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•~.;renthl!men. 

Before we start, I'd j1.1st like to 1i!let 

the gr•ound. rule11 for t.:he h$aring which the 

Gov•rnox:· has called for today. 

important. meeting at 12:30 preparation for 

,ar1 afternoon session with respect to t.he 

b\idget. So we will insist. that: you do 

adhere to the amountetd time o 

There will be what we call "pro• 

f•essional witnesr,es, publi,c witnesses, and 

lay witnesses" dur.in,g the morning hours for 

t,he Governor. t>uring the aft4trnoon, members 

of the staff will remain to hear other 

t•n minutes to each wit.nes$ for his presenta ... 

t.ion., Public witnesses will be allow$d five 

·mt,nut.t s • 

Now , we w i 11 eommcu,c:re the hear lng • 

GOVf:RNOR BYRNE: Who ie the first 

witness? 

MR O O 9 HERN I Comltliil"S i011).E!X' LeFante 

will be the first witness. 

GOVEJt,NOR BYR.NE: All right. 

Let me say in opening t,hat I have 
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come in this morning on a Saturday to be 

informed as to what the problems are in the 

condcnninium conversion boom. I haven• t .had 

a pub lie hearing like this. I ha.d, 111ben I 

was·a judge, ooc;:aision to d•cide • case on• 

condominium convE1trsion m-.ny years •9c;,, maybe, 

something like that. · A lot of things hav• 

happened si~ce then. 

Going around the 11tate, I bave h•ard 

from a great many people as to the prc;,bl•m• 

involved in condominium convers!on, llln.d I 

have heard sort of both sides b~t never in 

a quasi-judicial form. That's why I've 

asked for this hearing because there are 

pieces of legislation before me, there are 

other pieces of legislation in the dratting 

boards, and I thought th•t bedause of the 

tact that it. is •n important prc;,blem tl\at 

we w~uld use this Saturday morning in the 

mil=ictle of winter to get some.additional 

enlightment. Th• purpo$e of this meeting 

is to get ~nlightment, not to try •nd pull 

Nelt Jersey to see whose fo:r or against it:, 

but rather to get ,some sound factual enliqht-
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to tell you that th~ wat•t there is not 

(lOVER,NOR BYRNE: Piluted. 

Governor, we have testimony thaat;. l.o<.>kt. 

OQ th~ surfade at least to~• lengthy, bµt J 

think at the risk of sounding bor,ng, lt't 

be $ddressing ou:r:llu:itlvea primaril,y to fact$. 
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great public eoncerno 
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The effect of these eon-

versions on local housing markets is of major 

importance to the department beQause of our 

responsibilitier& in housing policy anc,t programs 

which includ~ the registration of conversions 

to condominium$ and cooperatives and providi11g 

information on the rights and responsibilities 

of tenants and landlords. 

Since the imple1t1entation of the Planned 

Real Estate Development Full Disolos-ure Act 

of 1978, by which all condomin,1-.ums and oc;.,oper­

atives are registered, 10,080 rental apartm-..nts 

in multiple dwellings have been reglstered for 

conversion and an additional 6,997 units are 

pending registration& Taken together, this 

represents approximately 2o5 percent of the 

multi-family apartments units in N,w Jersey. 

In less tban two years.during which 

the department has required registration of· 

conversions, the rate of conversion activity 

has increased dramatically. In the first 

six-month p~riod, only 1,038 units in six 

projects registered in Bergen County with an. 

average sale price of $64,277. Between 

June 1980 and November l!f80, an additional 
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lO proje¢t111 w•r• re9i1111t•t:ec:l in iJergen Ccnntty 

~Q•~t•ting o~ oniy 1,02s unitt $~d an aver•t• 

eoQnc;,mio, social and political factors have. 

com.bine4 to reduce the profitability of r•nt.a1 

•~•:rtment buildings and to mitigate a911in11t 

the proapeots of ren-ewced constrv.ct:lon of 

The economics cf owning -.nd opex-atin.9 

••£-~ibg multi~f-~ilY b~ildi~t• is beco•&•g 

The prc;,blem etf 

~i11,in9 operating cos:~• in an .tntlattcnuiry •cc,,ttijJrty 

hat been compounded in re(:ent years l:>y a iuel 

Jamt. t:,.e~ yeara at. a greater rate than t•n,,rtt 

ineo,me, while operating co•t• fo.r rental 

b<>\\&ing have exce«H!le•d the rise in· Ji'enta·. 

Thia inoome--cost-sque•z• is one o .. f the ma·j:qt 

1 
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factors responsible for deteriorating housing 

conditions as property owners cut back on 

their maintenance costs in order to pay their 

fixed obligations for financing •nd utilities 

or in order to recover their investment when 

the unavailability of conventional mortgage 

money makes it no longer .recoverable •t sale. 

Historically, there was substantial 

construction and an increase in the number of 

rental units during the 1960's. Construction 

and ownership of apartment buildings was quite 

profitable in the past to the developer• '1ho, 

while responding to an increased demand also 

benefited from the favorable fe~eral income 

tax treatment available to apartment owners. 

This treatment included accelerated methods 

of depreciation and deductibility of real 

estate taxes and interest, effectively 

eliminating or substantially reducing taxable 

income, while generating positive cash flow. 

Indeed, during the last ten y•ars, many large 

apartment complexes have been marketed to 

ntax shelter• limited partnerships, almost 

exclusively on the basis of tax benefits to be 

derived by the investor, rath•r than a con-

9 
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funds, as an alternative to the sale of their 

apartment buil~ing. Refinancing for this 

purpose b•comes less attractive or no longer 

feasible when interest r~tes and financing 

costs rise to present levels. Moreover, 

11 

third parties to whom apartment buildings might 

otherwise be 6 old, often find the high financing 

costs prohibitive, and they are unwilling to 

purchase an l:lpartment. -building ancl continue 

opera.ting it as such. 

For many rental property owners, no 

projected amount of rental income, allowaJ:;>le 

tax depreciation, or tax shelte,:,ing can equal 

the return received on the sale of their pro­

perties for conversion. 

The condominium conversion 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 process produces 

an often $evere, adverse economic and psych­

ological impact on the t•n~nt, who must either 

purchase the apartment or seek other housing 

in a market offering few alternatives. 

If a decision is made to move to an 
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,cti;p;ad:e increasj,ng .rent,s, and ~oriti.nµ,e.d u,~_c,~,i~ 

t:.a,int:¥ d-u.e to :the p.0411111ibtlit:y .of ye-t: l!nQ,:f:h,•;i­
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._,x.;~,e;n,si:v:e c•o:11ver.s·ions.,. t'her.e :may Ji~.~r,~lty lP1f 

;n;p ;,p,l,,tce.ii ,for ten:ant:s .un•ab·l,, or un.w;i1l:li1n,g ,:$:,,P ~►~~, 

""flia.,i,,n$,t. ,continu~d ;di$,pla.c.em,ent :hc,Jt<S "a .S,fb~•.,;r.~ 

11,~p.,~c;e:,,t ,on .old.er J?ftop.le, ,m,an;y ,of w::Pp,m ,~9,µ,:1,4 :\P1f 

;:a,d,v-,x\&e.l.y .. p.ffect~d by b,~ing :forQ~d ,C'l:11~ .~'.f ,t:;'l):•i~;~ 

-CQ,tn,11\\tn,it.iEUJ ., 
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i,pai:rc:t ;;;w;a,s :,the figure~ :tp •JJet on <t.h,..e rcElc~:q,Jt~:,• 

1! ,1J1:ee :;•lilY 1.tirare ::ts 'j us:t .,abo:u,t ,,14p,. 
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COMMISSIONER LeFANTE, 

13 

I would appreciate 

it if the entire testimony would appear in the 

public record for your hearing purposes. 

GOVERNOR BYRNE I Is th.ere in that long 

paper a suggeeted solution way out of this 

dilemma? 

COMMISSIONER LeFAN'l'E: Not really. 

I think what we are going to have to do is 

keep an eye on the nationwide policies that 

are being set. The problem is not only 

unique or limited to New Jersey, but it is 

widespread. It is nationwidee 

I know from some· of 01.tr professional 

staff persons that they are in touch with 

other states and some federal officers are 

working it out, but the only thing I can 

suggest, Governor, 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 New Jersey but in the nation has to 

take a stand back &nd begin to apply human 

nature philosophies. 

If you recall that meeting you held 

at the cabinet at the Seaview Country Club, 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

',·, 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

mation is in my testimony. 

GOVERNOR BYRN}!: : It will be accepted. 

Thank you very much. 

COMMISSIONER LeFANTE: . You are also 

to be commented making this time available 

to tenants and interested groups on a Saturday 

morning. Not :many governors do that. 

('l'he :following testimony is a c:ontin-

uation of Con,missioner LeFa.nte'• presentation 

wbiob was supplied in writing.) 

Howevex-, since the elderly generally 

have about half the median income oft.he total 

population, the op~ion to purebase is not a 

viable 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 hig,her 

than what they paid in rent. The same HUD 

15 

study indicates that about 42 percent of those 

who moved out of converted buildings had incomes 

wbich were too low to have penpitted. therm to buy 

their converted units: 47 percent of all former 

residents say they did not purchase because they 
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did not be1141tve they could afford to dci> 'S". 

Te11acnt income, like that of tlHt e1aetly 

all:i a group, 1.is about half that ¢Sf hOmeiowttirli. 

The federal s~neral account.int office teJo:rt 

oite• the rnedi•n inco~e of rertt-r• •- t&wltl 

and the median income of homeowners as $16,fJOO. 

to $53, SCH) at the Hillcrest in Essex County fc,: 

·$235,400 at the Galaxy in Hudson county. 
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to assist in this area by providing below­

market intere$t rate mortgages on homes in 

urban nei9hborhoods. The Mort.gage Finance 

Agency's loan program represents a viable 

mechanism by which eligible existing tenants 

could secure permanent mortgage financing at 

17 

a below-market rate for the purchase of recently 

converted units. Unfortqnately, the diat~i­

bution of the Mort.gage Finance Agency's funds 

is confined by two things: 1) the monies are 

targetted to urban areas only, and 2) the 

amount of mortgage money is limited. 

Fortunately, our present laws do provide 

some protection for tenants facing conversion. 

The problem i• that these laws are desi9ned 

only to give the tenant reasonable tirne to 

find a new home.. They do not provide the 

tenant with any alternative recouree. Regard-

less of how l'llUCh notice is provided, if t.he 

owners of your apart1tnent decide to "go condo•, 

you have two options: l) buy in, or 2) move 

out! 

'l'enanta now have 90 days to decide if they 

wish to purchase their unit, during this 90 day 

period a tenant. in occupancy has the exolusive 
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reci!Jt di an evl:ct:loh. hotlae, 1 teiaiit mar 

r•IUist ftdm t&f cwntr aemfariiii1~ aaa1!119 

ans a ritsanab!i tima to ixlmtiie &ua rint ett!i 

not prov!aea the sourt may aiH:&irizi onl~fiif 

s&.1;1 · af @v!t:itcn wii& re11&rdii:di rise .tJiErelili 

un,lii sue& t1mi is tile e:aurt ta satti!lea tfilt 
t&·i t.1txtnt t •. ,., i:H,en, ailerit!l ccslpiraBil fioulittcl. 

H8Wivet, ;j,;fi. hi ciii ifiiill moil tliafi £.i.V'e ltteff 

ev!e•ti1a& ,,ttifr f:lie i!til "s·ti:f ,. un:e,H· 1, s'pe;t!:11 . 

vfi•vi\-.s··t&'it 1iioiel1Hi &t:rasiU.p reiee'ittBB cofit'fl'll:i: 
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hardship compensation, the court cannot authorize 

any further stays and a warrant for possession 

would then be issued at the end of the one-year 

stay. 

Any tenant whose tenancy began before the 

conversion, and is not evicted on grounds other 

than that of conversion wou·ld receive from the 

owner a moving expense compensation.of one 

month's rent. No warrant for possession can 

be given until proof of this payment is made. 

Even though New Jersey has one of the 

beat laws protecting purchases and tenants in 

the event of eonvers1on, our personal day-to-clay 

experiences have convinced us that this law is 

not enough! There is a need to protect our 

senior citizens on fiKed, limited incomes 

who cannot afford to buy their converted unit., 

There ia a need to strengthen our current law. 

One of the ways we could strengthen 

the present .eviction law is to ensure that. tenants 

who remain renters are not faced wit.h exorbitant 

rent increases due to the conversion, just as 

purchasers should not be left with a deterio­

rating structure, the upkeep of which i~ beyond 

their financial oapao~ty tn ~eet. In the long 

\ 
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run, we must cOn$ider •eans for assu~ing $h 

ad•quate supply of rent~l housing~ 

Our experience in current eonveraiob$, 

e•peoially in. high de~an~ areas, has shown 

that neither Jocal rent ordinances nor uneort• 

acionability {the court•a method of dete~ffiinirt9 

reasonable rent itiereases) ean adequately pro~ 

teot tenants whose units have b•en eequir•d by 

purchasers at current prices and mortgag& 

intere•t rates. The financing and carryiftg 

cost• to the purchaser ean jUstify doubling 

the rents and court• rnay not be shocked •t sudh 

i~creas•~. A MOre meaningful protGetlOft to 

the renter would be to amend th• presabt la• 

to exclude r•nt increa~es which refledt coat• 

associated with eonvereion. 

20 

one of the major prohleas tn cortv•r•io~­

is the .future eos.t of repair and replacement. 

In many cases, wfthf n a short period' of time· 

after conversio·n the tenafit&J may face· substan,t.ta:1 

asauu,sm•nts to restore a det.eriora:tirtq bu!ld'il"ig, .. 

An amendment to the Planned R11afal 11:·s·tate Develop­

men;t ru11 D1s,e1oaure .let of 19'.18, wJHi.eh 1f'ould 

requirei the eor:i-~<:tfo.n of all defects· not:·ea: in 

the engineering report and t..he aba:tement oil all 
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local and atate building code violations, would 

be appropriate. As an alternative, consider­

ation aould be given t.o require the establiehraent 

of a reserve account by the dev•loper which would 

be funded in a.r, amount sufficient to meet these 

costs. 

Nationwid•, t.~e condom;i.nium conversion move. 

ment is viewed by many aa a positive foroe which 

can result in the upgradin9 and the preservation 

of housing stock while bringing in increased 

property t•x revenues. Condominium units can 

offer the benefits of home own•rship to people 

otherwise unable to afford a single family house. 

While we recognize the benefits of condominium 

conversions, it is our responsibility to ensure 

that this movement does not. adversely affect 

those who are most in need of rental housing, 

like our eldarly. 

My department is prepared to assist in 

any way possible to implement an equitable condo­

minium conversion policy. 

Thank you .. 

MR ~ 0 ' liE RN 1 Next is Commissioner 

Stanley Van Neas, the Public Advocate of the 

State of New Jersey. 



JJ5i . 

1'6' 

f:7 

l!8i ... 

1.9 

20 

21 

22 

23 

24 

25• 

MR. VAN JJ,ESS a, Governor Byrne,. ladies 

a1nd" gent.leinen1, r 'c1 like t.o thank you for the 

o.pport.unit.y to appear before you on the sul:iject 

G,f co0ndcroiniutn conversions,. Our departine,nt 

wo,~ked1 with your counsel's office in 1975 on 

the enactment. of. Chapter 311.of th.e laws of 

~h•a•t year, the evict.ton law which gives· tenants 

three· years not.iee prior to· an eviction beea,use 

Citf condomini'l'-m conversion. This law is one 

wbich we cen be proud of. Nevertheless the 

quest:ie& today is whether, in the light o•f the 

numerous condominium conversions we need to 

st.~eng:then the law,. I believe that we do .. 

On the basis of our experie~ce, l recom­

mend the following changes: 

(lJ Conv&r&ion to condo•±nium should 

no-t be a ground by which senior 

cit.isens, the disabled and persc1Hi 

earning less t.han. wedi~n income 

can be evicted; 

(2) Legtslat.ion must also prevent these 

tenants from being evicted because 

they cannot afford rent. increases 

brought about by the oonversiQ.n ,. 

(:3) Le(JiFJl a,t.ion should make unitiJ 
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affordable to more t.enants • 

~an be done by gi•ing tenant 

associations the first option t:o 

purchase and by requiring a 

percenta9e of unit• to be sold 

23 

to moderate income perse>na at price• 

which t.hey can afford, and 

( 4) To preau~rve the long ... term rent.al · 

s~pply ot hou~ing, we should 

consider link.ing the alllOunt of 

conv•r•iona we permit to the 

quantity of new rental conatru.cttion. 

:t would like to explain why we feel 

that theae·ohangea are necessary. In the 

sixteen-month period frolll April, 1979, to 

Auguat, 1980, notices of conver•ions fro• 

apartment• to condominiums were filed for 

7,643 units. 'l'hia nu.mber exceeds tbe new 

construct.ion of condominium• fort.he same 

period. The conversions as Commissioner 

LeFante pointed out, are 'talcing,place across 

the state from Bergen county to cape·May Coun1ty. 

This explosion is occurring despite the chill.tn9 

effects of the highest intereet rates we have 

ever-known; one can only sPecul4lt• how many 
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'Ill• t~i•:r•tt P"':V~•~t., ancl the proP•rt;y t.•~ f!.V~ 

lll@ni;f. •~• <t•duct.~ble, o~ fed•ral i~u.;om• t•'-

f.f f9~4 tczi l.1uy :i.s .. ,t.!!)f t •i•• 4•q.i.Jiq~ ~J 

,pu..;t;tbf. 14,ng • 

How•v•.~, · ot~•~ • t;fi),an t.,. d.Q ·~.Q~ · Qf~:,t. 14 \, 

.,.~ Urtu~~ P•v•lOPfflfl~t •ntitlft,(,\ "ttht ~•~v-~t#.tD 

fPI ll!ill~t~l Housi.ng t.o co.rulomini1;1;1n, 4Uld CQ,_<:>:p~_;rt"9 

tA.¥:fB" f.o~~<i t.b-.t. $8 p.erc•nt ot i';fU\~l.lt$ J,.n QOA,..,. .. . . - ,' .. · ,, ",,. 

11,~;r,,ed tf1lll-l<Jingf mov.t out of tb•i.r ,all)~r~t~*', 

~l,tb,,~1\\Sfb. t;.bt-~t ~;r, .it'•9ioi,.4J -v,.;ri,•-t:i.P,Jlf, -Qi- l_,, 
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average 22 percent of the tenants remain as 

owners and 20 percent remain as tenants of 

either tba converter or an investor who pur­

chases the unit. These numbers strongly 

indicate that for many tenants the conversion 

process poses problems. This is particularly 

true for the less affluent who cannot afford to 

purchase and for the senior citizen. 

'rhe same study concluded that on the 

average throughout the country a full 42 percent 

of all tenants who vacated their apartments 

could not have afforded to purchase their unit. 

In determining affordability, H.U.D. uses the 

standard that a person could not afford to pay 

more than two and a half times annual income 

for the unit. That department stresses, 

however, 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 caution• that some 

pereons with sufficient annual income never­

theless could not purchase because they cannot 

come up with the downpayment or because they 

have extraordinary expenses for medical care, 

child care or alimony. In view of our present 

25 
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••tro~ollliCJl i~t•rest rrates, it is reaso.,nable 

t.o conclude that. more than 42 percent of the 

te·•.ant.•• could not. afford to purcha•- their 

Senio.r citizens may be. especially 

tbreatened by a conversion. A hic_rh per ... 

pure~••·• their 1;1nit becauaua their retirement 

111~ome is not suff ic;,i4u1t to afford the monthly 

1u•Y••nta1 they may al•o find it more diff,icult 

to <>bt;.ain a mortgage or they may be unwilling 

l'bey may be more interested in a liquid invest­

m•nit. such as money inarket funds than a non­

lituid asset such as real estate when they 

At the samta time ... -and I think Com.-

qoafle,x t.o be their reti.reme11t eo.m,rnuni,ty, a 

place where long ... term f:i-ienc.!ahips h.ave 

' '1':h•Y o,ften• p.lan tc, re~a,iri,. tle,re 

.:{ 
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relocation may cause them severe trauma and 

emotional strain. 

In light of the negative implications 

of cond.ominium conversion fc,r seniors and 

moc:terate•income families, my first recom­

mendation is that conversion to condominiunu• 

ahoul~ not be a g~ound for eviction a9•i~•t 

senior ci*izens, the disabled o~ persons 

Assembly 
' . 

Bill 2286would prohibit such evictions. That 

waa a bill that-was introduced by Asse•b1ym.an 

Baer. I believe that the psychological 

trauma involved in uprooting a senior citizen 

outweighs any public policy benefits of con­

veraions,·and Ibelieve this ie true even if 

reloeation housing for the senior citizen can 

be found. 

I also oppose •viotions of moderate­

income persons, those below median income who 

realiati~ally cann~t afford to purchase a home 

·today. There is a critically low vacancy 

rate of rental housing in almost every county 

in the state. We've known thi~ for ~any years. 

Executive, legislative and administrative report• 

bave. doc,uiented that and, Governor, your 

27 
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Co.qru •• d~cisi.on, in Mount Laurel are basecl µp.<>n 

To evict. a mod•r.at.e .... income te!nant 

•idst o.f thia c~itical shortage. Even if he 

own efforts or through relocation a1u,.is1:anc~ Qf 

th~ landlord, it. means that. one more remtal. unit 

ha• been taken out ot the pot available for-

-~ ~•:r:"ved by a policy that would allow low or 

If people think that this w-c,µld 
~ . ' ·. ' . 
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not evicting the person-~ So I cannot •~r••• 

enougb o\ut feeling that the law should be 

.aacuided t;o protect tho•• addit.ional groups. 

Another problem t:hatcomea up that 

we •ve •••n ia. the problem of the rent i:ncr.ease 

when t.here has been a Qo.nversion and 'the tenan't 

continues to· ·•tay as .a t-enter · or the landlord 

or the converting persoft or investor that come• 

in. We've had co11plaint• which heve shown 

tba~ these rents have·aky:rocketed from $300 

to $550 a mon.th in one ca••,· $.35:0 to $4SQ in 

another case. 

We believe t.hat the evict.ion pro­

t.eot.ion law, even with thia three-year notice 

pro~ision · that we preaent ly have , i• meaning• · 

leaa if w• do not protect the tenants from 

exorbttant rent inoreaaea. I think to do that, 

we ahou.ld. ,:eat.riot the posaible rent increase 

tied into the consumer price index. Bven if 

there•• not an unoont.rol ordinance in the 

municipality involved, I think that the state 

ia going to have to take some direct action 

to ensure that mocharat.e-income · f an,.i lies can 

purchase their apartment in a con'V'eraion· situ.., 

ation. 

29 
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Not,, i11 Washing.ten the law provide•• 

f'or the tenant group to have a right of first 

Where that is ta.king 

place, the people are able to purchase their 

apa:rtll':l.ent for , maybe, ten t.o thirty percent 

So I would suggest that. we seriously consider 

tbat in our revising of the law,. 

The final and most difficult problem 

ia that of the long-term effect of eonverslon• 

on our renting housing market .. Although con-

versione are a now phenomenon, twenty perce.nt 

of the apa.rtments have already been converted 

in Boulder, Colorado /J and. in a number of 

The same is true for 

and in Gutenberg well over fifty percent of' 

;.:dlow a unit t.o be converted and we tlo not 

build a new unit of renting housing, that 

there •s one l€!uu1 unit for people tt, live tn 

t.ration. has been long, dG!\roted to trying tc 
' l ' ~ 
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moderate income.person. I am suggesting, as 

in California, that there be a direct linkage 

between the number of conversion$ that are 

allowed and the con•truetion of new rental 

property. 

we believe that at an absolute minimum 

in conc1usion that no senior citizen or family 

earning less than median income should be per­

mitted to be evicted from an apartment because 

of a convereion. At an absolute minimum, the 

eviction protection should not be circumvented 

31 

by excessive rent increases, annual rent increases 

should not be permitted to exceed the increase 

in the consumer prioe index. 

In addition, we ask that you consider 

acquiring twenty percent of the units to be sold 

at prices in a conversion, prieea affordable by 

low and moderate income persons such as proposed 

· in the Pinelands and the CAFRA developed • 

Finally, Governor, I think indeed it's 

admirable that you would call this hearing on a 

Saturday morning to allow people from the state 
l 

to come forward and state their views on this 

very serious problem. I know that out of it 

will come som~thing that will be helpful to all, 
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tn4 l thJnk yoru .for the opportunity of be~ng 

GOV~RNO~ :SYRNJ!.: 

MR. VAN NE$St 

GOVERNOR BYRNE 1 

Thank you. 

That's basically so. 

:t hta:i- out of WeaJhington that the fedcu:a.~ · gQV.:~fm~ 

-•nt ••Y re.strict or even subaicU.ze on rentai 

h<::n.u1.1ng:, arf!n 't we get:.ting in.to a. box whe.~• 

MR. VAN NESS: 

~t Wta.hington g••• th~oug.h with tlut Pl4lllJ -:>f 

· g;l;,\t;ti.,n,9. ()U.t Secrtton 8 funding. •nd reduo.ing otlle;r 

•ub•~dies., w• won't. be b:t.1llding new houaien.g .in 

on the o.t~.f!tl! ha,nd, 
. '.,~"~·. •, : ... :~. .. ..... /':,?· 

the.rt;'•· ~umo~• tn w~a,h.!,nqton tha1;t i;h•·~ ti•- C,Ql.11~ 
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to ha9e eli~ination of rent control. 

MR. VAN NESS: Yes. . 'l'here is the 

argument that rent control is the kind.of thing 

that forces con9ersidna, but t•m not so aura th~t 

.that premise atanda·up in Illinois where this is 

going on at a very rapid i:ate, an, there is no 

rent conttrol in.any of those communities. 

GOVERNOR· BYRNE: . Yt!s • 

MR. 0 'BER.bh ffha:nk you. 

Our next witness is a representative 

. of the Apartmen.t House Council of New Jeraey, 

E.lizabeth Goodwin. 

MS. GOODWINs 

is Eli2abeth Good~in. 

Good morning. My name 

I represent the Apartment 

.House council of New Jersey, and we.are very 

pleased today to be able to present our comments 

on condominium and cooperative conversion. 

33 

Our association ia· affiltated with the 

New Jersey Builders Asaoe.iation, and we repre- · 

sent builders, owners, and manac;era of New Jersey's 

sheltered district. 

It has always been our.philosophy that 

safe, deoentt sanitary, and affordable houain9 

is the tight of all of our citizens. Our members· 
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yii'rs the American dream of home ownership ha• 

incriisingly eludiad rjaliz.ation for i larger 

and larger mijbrity of our citizens. 

th• •a•lrilstration is to b~ c6ng~ltill~•a 

fit ~illi•iri9 whit• ~lrlous concern h6u~ini ii. 

Conversion of rent.al apartments to condominiums 

ana cooperatives, h6waver, is more an effect 

than a caua~ of our problem. 

The united States congress more than 

~ fl6t ,go injtfti~ied th• Depirtment Of H6uil~9 

ina Urban nevelopment to investigate causes and. 

if f'icti of apartment conversions &. The final 

lfua report running fuore than 400 pages is 

thorough to the point of exhaustion. 

i'e ilitouid llke to cite a few of the major points 

of the aoo report., which is •ntit.led "The con­

vll·'slon ·bf nental Rousing to condominltims 'ana · 
•c(o'o1fe1:it.l ves ... 

According to 1nm, eonver!!ions ar·e 

c;Ecurrlhg in arias characterized by strong 

lii'& growing markEtt. . demahd for home ownership. 

_ Tfia't. ti, as more p•6ple a1Efek the opportunity 
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conversions will occur. 

Part of the desire of ownership was 

explained by George Sternlieb in what he termed 

the upost shelter society.• Sternlieb of the 

Center for Urban Policy Research at Rutgers 

examined the past few years surge of demand 

for home ownership. He hypcstatized that 

the pressures for owning the home have increased 

with inflation. Homes a~e a good hedge against 

35 

inflation and an extremely valuable tax deduction. 

Of man's three basic needs, food, clothing, shelter, 

only shelter is also an investment yielding an 

attractive return while providing one of the 

absolute necessities. 

For many years, builders believed that 

mortgage rates in excess of ten percent would 

resolve in an absolute aale stoppage. Now, 

of course, we have seen buyers willing and in 

many cases eag•rly competing for mort~ages in 

excess of 12 percent. Today even a 15 or a 

16 percent mortgage is not out of the question. 

We submit that this alone is a.n example of a 

burning desire for home ownership. 

The differences in monthly charges 

over a 30-year loan for a $70,000 mortgage at 
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~hat means that fewer and fewer 

buyers can quaiify for mortgages. 

They have two choices~ Don •t buy. 

That is a very bitter pill for an American 

The second choice is to 

It may be one in an 

'ii'nt 'or 1t may be a smaller home. Simple 

'il'co'nomics of time and eomnut.ing expenses fre­

'q'uentl:y dissuade 'buyers from moving too far 

Newly built. condos in New Jersey 

Still 

oa'~·•ting around for an option, the buyer reacts 

'ah :·aa :th the pape~ or. hears from. a ·friend of a 

c'bnVelf's'ion in V~rona, Fort L:ee, Gutenberg, or 

J'!r'licl'y Cit.y with. 'sale pr'icea as long as '$35 ,ooo. 

t'fn~{it:i:y ',;an opport.ut\ity 'for ·the first ... time buyer. 

'1'.. converting build in~ in Sprin·gf ield 

A mammoth traffic jaro resulted .. 

F'e'ople were tripping over eiach 'Other ,i,n their 

eigi!H:n€i~$ to m&ke non~binding deposits on units 

~~18b tk,y·fully teaiisjd 0~~Y be ~urchased'by 

36 
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tenants already living there. 

Why are conversions so.significantly 

less expensive than new units? 

Simply, these buildings were built 

with yesterday's dollar•. The economics of 

building have rendered the conversion unit 

really the only alternative for all but the 

few in the upper-income range of first-time 

home buyers. 

37 

New Jersey is covered by a crazy quilt 

of locally-imposed rent control laws, some of 

almost ten years duration, limiting rent increases 

an owner can ch•rge tenants without any correa• 

ponding limit on the amount his expenses increase. 

Though the previously referenced RUD 

report states that rent control was not found 

to be a significant factor in encouraging con­

versions, HUO's reasoning was that "if for no 

other reason than that so few of the jurisdio­

t~on with conversions have enacted such measures." 

Nationwide, that is correct, but 

within our st.ate, the most desirable areas for 

ownership and the rental market with the highest 

concentration of apartment units are precisely 

the towns with rent cont.rols and with conversions • 



I 

2 

3 

ti 

5 

7 

tg ' 

'9' 

'f:o 

:H 

)}'2 ' 

i13 

'I~ 

f1'5 

In 1fact, in teh yea'r"s o•f rent control, 17 ,·00·0 

r'e'n:t1a'l •tfhit'B h'.ave bean converted or are 0pendiricc1 

t"n 'r'en't ,,:on'tr·o1 arEuts • 

Pile;111i!Je :not"e, howev&r, that of th'e o'n:e 

mlll.io'n apartntien.t u'n:i ea '••tim.at.ed to be f·oun·d J_,;n 

:m'i~ J'e'rs'ey, th.:i)s conve;r"s.ion represents 1. 7 °bf t."h'e 

is•t·o'c'k e Accrordl:ng to Htro, ·these eonverslo:n,s a·n 

t'en yti!iar's t:'ran1s1'1rt1e inb;;, ·a net reclucrtion ot ·o:niy 

'tfSi 're'n't.!a:l units.. "Thi's so1.1nds str·ange, but 'when 

~t'l'ie •:s)t:udy exa·mi'nt1d t'he number of eonve1rs'i'oh un'it1a 

'whicfh 'r'emain 'rent1a.H1 ·a,n.a t.h'e "t'enants who beoome 

'·bwnes:r·s thrcn1gh true ·1eonversions,. the'r• was· a lower­

ing o'f n'eed for «fiar'tment.s and it was found ;th1at 

acnv'e'r'a:ionll tprodu'cea :ca net 1loar11 ,of . on:1y ':five ipe,r -

'oce'nit 'o0f the r1eh'tia'l1s • 

:'l'he e'f:f:ec·t. ctf "rent control upon • 

'bbi·:tcU.in~ ''s 'Wb":t'th ;a'n'd 1i'nebme ... p'rod,ueing v$ltte 'iii 

<,pl:a'tn., Co'irt·s h'ave 'intfr'ea:t111ea.. The bu'ilaih.g ''S 

"e1ars'h ·f'low ,1:~a 'li:,mi:tted .. . 0t1s.r 'i's the eowt o·f Jnon,e,y 

<,a:h ''f·riliign.i fictant factor in an owntllr ''s decis'ion 

to 'convert. 

:r:neom~ ... ptod'uc'lng properties ;are ifre-­

·qttently f fh/anced 1wit:h llib,,alloon" m<:n:tgagea 'or 

·t'h''cair loans reqllire reuiiitfgot.i:'a't ion of the 'i'ntoereHft 
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rat.es. The building owner must now cope with 

an interest rate escalation very similar to the 

one faced by the 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 necessitate a decision 

to convert simply because the market may•not bear 

rents as high as necessary$ 

What. effect do conversions have upon 

the community? 

First of all, prop4u•ty. tax income in-

creases. HOD's study again bears out the hypos-

tasis that condominium units produce property 

taxes in excess of that realized when the c:-on­

verted building than existed as a rental • 

39 

! 

It stands to reason that income-producing 

property be assessed for tax purposes on the 

basis of income realized, as they are in New 

Jersey., Upon sale, however, a new market 

value is established, whether t.he sale is to 

a single owner or multiple owners, as in a con­

version. Value increase• and so do property 

tax revenues. 
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conversions have also ptay~d a sigbl.­

f'ican't rol~ in helping to reverse urlnsn decay 

tn mil.rty areil-s.. we de :realize, how•v•r, tth11't 

'~ohV'6rsibns. ean negativ-ly af:fect certai'n '{tibttP• 

tit tlnants, particularly the elderly. We b'a'VI 

in 'bu'r testimony outlined a plan which lnclua•s 
's&1l'rea App.r·eciatlon Mortgage, which would h'e 

· :~JO'na'h:cii'a through funai1ll realized f:rom the d'asino 

'ta'x :t'e;:Sftr'Vilts for t.he elderly.. The plan i•s ;oul't­

llniia'd he're in my te'i!itlmony, and I will prcivl.de 

't'dp1:e• of that o 

I tl'd.nk tha;t \11th diligent work dn 

't'h'e t,f~rt of thta industry and the government., 

we can c:oxne to 'some sort of a reason•'ble amo1iht. 

cit ·~0a1,lis't.anc'e f'r:tim moderate~inoome fa111flie• '.~nd 
1ti'6'r SEahi~r clt:lzens 'to enable t:neim to pu:rcha:s• 

'!tiH1ft£·~ "'t'n 'buil'c:rfnc;fts • 

GOVERkdR 'k'r'RNE : · Thank y·ou • 

oties th.e shared .Al)preciation Mortqag,e 

cohc:ept af''tect a c!'b\i'npa'ymerlt or just 't.h1e irfi:-:rEfSt 

''°riait. lal? 

'tlre :abwnpalfmeri t rate and the interest rlft,_. 

'GOVERNOR l:JYRN!: All right. ;~hahk 
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MR. O'Ht'.RNe Our next .. witnesa is 

Joseph Lario, the chairma~.of the Federation 

of Senior Citizens Housing Task Force. 

Mr. Lario. 

MR. LARI01 Thank you. 

41 

Governor Brendan Byrne.and members of 

this conference, your Honor, I am here represent­

ing the New Jersey Federation of Senior Citizens 

and my name is Joseph Lario. I am the chair-

person of the Housing Taak Poree of the New 

Jersey Federation of Senior Citizens. I am 

here today to present the concerns of the 

Federation, and many senior citizens from 

throughout the State regarding the serious 

Condominium Conversion trend that is sweeping 

across New Jersey. Senior citizens have become 

caught up in a tide of events surrounding the 

conversion dilemma, and the Federation 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 being 

created by this conversion trend1 however, the 

displacement of senior citizens renters is of 
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moft !lerious concern to the Fed«.ratio11,. 

plic~t.ed interlocking housing market econo~ic 

to J;E,HliUlt in an upgrading and· preservation 9f-

However, t.he Federation it 

calling on you, Governor Byrne, and our State 

Legislators to relieve t.hi$ clim~te of displat,ofa,-

living: .. 

commented that New Jersey has pne of th~ •trQng~•t 

lays in the n•tion to protect tenants livi11,f 1~ 

too often crunched by national spiraling 
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· consequences whe.n their apartment and their home is 

converted into a oond.ominium. Senior citizea• do 

· not choose to or cannot afford to purchase bouaing, 

and inost desire to remai.n •• renter• during their 

retirement years. 

Finally, aenic>r citizen• are again facin9 

a life crisis in which they have few real choices. 

·Economic inability.to purchase their apartments 

and the banking institutions reluctance to 9rant 

new mortgages tC> a senior purchaser age G2 ia 

terrifically compounded by.the ••vere lack of· 

availability of .rental units in.New Jersey, where 

the rent.al vacancy rate is only 2 percent.. 

Iner••••• in the population of •lderly house-

.holds in the population relative to the overall 

population growth will also have an effect r•la­

tive to increases in demand for specific types of 

hou,in9. 

Members of the New Jersey Federation 

of Senior Citiaiens has recogniz•d the laek·of 

preparedness on the part of the State of New 

Jersey in attempting to relieve senior tenants 

who literally ~r• lo·sing their .apartments, and 

.fact the trauma of suddenly having no place to 

live. The Ptaderal Government has already iden-
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tified the Condominium Conversion trend 4ndi tb• 11•r­

ious displacement factQrs as national coneex-nf .• 

However, they have lttft the r11sponsibility t(> 

respond to this issue to State Governin.ent~ ~ 

Federation, therefore, is advocating fo~ "Lit~ti1ae 

t•rt~ncy" for all s~niora facing Condominium Co~­

version in the St.ate of New Jersey," in ord~r for 

••nior renters to live out their live- to the 

.fullest potential, without fear of di'1plaeem9nt." 

Welcomi.ng condominium11,into the Sta1:.e 

of /New Jersey as a mechanism for increasing t~x 

'bases is highly resented by seniors, who h.llw, :bµilt 

the .present tax l'>aso over the past SO years that 

t·h'e,y :'have been tax,pay ing, independent New J.careey 

con'stituents; and their rewiards and re,ap•c:t. ,h,e 

'become false :hopes, as their ability to remai.n 

\i.n decent and a:ff;tn:dable housing complEt;tfll,l,y 

'c!«ft,erioratefls from :0beiiu1lath the·ir fe11.t. 

A,SI the number of a.eni .. o,r .eontSt'i .. tu,-nt;:~ 

'oonti:nutus to grow, the F,ed.eratie>n wil.11 ,!U!ll,tt;l& ,f.or 

no 'ltee's than seoure •and ,ad~qua/te hou.11,in.g ,fo,r Jl1l:l 

,aeni,or oitJ.zens.. ,we w±•ll sort o.ut •t.h• 00.:ft'lpl.\il"" 

cat.ea ,advant.aq9e ·and diaad"•ant.ag@ffl! of COZ)<!,q,mlnium 

conv•rs,ion, &nd we will. make one cle~r <•t~t,~,~;!lll.,~t ,,to 

'all l•gi'&liator111 uo,uming a,nd .;11helter · i,.s ,a ,:l:!,,a.s,.A,,c 
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right, not a middle class convenience phenomenon. 

We are urging the State to set policle$ that will 

meet present demands for houeing and we are deaand­

ing an immediate solution to the inhuman displace­

ment of 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 holdin9 this 

important meeting on Saturday and giving up your 

time. 

I have one example here that I am 

referring to. Our concern mostly with the 

Federation is Atlantic City. As you know, 

Atlantic City right now is down to their last 

apartment where seniors have been pushed from 

one apartment t.o another and the last apartment, 

which is called the Brighton, has now been turned 

and is converting to condominiums. 

one couple there. 

We have 

Just to cite a.n example, she's 84 and 

he's 86 years old. They just received a notice 

of eviction and it was •ither buy,or else. 

now pay $225 per month rent under the rental 

They 

program. If it goes condo, we were told that 
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whieh is hard , and bad «-.ru:>u.9h • 

&ut ·. the first prob lam whioh. com,, µ,i 

i• what: bank would give enyt;>ne ov4u,· 7() Y@~u;f el¢! 

mlnium? 

Thank you, Mr. Governor. 

CsOVJU\NOR BYRN·J! 1 Thank you. 

ota,t 4:he rest .of ,th,a•ir ;li·v,e.s ~P ,cU.qn1it.Y ,,.fl.~ ,,t/ihi,p 

can •,,faJ'l'j.o.y ,wha·t :l;itt:l•- ··bii :th.ey ha~~ ,·~~ ,a,JI 



1 

2 

3 

4 

5 

6 

7 

8 

. 9 

IO 

11 

12 

1 13 

14 

15 

16 

17 

18 

19 

20 

21 
-~ 

22 

23 

24 

25 

town right out. Where are they going to live? 

Where are they going to go? 

GOVERNOR BYRNE: 

you very much. 

Okay. Well,. thank 

MR. LA.RIO: I thank you with appreciation 

MR. O'HERNt ,The next witness is Joan 

:Pransky, Vice-President of the Mew Jersey Tenants 

Organization • 

MS. PRANSKY t Good m<n:ning, Governor 

Byrne. Thank you for inviting ua to be here 

to speak before you this morning. 

The proponents of condominium conversion 

would have us believe that there is a burning 

desire for home ownership. Condominiums are 

not homes.. They are not the American drea.• of 

a home. They are simply our apartments that 

cme day we ·awaken to find out •~• two times wh.at 

they were th$ day before. 

Proponents of condominium conversion 

would alao tell us they provide tre:mendous tax 

benefits to.both the community and to individuals 

buying their condominiums. In fact, the recent 

HUD study showed that conversions had not yet 

shown any impact on the tax base. Perhaps the 

reason for that is because at the same time 
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s~eking treniend.ous tax abatements on construction. 

There are some individiu.tls--it ie tx-.u•-­

th~t. will obtain tax benefits. 

,p.re.d.1ct.ions will clearly be the same .. 
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more than 25 percent of their inqome for rent. 

That's ten years ago. 

The other night·•• heard· that over the 

chasing power. The average annual income foJ" 

renters iri New Jer•eY ia under $lO~ooo. So 

although for so•• they h41ve en inveatnutant, the 

investment they have la i~ out hom••• 

If half of·New Jersey'• rei,.ters are 

paying 11ore than 25 percent ot' their in~ome in 

1970 and the cost associated with conversion 

49 

mean increases of between 42 percent and 350 per­

cent per month, which are statistics which came 

out of a,' Department of Plannin9 in California 

and is acu1111istent with national figures, it is 
. . . 

clear that the great.numb•r of people tha.t are 

presently living in their apartments in Nev 

Jeraey will be diapl•o•d by con4ominium con­

veraiona. 

·1 would think tbat those figures·ara 

staggering and that would be a auffieient reason 

_to discourage the conv•raion o-f our apartments. 

Some try to gloss over thQaa displacement fi9urea 

by simply telling us that there'• one leas renter 

and one less -apart.ment unit. That ls not the 
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The national figures show that only 43 

percent of the. people that are buying were former 

~•nt•••· Others were home own•ra. 

In a 1978 Depart~ent of city Planrtlttt 

in San Francd,.fi.rno study, 25 percent were niwcom•r• 

t.o the to-wne Fifteen percent wer@ owners of 

Only 41 percent were previous rent.eta .. 

In Washington D$C., 18.peroent of 

14,000 conversion units were purchased by fornter 

t6nants. As a r~8ult, a tight bouming mark•t 

becomes an even tighter housing market. The 

SUD figures 8hoW~d, in f&ct, that 72 pere•nt of 

n•v n~igbborhoode. 

the same .. 

There W'as an article, Qov$.rnor Byrne, 

.tn, w'l'he New York Time's" on December 28th, 1980. 

lit is' not. unlike any of the other nerwspaperi 

articles where developers urge the people from 

acroitts thG Hudson to come to New Jersey o TlH11 

last line it by a womern. who had the bflnef.it of 

living in her grand candofulnium in New Jet•~Y 

here tor t.hrEte years, I don't relate to New Jersey. 

I'm a •~w York~ro~ 
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Some of us grew up around Fort Lee 

many years ago and we watched that entry before. 

We're going to watch it again. 

Unfortunately, we have been giv•n these 

statistics for many years now and statistics have 

a way of not taking on real life. Because of 

that, I have sp~nt the last several months calling 

as many people as I can that are in apartments 

that are about to be convertedG I want to 

tell you who they are so that these figures are 

just not numbers but you have a sense of the 

people that will be displaced by this conversion. 

About 30 percent are s6nior citizens. 

They are young marrieds1 they are young families; 

they are middleagedt they are workers, ret~red 

policemen, teachers, ear salesmen, office workers, 

engineers a They earn les• than $20,000 a year. 

Aeoording to the Department of Labor 

Statistics, 80 percent of New Jersey's renters 

are earning less than $20,000 a year. '!'heir 

apartments are going for between $30,000 at the 

lowest to $90,000 and $100,000., '.rhey are no 

longer the luxury apartments. They are the 

middle- and moderate-income buildings& They 

are garden apartments. Over a thousand of them 
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One fa,mily told me that they ~ave 

tc;> qol,t-g•, they a.r~ vo1n9 to h•v!J! t.C> <l~cid• 

wl,,tt.hc,l:'.' oi: not t.lleir Jcid g'.Of!Hil! t:o schc;,9l 14:n~ 

The Sl!l\d truth. if.ll that • great m•.:iQ1;~tz.¥ 

o.t ut will be dimpl~c•d1 that we will be,, fo;wrc.~4 

"ff .,. 
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selves out of their homes till the poorest have 

no place to go. 

We do not want to be di$plaeed. We 

do not want to displace others. We believe and 

we urge ybu to exercise your responsibility for 

caring for ua by comprehensive legislation that 

avoids massive displacement. The few people 

that you protect against displacement simply 

S3 

means that there will be more people that will 

push other needy people out of where they live. 

There will be. more of us to push seniors, disabled 

and those leas 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 pending that protects against 

massive displacement by protecting low- and 

moderate-income people, low-term residents, 

and senior citizens~ 

For us, Governor Byrne, the issue is 

really very sisnple. The issue is whether or 

not you will help us save our homes for seniors, 

for the children of seniors, and for their 

children for it seems that many of us start and 

many of us end. our lives in rental housing. 

Thank you. 
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figure that you w•r• given, and although there 

is a national ahort._ge of housing, I eta not know 
.. 

it.it is•• s•v•r• •• we face in New Jersey. 

MS • PRAN$lCY : Y0'1r Wellco•• • 

MR. O'SERN1 Our next.witness 111 

Wendell Smi.1:.h, an attoJ:"n•y of th• St.ate of.N•w 

·Jersey. 

MR. SMITH: Good •tnJ.ng, ,u,.d I thank 

55 

you for.the opportunity, Gov•rnor, to p•rt.i.cipate 

in this what I oonaider toba very i'1portant 

hearing on a very iMporttnt ,ul>ject in the State 

of New Jeraey. 
. . . . 

I will llighlight the written testimony 

which I have SUblllitted. My background and 

experience a.re set forth therein.· 

Bopc,tfully, the ,cope of the experience 

which I h.ave outlined for you has given ma some 

prospective and knowledge· about condominium and 

aooperativ• conversions which X can $bar• wl~h 

I shall endeavor to concentrate·my 

remarks on the legal, ratber•than the philosophical, 

sociological, · or demographic as.pect~ of conversions 

upon which I shall al,o touch •. 
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At the outset, the real !~sues should 

be identified~ In other word$, what would we 

really intend to accomplish by the adoption of 

~dditlonal legielation or regul~tions? 

adequate to prot~~t purohasers--and basically I 

I 

of ,any adci.U.tional restrict.iona on 00nver1iJ.on 

would be to protect tenants from being unfairly 

or afford alt~rnate co~parable housing withift a 

However;, if the existing 

real ~•tate industry wonld concentrate on con• 

struQt:J.ve solutions to pro'7ide for those who 

neElld affordable hob~ing of all t.ypes, both rental 
I 

programs in beth th• private &nd public seaeore. 

;·,,[ 
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and Not. i ca te.w • • 

In essence, tbis l•w Pi'OVid•• t)lat •• 

a ptactical m•tt•r, each ••i•tipg tenant who doe• 

not choose t.o purchase bit apart~•nt will have a 

minill\UJJI peric,d of tour Y••r• an• two months before. 

he can be evlcted, starting with the receipt of 
offic:ial notice t.hat the builcU.ng in whioh he 

resid•• is being oonvert.ed to• con4.0111in,u:,n or 

co-op. · 'fhi• period cari at.retch out -t.o more t.ban 

eight years if th411 lan~l,ord chooses not to waive 

payment. of siac months at the end of the first 

fifty months~, five montbs of which x.-ent is labelled 

aa "hard,hip reloe4tion compen••t:ion" and the other 

month wh1o, is labelled "moving expense compensation~ 

Thia also ~••umes thl.'lt the convt;traionplan of the· 

landlord Qontemplat•• the eviction of tenants 

which, in my experience, is often not the case 

since many converter$ woulC, prater to permit 

apartments to become v-.c,a.nt. and av•ilable for•· 

sale tllrough the normal -,ttrttion proee•• or to 

sell apart111ents tQ investors who would take title, 

aubjeot to the existing tenancie•. 

Parenthetieally, I pereonally do not 

know of anybody that has been ev.i.Qted under the 

"Fair Jviotion Law." ·x &Ill not saying it hasn't 
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wl\ia!ii far ch:arrent!y by far the most rea·tri!af.tve 

a':,tfctffon p«n•b~-d in the· nation for con'vers-fo'n&' 

....... -. unta.ecesaary and nothitag but · ''do\tblfi'-kf !1 .• -•· 

mJ;flii:aid at:,rt.utorf eviction period· for non-purc-lii1ts1fn,g . 
. ')f 

~en',ain::ts r4htidinf in eonve:tta1d buiiding·s1 in c.,,tfil!f't 

ati'd' I think that you will quickly s·ee why :r 

a'.1Iude:d1 to· ta• ljdouble-kill" effect. 

mtn::£m~'m period was 60' days: in Hew l!ampadd'.re,. it 

•~-• 9'0 days; in Virginia, it was juan: inor-••:•ct 

!n 1aa·t: Y•'ar •· i seeifion of the l•gi.lilature t~oJb.' 

,o, td' :t:zo days, which was also the ntintmu-ift pe.ttod 

dt thi't ttm·e in the t.>ittriet. ot Co'lumbia:-, Pla.ti-da, 

:tii.t:tci»ia, Michif,a11 and ttiiheonsin also with . a i2'o'--

indeed, the Uni f'orm eondomini um 1U::t, 

which 'tias draft4'd, 1.11.pproved and recommendtd for 

enacft2n•nt in a:11 states . by the Nationai (!($rtferiiiae 

/ ir 
,l.a. 
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of Commissionerss on Uni.form State t-4ws in 1977, 

approved by the American tsar A••ociation in 1978, 

and recftntly adopted in wcust Virginia, Minnesota, 

and Penneylv11ni• only provides for a 120 ... c,ay 

minimum eviction period. 
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Obviously, t.he theory of all these laws 

is that a fair balance should be struck between 

the competing inte.r••ts of tena.nt• who may be 

displaced because t.hey cannot or choose not to 

purcha11e their apartment, and those persons who 
" 

are able.to afford and desire to purchase a home. 

certainly, the existing minimum period of, at 

least, SO months in New Jer•ey, which is over 

12 times that provided in the Uniform condominium 

Act and most other states, would seem to go :f1.r 

beyond fundamental concept.a of fairness as per­

ceived in other st.ates with sill!ilar and perhapa 

more severe problema.· To add additional restric­

tion.a, in my mind, would seem t1:nneoessary frolft the 

standpoint of tenant protection • 

Secondly, restricttona that prevent 

conversions froro a praotic•l and economic stand­

point would also prevent. t.he r•ceipt of real 

property tax revenues that would be generated 

by conv,rsions a11d which a.re desperately needed 
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·Tf,pi,c•lly, r•al ••tate tax ••••••aient.• inq~••••, 
•t least, 200 :to 300 percent when a conver$4,pn 

Bow much lonc;•r can trte afford to con ... 
' . ' 

ti!lUf t.o penalize the single-family homeowne~• 

If I ~•Y shift•~•~- •t this point, 

J wo~ld lik~ to d•al briefly with •o•e of tbe 

constrqctive •elution. 

gen~u·al pub lio. 
' ' 

p:roq~td!!ll .from a ~nit 1 mortg•ge p~y1Mu11; •••i•t.a.Q•P• 

ii,t;ah ae interest subsidy, l<:>an guarant••• tor: 
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downpaymentsr rent.al assistance suoh aa Section 8 

for a tenant who remains.in an investor-owned 

apartment, interest rate subsidy, tax abatement, 
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or greatly accelerated appreciation for an investor 

who perm-its a tenant to at.ay at below m~rket rent1 

reaa~nable relocation aasistance, addi~ional 

incentives to private enterprise to build alter­

native housing or to rehabilitate same; technical 

assistance, loan guarantees funding to permit aelf­

convsrsion by tenants; earmarking of incremental 

tax revenues generated by conversion for allevi­

ating conversion related proble~•: a special 

tranefer tax levied on the converter to help 

create a conversion assistance fundJ and internal 

quota or subsidy programs sponsored by the con-

verter for senior citizens, low incomf!, or handi-

capped tenants in a conversion project. 

As most of us know, however, the con-

version phenomena is only one part. of a housing 

revolution now taking place in ot,r country .. 

Bandaid types of legislation will not treat 

the underlying and major proble~•r namely, 

that rental housing, federally initiated and 

privately owned, as we have known. it, may soon 

become extinct unless we come up with creative 
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&nd acceptable alternatives. 

Certiinly today's economics which 

produae the ev~r widening gap bQtween the cost 

of constructing and operating th$ new rental 

p.roperties and the ability of tenants to pay 

re.nt that will yield a. reasonable economic: 

reit.urn t.o the landlord on these costs, coupled 

with increasingly less favorable t&x laws regard­

in.g depreciation for the landlord, have made or 

will soon make new r$ntal housing extinct6 

In conclusion, one of the •elution& 

f.or saving our cities from fu:rtJu1.u:· decay may 

well be even more wide111pread than the conversion 

to condominium or cooperative own~rship in all 

price ran.ges and what is looked at by some as 
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a problem, might becone tha solution$ I think 

this is sit.arting to happet, with thei James Stree't. 

eomnu:ms Project in Newark with which I am .tn,-.olv&d. 

and with whlch the Goviern.or is familiar. It is. 

a project whieh is aided signifi,cantly by a 30-

ye.a:r graditui,t~.d talt abllll.t.iunent bill which you w:111 

endorse~ 

Cert.il!inly, this is tb.e thrust o.f a• 

r4il!cent art.:i.cle in the Spring, 1980, Quarterly 

Review of The Federal itesel've Bank of New Yo:J:"k 
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entitled "Co-op Fever in New York City,~ wherein 

the authors conaludedJ 
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"The growth which has occurred in co-op 

ho_using 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 eohension and •tability to city 

neighborhoods since they are not only less tran-

sient than ranters but alao 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 motive in seeing to it that eo-op housing 

units are as well if not better m.aintained than 

rental apartments$ 

Detracting trom these benefitd, however, 

is the concern that the recent flood of co-op 

conversions is exacerbating the scare::! ty of 

rental housing in New York City. Jtdding to 

the concern ia the fact that pr~vate co-ops 

t~nd to be concentrated in just a few resi­

dential neighborhoods, and the iore popular ones 

at that. Since New York City attracts a large, 

mobile population and encompasses many poor and 

__ _.,..-;-

•·•u.-.J., 
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venience for some and outright economic h~rcl•biP 

fcu:- othex-• • " 

MR. 0 'HERN; 

Mr. Smith. 

MR. SMI'l'li: 

from the article ber~, but continuing ~o~ · 

.balan,c• c:o-op$ may well repr.e,~u1.t ~ k'1Y ~ng,9.~-

J.e,nt. ln New York Ci t.y • • sea:rch for ;Long-ru~ fQQnQ•i.; : 

Indeed, wit.h co-.opi, a, $n opt:l.on, thf 

' ' 

city• s mid.d.le-cl•••· P9PU l~tion. J,10 lo,n941'r ff;U~~,, 

an ei:t?i<e·r-or c.ho.lc•e be·tw.een the Civ~u•,s,e 4P:Pf,,tJ..f 

iof .c:lty l.iving a,ncil the lure of home 0"'•!.i••r;h4,p ·· 

wt·tb its econGmio advantages • .• . 

and i·n my o:p,inion., ,11,f..n.ee ,"'111 •lr•~dy h•.v•• ,t,y 

if,•a;r 1th• m,0st st.,ri,nge1lt ten,ant 111.a.fegµfl,rC.,.a l,,n: it.t\.• 

,c.lou;rag.e ,e.onv:e,rs:1io·n1• 'im .orde::r ,t:o hel.,P iPJ::·J\:l,f,r,-rt 

our ,ur·ban :hous•,ing .csS,·t9ck ,.and ,to :ll,elp ·r.~,~:ijt~:,lJ.,:~$9 

-,wou:lljd 'like to have y,pu ,,sp•ak ·Jn~ch _lp.Jlg;ia,r J:,p.,f:. 

,y:our t.bae .is .:runnin.g 'OUt. 
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Solutions to protect any low income, 

elderly, or other tenants who may gen~inely 

need help should be compatible with this philo-

sophy. Unfortunately, most of the proposed 

legislation whioh is sponsored by tenant groups, 

encompasses ideas such as moratoriums, life 

tenancies, tenant consemts, et cetera, 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. 

Governor Byrne, I am aware of and 

applaud your concern for the rebirth of our 

urban areas. Hopefully you will share many 

o,f my views and during your last year in office 

be able to e,ffect some of the constructive 

measures that I have proposed in those areas 

where you find a legitimate need exists. 

Thank you vezy much. 

·coVERNOR BYRNE: Thank you. 

I have a list of witnesses who want 

to be heard. They include Assemblyman Baer 

who asked to be deferred earlier. If he wishes 

to testify at this time, he is welcome to. 
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Assemblyman Zangari is,. here. 

Would you like to be heard, Assembly­

man Zangari? 

MR. ZANGARI: Governor, I. like •11 

the ot.her citizens, ciune down for a learning 

sessiono I reserve my opportunity to speak 

here this morning, but I just want to extend 

my good wishes to all the people hereQ As a 

legislator, I'll do whatever I think is right 

for the people in the State of New Jersey. 

GOVERNOR BYRNE? Thank you. 

MR .. 0 8 SJi:RN: 2\ssemblyman Baer, are 

you ready now? 

It will be a rare opportunity to bear 

Asscunblyman Baer express hi:msel f in ten minutes. 

Can we ask Mr., Si1nith while we are 

waiting, Mr. Smith, bas any state adopted what 

you deaeribed, as I would say, ineentives such 

as the loan guarantees or special transfer tax.eas? 

MR. SMITH: Not. tha.t I am aware of, 

but it is one of those things that ill dieous,sed 

It is tough to monitor 

the•m. I am not aware of any sort of thing 

where it is of serioufJ int.ere:1t in some of 

those programs s 
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MR. O'HERN: All right.. 

Mr. Baer. 

MR. BAER: ·Thank you for the oppor-

tunity. I am glad that so much attention is 

being focused on this issue today. 

I started with some notes, and I got 

about half way through 4\nd I'll just pick after 

that kind of free. 

About five years·ago I.sponsored New 

Jersey's first legislation on corido and co-op 

conversion. 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 whc is converting. It 

is clear today that that legisl-tion targets 

on just one part of the. problem. 

With condominiums exploding in com­

~unLties across the state in the past two years, 
-

a fresh look is a fflUSt and is revealing. I 

have taken that kind of a look very intensively. 

Countless numbers of tenants have contacted me 

and d~scussed in detail their proble~s and their 

dispair. 
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To get a.n inside view of the point o.f 

vi~H,1;. 0£ the converters, an unvarnished view, I 

ha..ve s,pant days witb, professional condominium 

converters, attending closed lectures and pre­

sentations for real estate operators, developers, 

investors, and converters on various aspects, of 

convertd,Qns and tricks of the trade talks b.y 

ri.a.tionally recognized experts on the subject 

of eonversiono 

Let's see if I can find something 

s,e,minar I attended at some consic!erable expense, 

l, might. say~ "Big prof it:s, converting apart-

men,ta t:o. condo:miniumllll .. J(· 

I think I recognize a few faaea h•r• 

toctey wbo were there c too 11 •nd I just w.ent -•• 

Byron Baer, citizen" and it was very revealin.g. 

The discussion went, on and the presentation it,!l<l 

what was frankly said was about. the e~ormo'llB 

amount of profits. I can't go into the detail 

a.bout all the tricks arid everything now bec•~ae 

the thing took two d.ays. 

But one of the things t.hat was ee:r­

tc1inly clear was that thi11 is not any great " 

boom to the real estate market .. 
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invested in these buildings is invested for 

cosmetic purposes. I can show you the outlines 

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 unit would 

have to double from the time that it went from 

rental to ownerships 
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Now, those are rules of thumb, for 

instance, which are bas$d on conversion nationally 

and most of the conversion that's been occurring 

nationally has been oeeurring, by the way, I might 

say, in communities, as I think previous witnesses 

indicated, wh•re there hasn't been rent control. 

There the rentals are 100 to 130 times the rental 

price. The carrying ch8rges are 70 percent 

more than the rent. Put it all together with 

finance charges today and you find easily your 

income would have to double. 

Also, you figure that rents are held 

down in some New Jersey communities because of 

the housing shortage that woula otherwise permit 

g9uging the increases jumpi~g more, and in towns 

like Atlantic City where there is tremendous 

pressure, it~s beeb enormous. In Fort Lee, 
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been 180 times rental. In Atlantic City 200, 

THE PUBLIC·: Three hundred. 

MR. BAERi Three hundred, ·thank you. 

I'll try to keep this kind of short 

going to cover. 

ls ·thls ixnba lance . in .su,pply and demana that 

exists that prevents -ortlinary t;ype J.egis1a·tion 

First ,of a.11, t.he problems of hard,sh1p 

e'reri •·t 'Bolv·ed by 9!.v,ing someone additional t.iime 

,a i:pr,:J;,.:,o'ne,r leniene¥ by g,iving him a period .o.t 

'-~·I.me l,;e'f'ore he bad ·to walk the plan,k • 

Ren:~al hO\HJ'.ing is •an t.H1A11sual c:ommed:i'ty. 

'iJl!h•!%"e·•s ncitihing q,u,i'tca' like it ·in our eco,nomy <or 
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to go condo or co-op and the only way you .could 

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

shortage of water and the water companies were 

to decide if you want to buy stock and be a 

shareholder, you can get water. Otherwise, 

too bad, you are out of luck. But there is 

tremendous pride in ownership, in being a water 

company owner. That makes you a better citizen. 

It instills greater values to our society. 

Most other commodities you can't quite make a 

comparison wLth such as food and things like 

that. They can easily go across state lines, 

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 around here haven't been able 

to bring about increases in housing, having 

nothing to do with rent control, because con­

struction 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 oonstrueted in states where ~here is no 

rent control. Rent control is a p:robJ.em. 
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It isn 1 t a solution. Everyone wants to s~y 

something about. it and even for those that are 

convinced that that 0 s going to bring about the 

solution, anything that's in the nature of in­

centives is something that's years a.way in 

terms of a solution. 

We have a problem now that has to be 

addressed. The fundamental problem, as I se•, 

has to do with the preserving stock of housing. 

I agree completely with what's been 

aaid previous, but because of the time limitations, 

I don't want to dwell on the points of guarantees, 

senior citizens, and disabled persons and people 

below median income, protection against eviction. 

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 fairly good figures on turn­

over rates. Without our ~ental housing sto~k, 

we will in effect be losing our middle-class and 

moderate income people in tbia state~ High 

i1'lcome people can afford to buy ir1. Most of 

the hou8in9 that is being aonverted is not in 

low income areas. As a matter of faat, the 

people that develop•d this in the workshops 
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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. 

in low income areas. 

It's not 

So, in essence, we have before us the 

question as to whether we're going to ehase the 

middle income and moder.ate income people out of 

this state. God kno~s, there are enough people 

in various places outside of the state to provide 

an exhaustive market or close to it to purchaae 

units of far hi.gher prices than the people who 

are here now. I would submit that we must 

ha·ve some means of preserving this housing 

stock. 

For years I've heard great focus and 

attention in terms of issues like Mount Laurel, 

which, certainly, the legislature is never 

going to act sympathetically to because it 

goes across against hoille rule. 

In terms of concern about the housing 

stock that is available for people, that effort 

has produced practically nothing in the courts 

by those who have been pursuing it in terms of 

units of housing. But here we•re talking about 

something that can throw away thousands and 
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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 

.a Vlrr sho~t period of ti~e. 
" 

The prOjections 

for •h$r~ we'rl t6ing to be i~ a 1-w y•at• i~• 
'1'iry aliu.·ming to say nothing of the fact that 

hasn't occurred homogenously throughout the 

state* 

cohversion or where there's been papers filed 

towards that. 

if•• ddh't pt•set~• this housing ~tock. 

There are a number of legislat.iv• 

There havi 

Ptil51icAdvocate, but I think tiiat.'s th$ fuhd,­

mirltal ind the tougheit question to resolve 

b~b~Use th~r~ 4t~ ~n ••fUl lot of ~-cpl- fh-t 

:r woilld 

and people who are making decisions -wot1ld recof .. 

riiz~ without even questioning th~ need to do 
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that, but. I think the facts exist and the support 

exists for also taking the other step inter~• 

of preserving our housing stock. 
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Let m~ just see if there's anything else. 

GOVERNOR BYRN:Ft If we can get into 

a little, Assemblyman, to what the provisions of 

Aasembly Bill 2286 are, I would appreciate that. 

MR. BAE~: Surely. 

The provision& ·of 2286, firat of all, 

does provid.El) protection from eviction for senior 

citizens, for disabled people, and for people 

below median income. I think it is important 

to have that. pxot.eetion. 

Some people t-lk about.only protecting 

senior citizens of certain income. If a stnior 

citizen ean afford it., why provide the protection. 

But I have had contact with many senior citizens 

regardless of their income who are utterly trauma­

tized by the process and emotional dispair is not 

the word for it. 

ahambles. 

They were juat reduced to 

,.s a matter of fact, I have a very elose 

relative in my :family i.n a neighboring state where 

the only time in my life that I've ever se$n that 

person utterly be unable to ~ope with a situation 
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After 

a p~rson h~s be~b living in a plat• a C$rtlirt 

nuffiber. of years-Mand soroe people who have 

r•abhed cert•in age• just lose tb&t flexibility, 

eveh though there are many people of a:dvahced 

age that can adjust to anyth.ing--l>ut to many 

••nib~ bitizens it is a -u•t for, and I thihk 

they are entitled to it with the contributions 

thif hav• made to our soai•ty. 

But the key provision re~aining is 

t6 pr•••bt th• r•nt fro~ e-calating. If thit 

t•nt can oseal•t$ on the basis that $o~eofiij eli• 

buys the unit at a high price and, t.J:Hatefote, to 

•et th•i~ fuon•y h•ck it has a rat!on-1• fo~ 

jacking up the rant. to cover their expenses, 

som'ebody whose doing it for invest.ttHiutt purpoihas 

and tax write-off, then the senior citizen ii 

voirtt to h• drlv•n oft a8 suraly. ~dt it th• 

r,rit -•n incr~a-• 15, 20 pitc~nt in ju•t it~• 

year-, they eill be driven ~ut. 

I submit that we must hi~- t•b ttP•i 

Sf p~ote~tion for that. one, stay ther• •o 
- that tha rent aan increase ,nd it just cin 1 ~ 

b• unconsaionabla. It isn't clear e~ough. 

I think we have to have• formula link to th• 
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CPI. Tbe legislation provides for half of the 

CPI due to the fact that half of the rent goes 

to cover the land;lord • s expenses, but further­

more--

GOVERNOR BYRNEz Can I ask this 

question? 

MR .. BA.ER: Yes. 

GOVERN011t BYRNF: Didn't we just have 

an election in November and waan •t. the overall 

incentive of Americans to get government off our 

back •nd to let free enterprise operate as just 

yesterday the President deregulated oil and 9as 

prices? 

MR. BAER: Absolutely, and I would 

say to you that if we had a balance between 

supply and demand and housing, we would ha•e 

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 person who is driven out has 

terr~ble hardships in tryirtg to cope with the 

situation, neither of which would occur. 

We have regulations and nobody 

questions them in the utility area because you 
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don't have a free mark•t working there. Nobody 

it propoaing--not evGn the President--that we 

eliminate all regulations froa utilities. I. 

don•t think, even if' he would propose that--and 

c•rtainly nobody would ever cont~mplate letting 

utilities do the type of thing that I described 

•arlier ... -
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GOVERNOR BYRNE: 

support for this bill? 

Do you have bipartisan 

MR,. BAER: I don't know whether I have-~ 

yes, there are a mi~brity of iepublieans, I think, 

who will support it. 

But I must say in all f~ankness, like 

most of the legislation that has attempted to 

restore a fair balance between landlord and 

ten-.nts that I have sponsored and passed this 

legislature, most Republicans don't support it. 

and most Democrats do. But ther••s some of 

each and, fo~tunately, because of y~ur leadership 

th•re are enough af us Democrats here to see that 

thls type of legi~l&tion carries and I think it 

a•n and it should. 

I did want to •ention very briefly 

another feature to protectin~ that situation, 

t>1h.ich is the protect.ion that StHrves both for 
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the tenant and the buyer. Because there have 

been too many instances where people have 

bought units not knowing that a tenant waa 

going to continue renting there or not knowing 

that a tenant could stay there.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 ~ertain way so that 

that potential buyer cannot then 90 and plead 

hardship as a basis for jacking up the rent. 

Frankly, they won't b• victimized by someone 

who doesn't deliberately inform them of what 

they•~• getting into. 

GOVERNOl'l. BYRNE t 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 moat urbanized state in the 

union which has been innovative and a leader in 

so many other areas, legislatively is a leader 
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here and does not meekly follow mei-ely where 

some other states are now, as some of the 

previous speakers have suggested. 

Thank you very much, Governor. 

MR.. ·O 'HERN a Tluu·e wi 11 be a short 

break now, about five minutes, for the steno­

grapher., 

(At thij time a brief recess was 

taken and resumed as follows.) 

MR. O'H!:RNr A.11 riqht, ladies and 

gentlemen .. 

sit down. 

Let's 90 back to work. Everybody 

we have three more what I would call 

lay witnesses, and then we have three wittu:isae• 

which we consider. professional or disinteu:·ested 

witnesses who we have invited here to give their 

~omments to the Governor. 

position. 

They take no advocate 

we will start again with a ten•nt 

representative, Matt Shapiro, of ,ort I.ee. 

If anyone can shave two minutes off 

their presentations, we would find it w•ll 

reoei ved. 

MR., SiiAPIRO: Governor Byrne, me•bcars 

of your administration, and legislators,wbo are 

8-0 

,;[ 
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present, thank you for inviting :me to te•tify 

as an expert on the condominium conversion 

crisis. But just what am I an expert on? 

As first vice-president of the New Jersey Tenants 

Organ~zation, and until a few days ago pr•sident 

of the Fort Lee Tenants Association, I've spoken 

to thousands of t$nants and·h~ard their tales of 

conversion woe. I am, indeed, an expert on 

misery and suffering. 

But the real experts are the disabled, 

the long•term residents with roots in their 

communities, those of less than average income, 

the elderly--the tenants themselves. It is 

really from them that you must hear. 

I'd like to ask the tenants here in 

the balcony today, e&n you afford to buy? 

THE PUBLIC: No. 

MR. SHAPIRO: Can you afford to move? 

THE PUBLIC: No. 

GOVE~NOR BYRNE: Mr. Shapiro, I 

appreciate that, but I would also appreciate 

if you would hopefully get at some facts~ 

MR. SHAPIRO: That's what I have 

b•en asked by the organizations I represent 
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to do, to present you with statistics and logical 
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_told you that 5,709 fa• ili•• ••r~ faced witb 

bean improved for only 3,02• unit•~ 

of one para@nt of the 700,000 piecem of bricks 

As such, it wa~ not a 8~rioua problem. 
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Well, weave wait•d ~nd.we've seen. 

Only 10 months lat4;1:,: on Nove!J)l>fltr lJ, 1980, the 

number of f•m!lief!l opp:r;-es,ed by conv~rsio11111 totalled 

15,978 spr~ading through 57 citi•• at4 the m~j~rity 

of the legislative diftriets an~ counties in this 

state. 

To4•Y the figqre i• Pro~~bly a~ound 

18,000 families, wb~eh mearua •bo\lt 45,000 men, 

women, and children. Tbis repre«urnts fix percent 

of the 300 ,ooo familituJ J.n this atate living in 

buildings with more than seven units, which are 

the only ones feasible to convert. Actually, 

even that figur• hides the ti-ue impact on some 

communities where the percentage goes as high 

as 45 percent. by Port :tee. Mul!Jt we wait until 

all 300,000 families are force4 out of their 

homes before this problem is cQnJide~ed r$ally 

serious? 

The proponents of copversion say 

ftso what, the more the merri$r. After all, 

conversions a.t·e a positive foJ.:"ce in a co1ninunity • 

They incr••~• tax ratable&, affQrd the oppor­

tunity of home ownership, elimin-te unde~irables, 

and they result in capital improvements and better 

mainteruance. e; 
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F'tu:t.hermorffl, they say "Landlords wouldn't 

be converting if they weren't poverty stricken by 

rent controlra J\nd anyway, what gives you or 

anyctne else the right to tell tne what to do w:l th· 

my tenants or double all their rents so they leave 

willingly, t.hat'fs ~y bu.minetuai" I'm the landlotdo" 

•~11, w~, th~ t6~trit•, do ha•e -ome 

ft ii ttUi that pt&pe~tr ta~••-~• ~-ch 

higher on cH, ... op1 and condominiums,, That means 

that people pay much rtH)re in taxe!i tor t.he same 

exact housing .. 

a bG.nefit .. 

It if! trui that th• jo~ealled "oPpot­

tunit.y 11 of a form of home ownership is "afforded" 

by conversio~~ nut it 1• afi6fdable? 

Sinefl'j the post ... oonversion monthlf housing 

costs is urn.u1lly dcn.'llble the :in::-e..,;convetsion rent, 

tho answet for mo~t of us is a ~-~6Uading noG 

S0Kr1e, 'With t.he rtUJJourtHllUJ., may J::n1y their homes, 

but th• word 1 dPfartbnlty~ ~bo~14 b• replac•d 

by the words ~forced :tip..,,off,;i, 

Now II it ifl tr\Jf; that moist of us tenants 

t,1111 be eliminated since w~ can't afford to buy 

,_·s 
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and p~y.twiee th~ l\'!Onthly cost.a. ll~t we don't 

exactly agree that we're all und,,ir~ble j9st 

less mo~al as a group of peop;l.e. Renter doesn't 

mean transient, although t.heJ:"tt •re son:ua tenants 

who don't stay in t.h• '•~• p;l.acf.lt too long. 

They are transi•nts, but t~uly ~h,y •re not 

really effected very much l:>y conversion since 

they sort of self-eliminate. 

But·w~at about the retit of u• who have 

established roots in 0'1r coromuntt;r for the last 

five, ten, fifteen, or tw1Jnty years? What 

about those of us who l!l.re di1Jllbled or over the 

62-year old hill? What. about tho•• of us who 

earn less money than t.h, averag• person? Why 

are we considered undesi.rable? Is it only 

because the peopl~ who will r~Pl•c• Uf will be 

much rieber than we are? W• <ion•t think that 

are government should be s9pportirig that kind 

of thinlting. 

As far a, the tre~•ndous capital, 

improvements and superior maint•n•noe that 

suppos•dly result from converston, we've seen 

no evidence of it ct.her t:h.an suptrfici,,_l cos-

znetic changes to entice buyers. In fact, 
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se.v:ere. lack of heat prot>iems this sUb .. zero 

winter are the1.recentiy con<tetted Northbridge 

and oeanvi1le Apartmentt. tt:.•a teai1y not 

surprising. 

to stiy in the•••• plA~~, th•~•i~ not much mon•i 

left e>ver tor impro11etti'ints., 

it's nonsense. 

li•ited controls on rents that we fought so 

&ut it'• like 

comparing a mou.ntain to a mole h.111 .. 

iect.ing all at a.nee from tw<> to five times the 

current value of t.he b.uilding; whi.ch tra.nslate, 

to 2:0 t.o so timelli his o·riginai cash t.i,:ve,atment .. 

86. 
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in the extreune .. 

landlord what. to clo \fit:.h hi, p;-ope:rty ot Jlis 

tenants, we are just as outr•g•d now as ever 

attitude .. · Your propearty, Mr. Landlord, 1• my 

home.· We live in a twentieth qe»ntury democracy, 

not a medieval feudal state. You are no lon9er 

seen fit to insure that w• tena~ts, at least, 

No longer 

can you evi<:t:. \:Ui ,rithout. ju1111t cause or raise 

our rent, uncon~olon4'.bly., 

But you 3 ve found something new that 

you want to do to us. You force u, to buy 
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what most of us can't "ffo;-d to buy and certainly 

cannot afford to nu111~t,in, or to ~ove where there 
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the nerve to cry no government int.erfetiance wh·ien 

you know that were it not for the f~derai govern­

ment• s interferene~ in granti'ng you a mafssive 

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

t'n,'re, s hothing wrong "'i th t.hat greiad in and 
of itself; but it cannot Ju~t1:ty the cal-:.a·.,t'.roph1c 

buy httt must sell almos't immediat~ly, th'i 

'phehomehal hoUslng cbst J.hflatlon ln con~ertea 

'hull.dings and al-6 lit the r•maihi:ng r'ental 

builtllngs that a:111r;,'lac'ee·11 com:p'et.e :tor, 'an'a 

one, 

with the limited it.mount of mart.gage mon•:v avall­

ab'lte t6da.y, any of it is used 'tor cohver11ion 

cannot be used for building1 and, secondly, 
' . . . . . . . 

· :,ji~c~ 't.wo-t.hirds bf the convsrtt!id uni'ts are 
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normally bought by out•id•r•, ,QQording to BUP, 

who would nor1TtallY purchase n•~ condosnin.i.-ql¥1$, 

the demand for new condos is dr11Hstic•llY i-educ;:ed. 

The g<;>v•rnment must ;.-n.d c;:•n ~ot ,wt ftly 

to protect ita people. 

89 

legislature, A-2286, 1'fhtch wj,,11, if p~u1seci, go a .­

long way tow•rd correctly the •vil~ of conversions. 

The bill would require that t-.,,o~thJrdf ot the 

tenants agree to buy befQr• conver11ton iJ allow•d 

and would not allow the evict OJ\ of those 1\\0St 

seriously affected: long-term resident•, 61••bled, 

senior citizens, and tho••.below •v•rage ineo••• 

The displacem~nt; p1:oblellll we>uld be partj.ally 

eliminated and the bargaining pc,sition of tenants 

would~• dr•matically improved so that the cost 

of conversions would neo•ssarily,decrease aignJ~ 

ficantly .. 

There is only one·t.hing tbat •t~nds in 

the way of this bill. That is, tbe massive 

real estate lobbying in this state 4nd the large 

number of dollars it contributes to t.he political 

campaigns of so many legitlators. 

Governor, WI'$ ••k your h11lp in supporting 

A-2286 and convineing the m•mJ;,ers ot the senate 

and asaembly th•t p•ople are ~or~ important than 
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dollars. 

May I just ask one guest.ion? There 

are a lot of tenants that. came hoping to be able 

to speak directly to j6u. 

hear thbs~ t•ritrit*? 

speak$ 

GOVERNOR BYRNE: 

from ~Y stiff will. 

if± d6n't, iomeone 

If «!!veryone keeps moving ' 

along rapidly, we might have a few minutes hef.ore 

the break. 

everyone tb hold to ~ou~ ti~•~ 

your timee 

You went over 
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So let's try and ptovide an opportunity 

for those·lay cit.ize:ns to be heard by moving along 

rapidly. 

Geo•rge Sodowiek ~ 

MR. sooow:tc K: Govetnor, Comrnissi'oner, 

I s,d like to thank you. for this opportsun,ty to 

speak t.o you. 

I 'm a:n attorney., and I re pre.sent. many 

property owners and developers .. 

IIWCoinversion s \If The word alone bring,s 

. j~fiifial fear t.o tenants and mixed emotlons to 
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we can s•e from today, i~ ~ highly emotional one. 

However, this hGaring cannot act on emotions 

aloneo We must, a~ difficult~& it may be, 

act to sep~r~te the ~motion~ from the facts. 
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Web~tin:· ® i?il Dictionary defines conversion 

as the act of tran~formation~ In re~lity, this 

is what. doeil happen.. Apa:t"tment rentals beco•e 

ownership resid*naem and tenant~ beaome owners. 

To some~ th!a may stu&m 11s an ov11.u::·t1impli f ieation, 

but the results of this tran~fo~ffl~tion are that 

tbe benefits of conversion outw~igb~the detri•ents~ 

As the Boril!ton City Cou.ri.c:il found, condo­

minium ~onversion~, in ~nd of themselves, •hould 

not be aonsid~r•d an avil. To th~ tenant who 

faces pofisible displacement, it is an evil; but 

not when, as provided under our New Jersey 

statutes and r@gulation$, the tenant is given 

sufficient time to ex&mine the housing market, 

to evaluate ~vailabl~ hou~ing &lternative~ and•-

MR. oeHFRN1 ThiB i~ ju~t wby nobody 

else is going to get to talk. 

MR" SODOWICX ~ 

And it allows the tenant to formulate 

future housing pl~ns in order to deaide whe~her 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

H 

12 

13 

lit 

''ts 

'rti 
17 

18. 

19 

20, 

21 

22 

23 

24 

25 

t6 ~-tahlli th• Ubl~ of t6 telod•t-. out Gb ... 

and ~o.;..c1ay periods plus throe ... t.6 ... four year• to 

a maid.mum of eight yiarit luring -which a tenant. 

h~I thi flfht b6 t•Mllft lh hil ahit d•tt~l61t 

offiri fuore thin enough t.:i.me tor any tenant to 

maki an lnte1iigir1ft. dicision and tlna a:t.t•rnatlve 

hth.1sing ii the tenant decides not to purchase. 

912 

To lmpose lny further testtietions on the land.lord's 

rlght of aJ.lena.td .. on would b$ unconscionable. 

i:t hai been found tha.t, a.ill contra'ste;d 

to 're'n'ta1s, homi ·ownership. creat.ea an lnt.'11ree't 

:tn :t'eal est.ite 'iriihlch tlnd.s to 0ontt1bute to th·e 

maintenance and pf•'servat16'n of hot'!'sirtg an·a 'to a'n 

inc:r;e;ase in real ill ti te ta:<es., srhis is to ·stated 

:in t:'ne mun reftort.. All this has a rpos:Ltve 

sal,ftary etf~crt on the neighborhood, the mun'i:..,. 

e'f.pality, and its piiop1e., We should encou'riafe 

'an txtcr~ifase ln such owri:iiitr'!lih:1.p or at the ve'ry 

ie1.1fst ·'a:vota d'iscouragl.ng it .. 

'The Hoo riWiport on cion.v«h:s:1ons "founa 

thi:t there is an increasing d&mand tor \home 

o·f ·rental unit.~ of f,at- an 'a'lt«Hrn&tlve to the 

higher pric~d hou$in9 ~ The converted condo• 

mtniu:m off~rs to an individ\litfl the Airie:tician 
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dream, the opportunity t.o O'W'n a hom~ ... ~ 

GOV:!RHOR BYRNEs 

to be Americans, and we &:re •11 prou<J of the 

fact that this is a country where if you don't 

agree with somebody, at least you h••• th, right 

to speak. 

MR. SODOWICR: 

As the HUD repo>:"t st•t,ct, tinae the 

converted rental units a.J:"e oft.en, l,eJ& experAsiv• 

than newly const.rueted units, tlltY prov.;de a new 

avenue of ownership tor •m•ller, yoµ~ger hom•­

owners who have inconu1u1 insuf fieiel'llt to buy 

other types o t housd.ng .. 

opportunity for individuals tQ pu~cb.as• housing 

should not be denied or made Pf'&etteei.lly un­

available. 

We contend that the pre11ent state 

regulations and statutes rel•tive tc tenants' 

rents provide t.he most workable and equit$ble 

program. th• tenant is given s~fflcient time 
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to make a decision. The prope~ty owner ia gi~en 

the right t.o convert subject to theae tenants• 

rights .. For us to adopt any •~rieter restraints 

upon the owner's rights would not only be uncon-

scionable but probably ill•gal. True and yes, 
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tection are greater than in almost allot our 

si,ter ~tatei9 Ho~•~~~, it cannot be for9oite~ 

an(l it mt1st be teemph&si~e:d that. property own~rs 

too have rightliiJ .. 

tt is intefistlhf to note that the HUQ 

report ~t•tes that when changes in del\\'liu1c! ~uio, 

94 

jupply r•~ultifig f~a• oo~••r~ions are ju•tapo••«, 

th~t the effect on th~ r~ntal mark~t is eonsid$r•bly 

less t.han t:h@I tot.ml o:f all u:nit,s 00DVt1U'.'ted" Thi$ 

is $0 becau~~. bnlik~ other los-•• of rental 

housing, convet~ion often results in a eon-. 

comit~nt ~•ducti6n ih r&ntal de.and because 

previous r~nters beocnne hom.eowruu:s., 

As ~tated by- the Florid& Division of 

L.and S&les and condominiums, l@gis lat.ion such as 

moratorium and .1u111oei&t.od r@nt control, tenant 

approval as• condition to conversion, and 11JiJtil•r 

regt,1lat.ion prohib.i.ting or sevilih:-ely remt.rio:t.ing 

conversion aotivity is an o•e~~eadtioa td a 

symptoin.. The r~po:rt. furthll!r stated that •uch 

legisllllltion im det.riimental to the fulfillment. of 

the long-term hou• ing de-ires and needs of our 

ait.i:uins and it adversflly impact~ upon the 

operation of th• free mark~tplace. 
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We have heard today an,int.eresting 

approach to the displacement of tenants, namely, 

the Sh.a.red Appreciation Mortgage Approach. This 

idea, among with others stated, should be further 

investigated a 

The problem being discussed here today 

relative t.o tenant displacement does not have 

an easy solution. We sbould not rush to adopt 

the easy answers put. forth until we have inves­

tigated orally results produced by these addi• 

tional answers. 
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We submit t}lat the advantages produced 

by a conversion, such as home ownership, st.ability 

to the neighborhood, improved maintenance and 

preservation of housing are positive fact.ors 

which should be encouraged. We further believe 

that the negative effects on tenants have been 

greatly minimized by virtue of the present New 

Jersey statutes and regulations. 

It is, therefore, suggested that the 

present state of regulation does not encourage 

conversion: but, on the other hand, it do$s not 

discourage it. This evenhanded approached should 

not be disturbed. 

Thank you. 
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I would just like to add one brief 

comment .. A question wa,s raised as to the federal 

I ha.ppe;ned to have brought with me today the 

acc'ounta on development. choices for the ;90 's., 

dat:ed November 20t.h, 1980. 

I'd like to just re~d on page 27 i'n 

regard to :local development regulations and 

state legislation to h·elp insure an adequate 

s·u·pply of housing., 

"Remove rent. control and condominium conversion 

.poor households subject to displacement:.• 

Thank you very ·much • 

MR. O'HERN: Is that part o.f t.he 

called McGill Report? Do you know? 

MR., SODOWICI<'.: I ·think so, but I 

wouldn ''t s·ay • 

GOVERNOR BYRNE: Thank you. 

so-

MR,, SODOWlCJ!C r Thank you ve.ry m.uch. 

our n&xt witness i~ 

Patrick Morrisey, Director of Tenant Services 
I 

for Essex County, a private, nonprofit organisation 
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in Eli!U'l:X CO\Ullty., 

MR,. MO:tiUUSSY: 

You for .inviting m~ to addres!!ll you t.Qday., 

I should corr~ct the intro~uctian$ 

l'm the Director of T0nant Sffirvlce~ fqr tbe 

County of Es~ex, which i~ ~ govern~ent p~Qgr&m 

sponsored by Es~ex Co~nty t9 give aasi•~~nc• 

to tenants, probl~ms they have witb th•ir land-· 

lord and their api\rt!lf!ent.. In f.11Qt;., l1uxt. year 

7,200 tenants turned to my offia• far assts,ance. 

I'll be very brief .so thl:!At the other 

t•nant8 who are here tod~y aan b• h1arO. 

Tenants cont~at m~ rega~ding rai,e4 

rents anywhere from ten per(;;!ent. to 25 percent. 

in those town~ wi t.hcH1t. rent. control~ They 

contact 1,n,e bec~1.uie the l,u11dlo:rd is tatling to 

They want. 

to know how to get fair treatm~nt@ But one 

of the most common problemo is where can I 

find an apartment~ 

The mark~t i~ ~o tight that some 

super~ ar~ collecting up to $600 in illegal 
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key -oney for a tenant to get a vacant apartment. 



1 

2 ·, 

3 

4 

5 

6 

7 

s 
9 

i.'O 

u 
12 

13 

14 

is• 
)]16 

1'7 

18 

19 

20 

21 

22 

23 

24 

25 

'S<ime o':f 'thos- tenants are here toa·ay. 

T411'la'nt·s ,n,ik \1.nothe:r que·stlo'n, ,,.Wha't: 

cfo I do now that :my apartment. is being e·on\r~tit/l·d? " 

Th"et are !tere from 20'0 'Mount Pi'e1111-i·1: 

'AVehu~ in ·west orange .. , They are here from 377 

sou't/h · Harris i'n ta.st ora.tfqe.. Tenan1ta are '.fi1ere 
fr'o'm '.Atlan'tic city,, frc:m veronlil, For't tee, clu'tt'e'n- . 

'!>'erg,, rtlnlon, and most of th'il corner's of 'tn1e ;s't·alt:ti. 

Th:iy fl!'cfe conv•r• ion'si and they face t:he 'c'ho1ce 

·of buyi'n"g. or move o 

unl.'ess you 'arG hlgh incoie ·a·n'd yicu 

p:r:1e'vloui 1y 'sold a :i-1ou'se h',rvln.·9 a tau:'«;,te ·a.m'o11n:t 

of equity, you cran •t buy.. You don •1t 'have a 
chswnp'a;riirnt that wi 11 l@t you into 'th:e hou'tfin'g 

th1a'n aver;age income , you 'can• t get a m'<>rt·ia'g'e 

ln 'today's money mark.el. 

On the questl'on of moving, !ewtir ia,tp·a'r't­

xne.nt's are available iuid thl r'ent incr-'e•ire 'f1o'u 

1:fac'e when you ar<t moving :ts gr;fal. t'er tl'an 'th'• 

annual increase you face as a l.ohg-ter'm t/en~n't,. 

tv,n in towna1 with rent contx-01, soMe ha'vi> 

vaea'nay decontrol ail.owing the rent. to 'g6 \''o 

the sky when an apartment is vacated. 

But t;h$ liiave of ·condo ~onver~lon l'i 
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half of the tenants out in th~ street ~n~ a con­

This 

wild .. 

The previous speaker otl,led conversion 

a transformation making it sound lite~ religious 

We want. a 

We want to know that we 

rent won't increase faster th~n o~r ability to 

pay it. New Jersey's housing policy must be 

law. 

t.o :buy .. You hav@ just got a little time before 

the noose tightens~ 

so what's causing the wave of condo 

There are those that claim that 

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

some truth to ,,this because we are in a home 

b\J.ying market •that is symbolized by panic with 

hom• prices and mortgage interest rates moving 

U>O 

to sky-high levels, if they are not there already. 

I talked to a lot of people who thought they were 

going to buy and say, "If I don't do it now, I'll 

never do it." Panic.. Panic is what. symbolizes 

this m-.rket. 

But, in faet--and you have heard a 

epeaker say it today-..;what is fueling the con­

version market is phenomenally high profits. 

Now, there a.re those that claim condo 

oonvereiens are ci,:tuaed by rent controls. But 

when we look at Chicago, the city with the greatest 

conversions probl•~, it has no rent control. 

But as co.ndo conversions continue and the housing 

market in Chicago tightens and landlords have 

less incentives to maintain or to hold rents down., 

what's likely t.o happen in Chicago, it condo con­

versions are not regulated, is that. the tenants 

will press for and will win rent controls,. 

Chicago is likely to be the first city where 

landlords will claim th.at rent control was 

caused by condoiminitRm conversions .. 
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Governor Byrne, ten~nts are more 

vulnerable in today•• houstng market than ever 

before .. Now, not only just to4ay•s tenants, 
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hut future genera.tio11u1, those who face a housing 

1ttarket tighter than we've Si«iH:tn since World War II. 

It is them that we must look out for. 

I~ light of New Je~sey!s e~vere economic 

problems and nationwide problem~ of inflation 

and unemployment, condo conversion makes even 

less sense. It takes a necessary omen of life. 

'!'hat is, our housing pushes up the coa-t drastically. 

What could be more inflationary than pushing up 

the price of housing wbile creating no n•w value 

is direct capital toward specul-tion rather than 

toward growth. We are creating no new jobs, 

creating no future economic development. whatsoever. 

The tenants of New Jer,ey need your 

help. We know you've supported us in the past 

with excellent laws like truth ln renting and the 

just cause eviction law. We need your help now 

more than ever .. Tenan~s in Nev Jersey need no 

conversions without, at least, two-thirds of 

tena~ts' consent, as specified in B~ll A-2286. 

Tenants need protection against eviction for 

senior citizens, for those of less than average 
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inc::01ne , arid for tJ:hHh& who hive 11 ved there as 

ic,nf.:..tlrm teniht• .· tor tivi years or mori. · :ror 

ti6il tittattti ln towns without tent aontt·o1 wne 
atiy in in othi:rwise converted apartment building, 

that fi'i&d thi ~r'bteetion of tent control or elie 

t.hiY w111 be iU.splaced by high rents rat.h•t than 

i,y·-· the acb.hil ct>n•ersion it.it.if . .. 

Thank you for· allowln.9, me to e:p•alt. 

I'd lild~ t.o leave with you a spictal 

twt>~plj;,t liisue of "Shalterforce," which ••t,1·a1na 

th'i cfonii,ita.ion pr'o;blcim from th• 11ta1nf!:po!nt o! 

·can I ·aiisk if any ·n•ew re'nttt1 hotrs·ttig 

t·s tfei'•n·, :b'ui lt in E's•ta·ex eou'nty toa,y? 

'btd:t·t. i'ri Va'rona ·whe'r" x u·nd·e:rs··tan·d ·t'.'hat: a ·two-­

;t>"•«tiroo·:m ·ap'1t'r'ti'tte'n't --thea1e "are not. l:u·xuti,y ,·a;pi\'f:''.t .. 

mezi't'a ·c,r, al't iea'sl·, th'ey ·ar• ,.:t tu·xu'ry .:pt-tree 

bu~ iio't ·1uxury '•ur1:oundi:n,i• .,.;;.,a 'tw-o..1bwa,tob·m 

jov .. ;rn·utent, f'ederal, '•111a1~;e, or otheni·ae, 'todk 

an intereilt ·in guar'anttt4d.ng mort~age payai.ent:• 

through 's«u'iicir citi•z'ena, th'at it wou,J;d :a'•l·le-vi'at:e 
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this situation? 

MR. MORRISSYs Well, it would certainly 

alleviate the l)roblem for those who wanted to 

try and buy. It would obviously aut down the 

cost.. 

To me, as a taxpayer, it makes absolutely 

no sense because I think that that is subsidizing 

the high profits made by the converter. 

GOVERNOR BYRNE: Daniel. 

MR. O'SERNa Thank you. 

Our next speaker is from Mont9omery 

County in the State of Maryland, which is just 

outside of the District of Columbia. 

They have had considerable experience 

in condominium conversions, and he will .describe 

their approach., 

He may not be here. Ted Baldwin. 

He's not here. We'll.go on to a New 

York attorney who has had experience in cooperative 

conversions. He may describe for you some of 

the benefits should you choose to adopt this 

position. 

Sy Rabinowita. He may have represented 

Horizon Rouse. 

MR. RABINOWITZ: Not Horizon House. 
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Good motning, Gove:.r:nor.Byrne. 

is Seymour Ra:t>inowitz, and :r would say tha.t in 

my 31 years of legal practice, I h·ave Probably 

completed 3'0 conversion efforts over the years 

during what I would ca.11 ''bad times" a.nd during 

"qood time a • • 

I don't come her• to talk about con-

jecture., I oome h~te tc talk about basically 

experience.. I think one of the prime examples 

thit I c~n giv• ybu of exp~rienoo is the con~ 

vetiic,n that was recently completed by tha 

There .are 

conversion andi am a matter of fact, the repre­

sentatives ot the very strong tenant.a committee 

wh·o happens to be alt.ting on my left, Jay Be:ne.•son, 

was the negotiator on beha.lf' •of the tenants. 

At t.he end of the four""'mont.h ,pecri.ocl, 

str.ea'ngely enough 1132 tenants choose ,to b.uy 't:he,ir 

apartments. 

THE PUBLIC: 

MR. 0 111·BERN: 

What's their income? 

P·Uiase, . please e 

MR. RABINOWITZ t 1132 tenants eho&a:e 

to buy their apartment,. They bought thcifir 
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apartment and in truth JOO of t~e~ have chQsen 

period. 

getting it. 

experienc,. 

ience. 

01. the JOO ~~les that h~ve been 

tioing law, I have be~n ~ ;-enter. To this day_, 

unfortqnately form•, I•~ a r~nter. I have 

31 years, and I've b~en m~rriad 31 years. I 

., 

whioh I hop• and p~ay will be cQnverted because 

I can't afto~d to buy~· ho~me, but I may b~ able 

I j l,18 t c aine • 
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I ,am going to give you,one more per-

aonal experience. I am about to offer tor 

co:P.V$r$ion the development with which Matthew 

Sh•piro is attending8 From '111.Y observation and 

fx-oa the engineering reports, which I have 

r~ceiv•d from independent engineers, that 

deyelopm•nt requires $7,800,000 in repair• to 

.it• m•jor component syste!llS in order 'to prev•nt 

it~ complete dt.1terioration within a very short 

nu•h•r· of years. I am not th.a pr@sent owner 

of tbat de.velopment. I am merely its converter. 

Thfl! p.:r.~semt owner c._nnot get $7,800,000 worth of 

fi•ancing t.o ti.nanoe these repairs. It ne were 

f.ll'.lle to borrow $7,800,000 with w~ich to make the 

repairs, her could not get a return on that money. 

lQ.6 

If he asked the tenants f~r a reasonable 

rent incre•se $0 that he could get a r•turn or 

ev•n if he wanted to borrow $7,800 ,ooo, n.o be,n.k 

would, giv•. it to him. The rent control laws 

in the Borou9h of Port tee would, prevent. him 

from getting it. So be can't affor~ to make 

tlle repairs.. There is at the momeftt no cash 

flow return on that complex., 

What's <the aru,w~r, Governo.r? ! think 

simply the a.ns.wer is the books are open.. If 
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anybody looks at t.h.at prospectus--

'l'ME PUBLIC: 

open the books. 

What's ~n the books? 

GOVERNOR BYR.Nla Go a~ead. 

MR. R.A:SINOWI'!'Z: We make full exposure 

oft.he problem which will be forthcoming in two 

weeJcs. 

But let's 90 to the PQint. The point 

ia no developm.ent--well, let ••·vet back to 

Borizen llouee t.or a minute, and I.don't want to 

go beyond my ti.me. 

At Morizon Bouse, 300 purchasers could 

not afford to buy their units with cash. 'they 

had to go to a bank or banks toaeek financing 

of·. their purahaae price•. . There were four 

turned down on the basis of insufficient. income 

to qualify them for mortgages on their units. 

Two hundred.--

THP PUBLIC, ~hat wa•.before. 

MR. RABINOWITZ: No, some of the 

tenanta happened to apply for mortgages when ~he 

rates w~re in effect at 19 percent. 

make the rates. 

!'HE PUJ3LlC r What were their ages? 

MR. AADINOWI'l'I: What.were their ages,? 

10.7 
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MR. 0 'HEI{N : 

MR. RABINOWITZ: 

jov~tao~ Byrh,, •enio~.eiti~~hi pdt~h~•~d 

th• Ht>i'izon House, young people purchased the 

Borizon Souse, people of all ages p~rchased the 

People basically who could afford 

t.6 <>wn their units purchased their Horizon House., 

I can say to you that in the City of 

i•w York, wher~ I aimo hive some expertisf), it 

t~ 'iny 'understanding th•t th~ city n'ow i's pr'e·parlng 

to c:,if'~ir pl.line to 'convert to coop•ratJ.ves many 

of 'the 'itbandohed buildings of the city o'f NEtw-

to ca:rry them and-­

GoviiNoa BYRNE, 

MR. RA:81INow:tirz s Ycfs., Governor. 

now going to ·a um up • I don't want to take ·much 

ie'ais ¾than allott:'ed ~ I hope t:o get out o·'f lfer• 

,;lth ''so'me 'assembl'age of my head~ 

we don •t hav4'!! all th'e answer:• \ti't~'h d&n-
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come down to one of two thinge: abandon the 

property or oom~ to the governll'.lent an<i say to the 

government, List.en, we have created a situation .. 

Help us out .. Give us 

our price and you run the building,, but don't 

ask us to subsidize in ev$ry poesi,.ble way t.enants 
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because that's not our job. Our job is to invest 

and to get a. reasonabll'!!I return. 

Thank you. 

NEaxt is J..lan Beck.man. 

Mr. Alan Beck.man is also an att:-01:ney, and he's 

from Philad&lpbia, Pennsylvania. 

· MR.. B ECJ:MAM : 

to say your Honor--good ~orning, Governor. 

Just in the way of ba<ikgroµ.nd in light 

of the fact that at least one of the other 

attorneys who spoke here did not refer to it 

opening, I have been the founder and first presi­

dent of the Couna11 of ~enants Associations of 

· Pennsy 1 vania • I am general coupsel to the united 

Tenants A.11sociatio:ns of America. I presently 

serve on the Philadelphia City Planning Commission's 

Steering Committee on Condoainiuffl and Cooperative 

Conversions, and I have officially repr•sented 

12 complexes where conversions were taking place 
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Much of what h&iS been testified to 

that I agree w'ith &.verything that As·senibl.yman 

I agte• and would also ask 

that if there's ,going to be applause, let it 

be After th& t-n ~in~t~a. 

with Vhat. Jar. Van Neas had to say. The state of 

Penn,sylvania, very unfortunately, e:oea not have 

such an adttocate. We don•t have the otfic.•. 

I wish we did.. I think his position·s were 

excellent and_ hit the problem• .right -on the nose •. 

I would also like to mt.1ntion that. 

liir .. Pa't'1'.'ick. Mc::-rriasy who just. taetified earlier 

raised Many of the concerns that I had intended 

to raise today. 

It is uhfort:unate, and. ·perhaps ,_a.a • 

Thor·n:burgh may d•ecide t.o do t.he same . thin,g. Be 

Wh-en ·we began lobb-ying for amendmen;tra 
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to what. was eallfAd tj.le liuniform Condominium A.ctfi) 

created in l.977 in Colori,t<:iQ, I was tbe only pertson 

lobbying for t~o,@ c~ang•~ ~nd was tre•ted, 

basioa}ly, as a Qfazy so that ther, were qo other 

lobbyists. But wne~ we ~egaq to mak~ b~adway 

.in our own st:ate assembly .flfter ou~ state senate 

had passed the Uniform candomipJu~ Act by an 

unanimous vote a£•• mo~ths earlier, •11 of a 

suad•n appeared a.bout a dozen lQbbyists. Alnong 

them were a formier lieute:fl,a,nt gQV<@rrior, ta forllter 

liaison between the g9V$:)!'.'nor 0 s oftica .and the 

state a.1uu!lm.l:>ly, and a 1nnp,ber of other very high­

priced individuals. 

Mr .. Rabinowitz;; c::<,mm$ntii,i aho-ut his 

experience struck a very familiar cord to me .. 

At such sessions as this, it is not unu~ual to 

find people testifying who talk about 30 and 40 

years experience in the r•al est&te bu$ine9s. 

That i~ h:i.gh-pricE)d e)l;perience ® That is high-

priced experience beaausa the clients of those 

individuals can afford to pay the tariff and 

they can afford to pay the tariff for the fol­

lowing reason~ 

Using by way ot ex•mpla Beaver Hill 

Apart.rnGn ts in ~Jenkintown, P14!nnsyl vania, a tuilding 
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Fox, we:td:: to cSurt. colftplairtihg that the ~isiismint 

iii itl6h tdb high jrid ih• btiiidihij *'~ nrit rjillt 

111 isso hi se>ld eke but1alng to A:meric&ri Irtvesdo 

biiiea ih c11ic:,h.10;. bne of the ililtgest convertei:s 

in t.hia ,-,t,tia~ for si~,200,000. In ahr event~ 
pooi- Mr., f6x c1:1.a q-uite wei1.. :t don't. biame 

tiiii oh Mt-~ Foi beca(ije ± think a.ii of us ~ho 

li i.il u~il~riylnf proi>i~m~ 
The underiyihg probl1Sim is that th1a 

tea~~il go,\,,r!lini6t. his not addf.es sird th~ nieec1i 

not aoing that. 

'But i~\ ite just 'tln1•b t11a't exampli. 

Ai .it. iut-hs out, ~hen Beaver Hill do'e~ lully 

'coh\rert, t:hey will realize over $35 ini1l.ioh 

For ln~·tanee, t1-fo of the three 'roof~ 

ihv-t>lv4Eid have not. been replacid since tlfe 1'u'ildihg 



....-. 

'-' 

2 

··3 

4 

5 

6 

7 

8 

9 

IO 

ll 

12 

.14 

.. -15 

16 

. '17 

18 

19 

20 

21 

22 

. 23 

24 

:i.13 

done tot.he rooms. There are continuing com-
. . 

plaints about incinerators, air.conditioning sy,terns, 

elevator ·system, et ceter,a, and nothing is be.ing: 

don• with regard to that. But the•· lobbies , 

which were reoarpeted two and a half years ago, 

were recarpeted once again.·. The wallpaper that. 

was replaced in those lc>bbies wtthin the hallwars 

juat two a.nd a halt year~ ago is being replace<! 

onc:e again. By the way,.according to the.worJ.cm,n 

by cheaper material. 

One of the things that has been _meu,tioned 

that·I_think must be given a great deal of att•n-
~ . . 

tion is the fact ot I don't know whether your 

state law require11 the inspectic;,n of the systems 

of .the building • ffhat happens in Pennsylvani, 

is that a: tlew York outfit named Lowenberg and 

Lowenberg or a Chic,ago outfit.named Lock.wood 

Green~• o•lled in by the most big, at least,, 

Chicago-based converters to do a one-day visual 

iriapeotion ot the property~ 
. . . . 

that they will without benefit 6f plans and they 

always put in a paragraph disclaiming everything 

that they ha~e done • In other words, you got 

no one .to sue once they g•t out; after they hay .. 

25 · i ·. gotten ·their $35 nti'llion.. .. · It. is a huge prob'l•.m. 
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How~vet'> ·f;iiy~ di{freii'~ed. I Wl1Ji IH'liP""' 

i •• 

p,~.-e:6 to. EJ,pea)s: aJifttt' )iijtf<i,·~i,:~•'•;~,, reit'er:s, whl~h 
• ,,. . . • 1 

••· -.4cf e.Ql'n.$1 of· xriY:\·~~~;:,P.:i1')na'l e,rpe;r :t:•nci•e .. 

r·o~ · ins:1~~~#:~y ~:n ••·~ o~c•,:ton · in Phil~ ... 

de.ipih,t~: we, wer-·e :~:.~~~ijjgi•.'&'µii 'o~h- qi ~Y: co-un,c i l 

··,· . 14?:l itf0i,~0t. e,o,n ve,t ~~~h; li:<iij,:p.~:t t:v,e 1 •. , bf.: l ~.ti on •. 

I b:jd, 't.hi.-- hap,pe:~:,i~~/ih~ oi.t.J·','. ~WQ;,· tht~• ti~e•. 

•·· .. An~lf:( t•he. fil:'sii;i~\\iie1._. <>-t4 i·~c1t · cuune· up. tq• m• 
antt j'iJ..'d,,, z •ve. n•~•'r :h'ici 'ti6'' t~:k~ a tranq,uilizer 

!'.n my/ +l f•, bu,t ri~~; ~~- d/.~:c,:tc;fr g"v.e DI«. 1;hes• 

lfit.;,,~ wbiite. p!.1-t~j:jh~f 'i:ii:., ,n:ow•~ · them t;q1 m$. 

~ht s.,e.;¢c-nd l.tttlij)}ij-~'i ·iittf ca~• up to· m~ a.n.4 
. . ·<:_::·\:.-:.\:. !~-~ -~{._.r .. :·:·:· .. ·.-<;· .' •he s-,.tci, I used . to t:a'k•··· those, hut tht1 t!aeto-r 

J;I,ae.- me on ~he, Y:ei',~i~,r,'<~-riii.> And ~he 1d)ird litt.1,e 

Q'l;,4 la-dy said, :t ~~1f-:t lcr,ciw, a;.bQu:t yellow •·t!t 

.-. ~l#'.potci:, tJu1t 1.- v·•1,tu111: in tw,o m-illigi:-am, fiv• 

. m~ lil,i,j~am, and t • n ittil ):l.g;;t:a,m:. 

:r •. have bt1,•n -WQ-~Ji;ing • 'fi.t1' !Nt,rrr ReEta~n•~ 

o,i\, ~- "60. Minut~s • pX,:e.e.i:iit-.tion whi.ch t:ihould b4' 

te-,ll you, in c!ld~an,e.,: tih.-~ ao'Jrie Qf the, eomment• 

tttacie in that i,h.o~,' ~ilt _b$ Mr, ;; Isenberg, wh-o i:s 

a veir-Y, dignified ~ii~iid 'i!toinan ;. will s-ta\e tt:11••- · 

l.lA 
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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 t.o go throi,gh what has 

presently begun in her apartment building, Beaver 

Hill, in Jenkintown. I can tell you stories 
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about. individuals who have had their sons>,· nephews, 

nieces contacted on the west coast by the con¥erter 

askiri.g them why they can't they buy the unit for 

tlu1dr pa.rents. The taotics are incredible. The 

profit ia incredible. 

Let me just address one other thing, 

and it was sort of referred to by Aseemblyman 

Baer. lie mentioned that whatever the curr~nt 

rental is, the sales price would probably be 

130 tiJQes that. That is not true, an.d it wasn't 

trtie a couple of years ago and it wasn't true 

because a couple of years ago it was at least 

150 times. Today it is 170 to 180 times. 

In other words, with a $500 apartment 

multiply that by 150, which is very cona•rvative 

today, it will be a $15,000 sales price,. Twenty 

percent down means $15~000 down plus $2 1 0~0 in 

closing and settlement costs. That's money out 

of the bank. 'rhat: 's money that no longer pro-

duces income, especially for older people to put 
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bread on the ~~ble with. After that, you've 

got to so~eho~ get your $60,000 mortgage. 

Assuming you are al:>le to get that 

mortg<11ge a,t yoJ1r present rate, that would be 

$800 to $1,000< per month in mortgage payrnents. 

Then you must calculate the increasecj property 

taxEuJ ,';J,long with your norrna l rnaintenan<."H;:i :f$e.s • 

I am not t•lking of the special maintenance fe~s 

when. the heating system breaks down an.d everybody 

has to chip in $1,600 or $3,000 a piece. JU$t 

th~. normal maintenance fee$ will a.mount up to 

wlla:,..t. the forme.r. rent was. That means a $500 

apa.rt.ment ha!1 become a $1300, $1500 apartment. 

Really, a.11 you buy is air space to begin with. 

I will very quickly try to stay within 

the, time limits. Some of the comments madf:1 

by Mr. Smith about increaeied tax base, yes, that 

is true in mo•t ca~es accordin~ to my experience~ 

l:iowe,v:~r, I WQuld ask you to also consider tha.t· 
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you do nqt pick up the trash. The mtmicipalities 

don't pick up the trash for apartment buildings 

today. There's a lot that municipalities do not 

do for a rental tenant that they do for singl~­

fatnily dwellings. 

I can assure you that there will be· 
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people here testifying about m~king demands for 

such services once their taxea Lncrease as mater­

ially as ~hey will. 

Secondly, this is about rehabilitating 

neighborhoods. t mean, 

in Philadelphia there ha9n 1 t been one building 

converted in North Philadelphia. They have 

all been in Center City or otherwise desirable 

locations. 

really has to do with location, if anything, 

It has nothing to do with inaom~. 
People have 

a right to choo$e if they wish to expend 60 or 

housing and many doe I think many of the 

peopl• here expend a beck of a lot more than 

25 or 30 percent of income on their housing 

today. 

117 

The idea that just aonver~ian stabilizes 

a neighborhood, I think that anyone from the 

tenants' side of this issue could testify today 

that in mo~t of the8~ buildings you have a large 

years, fifteen years, many of t.h~m for the 30 

or 40 years the building has b~en standing. 

With r•v~r4 to th* tax deduction, the 
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tax deduction Mould roake some sehae to me if • ' ,. ,. -, " ~ ' •~- ' ',• ... ' ' , .• , . ' . ' ' , ' ' '• . ' . . ' ! " 

l w~u:~ to l:>µy b~causa of r;p.y inco,ne t~x br~e](.'.f#lt. 

IQ\ !t ••~• not ••ke •ny ••ns• to •nrone wbQ 1, 

op a fil'ed income. The,y r;,irnpiy c,n•t \lf$f! tp~ 

rnµqb -~~al4td t•x d• ducti~q~ 

There i.$ t.ll~ wt>.o le .i~~u, of llpme QW~utrflbi:P. 

fb.t irt4t v;dµ~i \fhb w~nt~ t«:> bijy a ll.Qn1~ ~p(l r;,nly 

b•f $70,000 to ~•tend but te•lly h~• ~ ne~d for 

~ AQWe t.h{'lt; wc-ql.4 cost him $125,00Q, tb~t•s ~!-..o 

v~ry mi11e,0Jng. the $125,000 hou$e u191llf 

1:1,, tll~~~ t>•9rop~•, ~ g~r,ge, usu~llY • 1:>1,.,m,rr~, 

••rtiinlr • ~i~c, tf 1•in, a•d it i, •btJI q•1 

bc:;,µff. ijot ~:nl:y «3o ~btY e>,tn a.ir Sl?JQ! witt>..ip. 

tb~ w~J.;lllil, q'I.Jt tlley c,,wn th~ "1~l,lt11 ~p.e,ns.tJY•t. 

'l'ha~ $7$,000 ;Ln t.n, :Phil~d"lph,i• mark•~ ~tll 

~Ulf fQU n¢t:bi.llg but Jt'C>r\!I thai, .a ·~~l.~ C>~•-l?~d;r90~ 

~pap: t;mqiutt. Sc.> th!!.t. 4,J ~.Jrl 1bs9 J~t• f.t). l•~Y • 

'.Nl'9 !.dft of 4,mp;ov.,~ ........ 

GOV!RNOR BYllijE; .Ca.n I cu,: y.9µ qJ: t 

P,!l!!.(';&U!9·~ w~ }:lav• g0'1~ :th;rQ'l,9'h yo,~r ttm, . 

MR f' B:E:Cl\MAN: I r.•cog.niJ,IE!l tll.~:t I ~,.91:tt. 
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a meaningful piece of l~g~slation. That cer-

tainly seems to be, in my opinton, i2@6, which 

addresses most, if not ~11, of the real concerns 

of the people &s opposed to t.:tle p:ro-fit makers. 

There is nothing wrong with profit, but too much 

is too much. 

MR. O'HERN: David Wolfe. 

GOVERNOR BYRNE: Mr. Wolte is from 

Reston~ Virginiag anti a m~m.ber of an orqanization 

which specializes !n Pl1nning esta~lishment and 

management of comm\lnity associations. 

MR. WOt,F!: ; T.hanlt YOU, Gover11or • I 

appreciate beinq invited here f~om another state 

where we have had a gre,t d••l of conversion 

activity .. 
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I'm here to speak this morning on behalf 

of the idea of humane approach in the plight of 

senior citizens, moder,t~ ipeo~e housing and 

others affected by condominium conversions. 

I would say among our clients are 

tenant associations sponsoring conv•rsions in 

the city of Washington, D. Co There fore, we 

believe we reflect the respective of tenants 

es well aa others in the conversion field. 

I'd lika to begip my comments by saying 
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~v•u:·pl,a,yed, highl;y •rot.ion-.1 isaue and one ~Qt 

fuJl,y under$to~d t,y both proponents ana e.dVQ,r­

s•i~fs of tb• ~~ti6fu1riil~ d6ri•er•ion idea. 

Muijh 1tti~lition tha~ ha• evolved 

around the i••dt 6f d~n•etaio~s has ~een ill~ 

cont:l.4• red, and liJte t41.H'lir. control t>.a• oft~n 

f-.ilttd to a.eeomp1~eh itif aoo1al pui-po•••· while, 

a,t t.he same ti.mt enh4ncinc;r the i>o•ition Qt 

.-ffl'µ• nt a1t4.z•n• w-ho te~uite, essentia.lly 

nQ e,J)ec::i•l oon,i4,•tation thtough legie lat.irv• 

prcvi.siona. 

it is my opinion that any leg.it lat;l.on 

theit iSJ desicrned to deal with the social Pte>--

bJ.eJP-s of conversion •houl.d be atr,,ctu~ed, 

•ccordi~g to 4efin•d ne•d• which l'ileans, 

1Hi1>~ta~tial.ly, t:.o be deifine.d alo.ng tbffl ch.1:1:­

aQte.~A.•t~c• of those who r:equire protecttqn• 

1i0, 

.:, r 

•',.[ 
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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 ravidly depl$ting needed rental 

housing stock. That, if you will, is a red 

herring which clouds the real issues. By 

considering both riew condo~iniums 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 needing to 

rent housing. 

In recent years new additions to 

rental housing stock has been miniroal 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 housing stock. 

Conversions 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 words, th• problems 

public policies have created which discouraged 

on a wide basis new rental housing stock have 

121 
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l:>:y co~vf;l!ri4,onii• 
. ~ 

Note 1thouict be made of the 

recent IItf~ it.Udy on cohvei:'siohl!I •s well as a. 

s:i,mil.~r study ~y the state of Florida which 

in and c:>f themselv'es, but a result of sighi• 

ftqiant; pioblEitj\s d,iri'(iln.g ffom 11ublic polioi.es 

•. ,,ot¢:r; to m•ke decisions .. 

In. o.tl:le,r wOrds, iri the. context of tbe 

tot.a.l. hOtt;•.i;ng p.:fat~fe, th."e manriet ±ri which oorido-­

m~.raiijm• are, r•;.st.oitr1q bala,ijce to• re1ita1: hc,1.}.1tin9, 

ad,di;tion: o,f new, untts · is will as. the ternova,l 

o .. f ~.ot;e,n,tJ:~.)J t-nan.ti, f rcfm renting hous·.tng 

m~<rk.e:,~sC, th~· it,el.d,:E.tving defuahci. 

Let rile .tl:t;u.stfate my point b.y s,et,t:l:ng, 

f'cf~~i,., a \iiod:li; QontiJ .t.s•~ent:: wi.th prog~•m• we n-ave, 

~.or:k.,.,4., with Jin. a, nqtnbo:ri o.f iru/Jtance,s·, tor w,hi:ch 

Ji ean PE'.QvJ.ae •J;)e,¢i,f,f.c e,v!denoe • 

Asii:une ,tor t;hi!a sake of simplicity: 1,00 
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I'll get into in a moment. That leaves 50 units 

remaining representing potential depletion of 

housing stock. 

123 

Now, assume 20 percent of the total units 

are devoted ~o a long-term leasing program oriented 

to the low-income elderly and so forth, a long­

term fixed oost ot lease basis. That leaves 

only 30 units representing potential depletion 

in the housing stock. 

Now .assume that 60 percent ... -these are 

pretty defensible sta.tistics--of the remaining 

30 units will be sold to the general public who 

now are tenants elsewhere. That yielde 18. 

What happen~ from this is that we end up with 

12 units out of the 100 1 which represents a 

depletion of rental housing stock. 

What happens next is that within the 

period of the next 12 to 18 months, you will 

see somewheres around 10 percent of those people 

or a number of people who bou~ht initially moving 

elsewhere buying a home elsewhere and renting 

the units in that conversion. 

To make a long story short, what ends 

up is about two percent depletion of a rental 

housing stock occurs in this conversion. I 
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.mi,g:h:,t s.a,y tha.;, a number of people •are not there 

initially as renters by choice, but ra ehrer 'he­

ca.uee ,t.he:y ca.nno,t, afforr.1 housin•g because of the 
.1 

lack of ,moder.a:te ~ncome housing. 

Now,: to illustrate the point of the 

n•;~., to look at the total housing picture by 

~4ding in the new condotnin.iums, we find that in 

•t~~ tirst several years 20 to 30 pereent of those 

unit:.s built will also be rented 1 whieh means we 

hav-, new net additions to the rental housing 

stof;:k. Why? Because there are now new sources 

~f 1ocome of capiia1 going into the heu•ing be~ 

G•us~ formerly it took a lot. of money to buy and 

People on ordinary inoome--doctors, 

lawyers, business people, whatever--can buy and 

1hus, this new capital has beffitfi' 
i. 

re.gar(l.ing conversio:ns deals, with the· displacement 
I 

of l.o\tl a•nd rnodera:te. ineo.m.e citi.11,e,ns as Weill aEf 

HOD and other studi~• hav• not 

founcl th,is to be pervasive on one hand, but 

H 
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disabl~d person, senior citizen or otherwise 

disadvantaged person cannot be morally tolerated. 

I have personally worked on a number of 

programs in jurisdictions where there are no 

limiting legisl~tive 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. A number of tenants are on 

Section 8, and a number of tenants make under 

$10,000. Wi~h phase one of a three-phase pro­

gram completed, nearly 60 percent of th$ tenants 

have chosen to remain notwithstanding a period 

of unprecedented interest rates which have 

"knocked" many moderate-income people out of 

the marketplace. 

Our o1dest purchasers in this project 

are a couple: the wife ~s 89 and the husband 

is 91. Under federal law, lenders must lend 

a loan regardle~s of age. 

Now, the elements of this program that 

I have made this work and per~itted us to retain 

the character of the commµnity are summarized as 

125 
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DiiccbU,ht.s . to· a l.l t.eh,aitts of about l.S 

percent. a:dd'i'tiona1 d1$eounts,. to. severely ha-ncli,.:_ 

126. 

cappid <>i il:d.erlY of $3,000.1 a, 16ng.;.tijJ;-m leas•e 

prog,,::am fo.t up. t,~. 20 percent of the tenants with 

~iigibil.lty hilsed upon. age, he!lltb, $6<;1 tenure i11· 

th.a e.cuitniiih-iiy; r•-nt: ,d,atatneri.t of $ 3, ,O.QO pro.--

r·ated m6~t.hly ove-r- the life of the lc;>ng.-tttrm. 

lea.ae. fo~ the ••nior eit.tzens and those who ar• 

! 

. to sanldt- c-i 1dzens by virtuEI of the devele>proe~t 

ptogx-ams to tehanta on f.inanc.h'lg, purchasing, 

leas,fng, aii6 on the psych<>logieal stress of 

dealing w~th the advent of conversioll. !'he· 

results of this counseling, inoi<1entally, are 

Many peo,;-le have ha~ ions ; 'aaug-h·e,n:$ , . 

1a+zft.-l!'•· or Jriot~•ts· al· friEi~dt d~1JLff1t··~il1\1 
thetn t.o buy the unit because .ol the l!l'b1'~tafitial 

equity 1:>•nt'tfit represented Dy the lii•c6ont:s. 

Public hou.slng has been provided for' 

fe11ants in t::h~e• ptog:ta,ifls, ol t1hleh f i:~ jilila.1cing 

and a oreat.ive partne~ship between the t!th•elopet 

and the County o.:f! P'airtat, Vir~tnf:, 't.h~ e!1ty of 
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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 ooimnunity~ 

We are working on one conversion, a 

cooperative, where the monthly carrying costs 

are actually less than what the rent was when the 

project was a rented project. 

There are a number of details which I 

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

time is now for creativity. The issue is in-

flamed by different special interest groups that 

are involved. I thirtk the government role is 

not to satisfy one special interest group, 

d•veloper, or homeowners or tenants at the 

expens~ of another, b~t to aehieve a moral and 

humane compromise between all. special interest 

groups. 

In this issue, if there is any error 

irt legislationt it certainly must be on the 

side of the tenants. However, the legitimate 

interest of investors and homeowners cannot be 

100 percent ignored if we wish to maintain the 

eooti6mic character of thi• country which. we 

all benefit from. 

MR. O'BERN: Thank you. 
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Tl1.e ."G·<>v•:tnet h,i:\s agree¢!: to st.ay for 

tJ\i:,:t~e of tJ,,,,e puhlio ;;,,;f.t:t1esses. we 1 d U:::ke- thim 

ta lfntit t-:.heir remarks to not rare than f$Vn 

ro:4,n u :te-s • 

V¥1e • 11 start wit.h t>avia Bas low. 

i:s Mr .. aas1ow here? 

ASSEMiLYMAN' B~ER t Yes, he ls here'• 

M~.. BASt6Wt Governor ayrne, iadli'i's 

iitl;<!!, tint.iettreli, mi tta·ll'• it David aa s 1.ow 1n,~, t am 

tlle pi\'esi·dett t ~, the New Jersey Ten:1ftts Reseatc::h, 

!l<Jijeii4~i.an, and Devf'.lopmeht c>t.gahiz.e t.ion, :tnc;. , 

11a Pitt 11e11••nt •nd tntD~pur1t6¥ ef ta• 

New J-:r:sey tenants Organization. 

i'• ilk• tct tAk~ thii dPPdtt~ftllf Id 

pul'>;lJ::~1r thanjf Ythi, eovetnot ayrne,, fo'ir a:t.1 of 

i:he yea~s "' Y<>tlt su:pJ;1ott and ;teadetship :Lh 

att•~t>ting tit> tJre~tt11 a. ttiancH.~. in ti-ie ia,ndi.ard~ 

~•na~t rt.:ta tf,t)nihii> Eintl ha,-v!ng support@a'. ie,gli ~ 

1~iU.ei1 that: h:a,i: 1ttH1i t:el!1 :tn tfew ders«1(y • a t11n11nts 

be'.i.rtg t,fi.e we.st p:ttHJec.HH!ta teHtattts in the count:tty ~ 

Think yo·t, • 

:trt the atea G1t conversion, :tt wits yeti:t 

••~ti.iet i1fupfe>rtt, O(,H.isl)e,r t 1 'J 1 l , oi. fl.he eutliant 

ltfws t.l'ta.t wrov't.<J§d ~viei:!on"' pr0ef'do:ree an·a tl'td· 

iu:tl cit.efe:t(\ts•u::ir-i c,I edn,tefe:ten:,s, w=.ft:ii th'e ttrlr~!det:Ut 
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efforts of your Department of Community Affairs 

and its staff, that has caused a well balanced 

and fair process for changing ownership in multi­

family housing and protecting as well as giving 

tenants an opportunity tG own and, also, at the 

same time protecting the residents who choose 

not to own by providing a reasonable period of 

time from three to eight years to find new 

accommodations .. 

The existing law was not simple to 

achieve. Many monthsr phone calls at four 

o'clock in the morning, meetings~ negotiating, 

research, more meetings, more phone oalls prior 

to legislative action resulted in the best 

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 leg~l relationship so that 

the marketplace could control and abuses could 

b.e eliminated. 

The existing law and regulations have 

worked for most tenants and continue to work and 

have become a model for other states dealing with 

the conversion problem, while at the same time 
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it l'1as not frustrated the marketplace, the federal 
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good for venting frustrations but it doesn't 

get rental units built." 

The problem in New Jersey is shared 

throughout the nat.ion. Not conversion, not 

displacement of the elderly and poor, not rent 

control, but rather a critical shortage of all 

housing. The solution is not passing state 

laws that are meant to frustrate conversion, 

frustrate the federal housing policy, frustrate 

investors in the marketplace, but rather in its 

simplist terms, a solut.ion--build more housing. 

The housing problems of the elderly 

are not different than the housing problems of 
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the poor and also the middle class, no choice. 

However, if we were to legislate special conditions 

for the elderly, such as longer terms during con­

version, the housing problems for the elderly 

would get. worse. What appear8 as a solution 

to preventing the displacement of the elderly 

is exactly what will hurt them the mosts Thay 

will not. be able to rent. and, yes, we have laws 

saying that you cannot discriminate because of 

age, but our experience says that the elderly 

are discriminated against now. Our experience 

with the elde:r.ly tells us they do not. want to sign 
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statewide problem? Or is it centralized in 

proble• areas such as Atlantic City? I suggest 

that the marketplace says good deals work and 

bad ones do not. Also, it should be noted that 

HUD has targeted Atl~ntic City and Newark, a 

National Association of Neighborhood& Project 

that is attempting to deal with the displacement 

problem. 

Another area in conversion that i~ 

often spoken of and a couple of states have 

enacted is known as a percentage of consent 

before conversion takes place. This concept 

was reviewed prior to 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 ~inority that they could 

not own land, that they could not vote, that 

th•y were seeond-clsss citizens, and are we 

faced with th• second. problems if the majority 

says yes, convert. The concept of percentage 

consent is a non solution and should not be 
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the rights of other people who invest in real 

estate do not have. 

I would now like to give you the points 

that I believe will assist both of us in under­

standing our this law 1 perhaps, can effect all 

the rights. 

One, t suggest the prospectus or red 

herring should be served on the tenants 90 days 

before the Department of Community Affairs regis-

ters the document. The 90-day exclbsive option 

then would run from that tima., Why? Becau11e 

if we only have 90 days to organize, get an 

engineer, get an accountant to ana~yze the very 

complex prospectus served on each one of these 

tenar,ts, there is not enough time t.o make that 

business decision. 
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Two, the Department oi .. Community Affairs 

in my judgm.ent--and I have worked with these 

men--consists of dedicated people who are over­

worked and understaffed. I would suggest that 

that department get same consideration so that 

we can, at least, get r~u;ponaes so that we can 

move along with this process. 

Three, A-2286 should clarify to remove 

all doubts that a tenant: not: buying has the 
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time is not enough. None of us would buy a 

used car unless we've hired an engineer or hired 

a mechanic to look at that car. The same goes 

with this building. We have the engineering 
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report of the sponsor, but not our own engineering 

report. Therefore, the additional time is required 

Five, a guarantee of maintenance for 

two years. If unaudited reports are permitted 

by the Departfflent of Community Affairs, that 

guarantee of maintenance is essential so that 

we know what we are buying. 

Six, all violations on.the converted 

building are to be substantially corrected before 

conversion. 

Finally, but certainly not least, the 

senior oitizensQ I suggest that we are not 

just dealing with business decisions when we deal 

with senior citizens~ We are d•alinq 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 converted earning less than $15,000 

shou1d be exempt~ 

I further suggest that all senior citizens 
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Governor Byrne, 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 Atlantic 

City until the hearin~ the New Jersey Federation 

held t.here on August the 4th. We tenants are 

not as uneducated as we use to be. 

The number of residential apartments 

being convert.ed to condominiums is escalating 

at an alarming rat_e. It is impossible for a 

senior citizen to purchase their converted 

apartment. When they are forced to move, they 

are put under great stress. 

Moving for the elderly is physically 

taxing. and expansive. We have lost 12 seniors 

in the last month in the Bally Warwick. While 
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· death can be attributed to nlany causes, I am 

certain that. the stress caused by their apartment 1 s 

condo conversion was·a very i~portant factor. 

We are aroused. Please be aware that 

even if we are allowed to stay in our buildings 

if the new legislative bill goes through allowing 

senior citizens 25 years or a lifetime to stay in 

their apartments, th~ rent increases will forae 

us out. Somehow the rent increases must be 
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Wt, have also hacl the opportunity to discuss 

something that bears a very specific bill and 

hear some bbservations with respect to it. 
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·1 have had the opportunity, also, during 

the short break to talk informally to some people 

such as Toni Katz fron'l m.y hometown in West orange • 

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

this oppo.rt.unity to talk to so many of you. 

My staff will be back after lunch 

even assuming that I'm·not here. By the way, 

Senator Bradley is coming up and will be "1it.h 

me for a little while at another :meeting. 

So I want to thank all of you who have 

come and who have participated .and who have made 

presentations. The pr•sentations which have 

been •ubmitted in writing will also be read and 

any of you who want to write additional comments 

as a result of ~hat you've learned from this 

hearing I will welcome that. 

Sow~ will A.djourn now for lunoh. 

r~R • C 'lrElUl: We will resume at 2 p.w. 

(~t this tirn~ a lunch break was taken 

.MR. 0 'hERN: Ladies and gentlemen, 

Sertacor Biil Bradl~Y~ 
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for calling thi~ eo~ference, although he wasn't 

here to hear what the afternoon session had to 

say. I would like to thank him for the oppor-
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tunity to testify at this most timely and important 

hearing on condominium conversions, the elderly, 

and the housing shortaqe. 

First, I must congratulate the New Jersey 

legislators for the present law protecting the 

New Jersey tenants from evictions after a building 

has been converted. The "Sold as is" clause as 

long as the defects are listed should have been 

eliminated and for~ed to m•ke the repairs before 

the conversions were permitted on any property. 

Condo conversion• do not help the hou$in9 

shortage. It creates greater shortages, but 

new condos are the answer. 

In 1976 when the casino referendum 

passed, our legis1ators stated that each casino 

wouLd create 3300 new jobs, and they expected 28 

casinos totaling 86,000 new jobs. Where were 

they planning to house these additional people? 

A morat~riu~ on conversions should hav• 

been passed immediately, if the best interest of 

the people were at heart, to better understand 

hew to meet th~s 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 
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been moved three times within two years. Recently 

the Ritz Apa~tments was sold for a casino. Those 

people were moved into our building. They were 

paying $275 a month rent for a one-bedroom apart• 

ment oc~anfront. 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 years. 

Can you imagine your mother or you at 

the age of 80 ana 85 taken from a beautiful apart­

ment of $275 and placed in an efficiency for dciubla 

that and then face a one hundred some-oad dollar 

increase for every year 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 

Woroan'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 paying. 

In fact, we are paying our increases in 

escrow because we have two suits in the court at 

p:r·esent. She called me just the other day in 
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••vetl it., .. l;nti t •m ~iitig \a 1¼.vt ethri:i'tsf1U1·0b'1f ii 

Mi:n.~·· if th~ "ei~i-e a.f th&!! Sti'.l•te 6f ffjw Jlt-ii&f 

'· ,, 
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have moved to Florida where you can get a two-

bedroom apartment for under $10,0 ,000. The state 

'is losing voters because the people who are buying 
. . . 

properties in these conversion buildings are p~opl~ 

who are only here for the weekend and this is their 

second or third home. They stand to make a con--

siderable amount of money if thay sell their propert 

at 5000 Boardwalk~ 

I urge you to pass both of these bills. 

It is you~ duty to d~cide which is more important, 

the vote of the senio~ citizens or the dollar of 

the speculators. 

Finally, long-tarm residents face 

.serious psychological and social 4eprivation 

when 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 Cotinty, 

65 percent 6£ the rental units have either been 

converted or demolished to make room for casinos 

and parking lots. Prior to dasino referendum, 

AtlahtLc City had 10 acres of urban renewal. For 

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

casin6 hold~ ~t fer $200,000 not p~ying taxes on 

it. 
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iro ::·a:diEl 1.:n:su<rt 1::0 . :1.njt1r::v•, we 'a:,rvt 
i11nd•tner'r :toa acres of barltefin ll!lh:d it,el'd by 'ip;ijtfu;.;. 

lat.ors, .ttnd the tttajority t:,f therr a/re "llil'i:rr:q¥f,~:h!t 

:li/tt their taxes . 

The r'e;htal ctisfe tdH>Uld :be t;fl!'bit:eit.1! 

as tou ·would a nat:.ion•l cat1,stro1ph.ei s,-tJ!eh as t 

f1¢>oil, ei!rthqna1'.;e, or a o·ro1p f•ilur·e. 

:rt. ts urgent that w~ i11 fight 'focr 
s:t~1 A-i:2·86 and lit O s p:r:-:ay that 1U1s~dtb1yii·ain. 13'1:l'r 

g-tats the i;upp·ort. firo·m the assemhty il:·ni th'i 1"1&ni'tii 

f'(t)t the paE;$tt;ge of that bill, Which "7ill mi~h 

tit8t14 1.tviji; me>te yt!iars, arid m'or., eon f'ldenei i 1nd 

l\~,ppthess to th• people of New Jersey. 

Thank you for giving me thi1 opportu·rx,11::y 

r,ii:t. e, ai11iN = 

Mts • Cra.me:r. 

,111st.. t im sBiH:y. t<Hi di:<lti 't g.@e dtl~ 

bellrij t'Ctlo. t ii::no"' you ha.ct a ebmttd.Bment td 9.it 

bit:Ut t6 the clt.y .. 

te11 ffie. wheri sooo aoar1t1~ii:ik is·~ 

MRS i, dttAMidb s.doo Btia:biwa,lk :ti two 

biocllts southaid.e of At.tan.tic:• cit~·. 

:t wou ia t:tJhi. to et ~£e l!riotH•r dottr,~ri:s6R 

ibt,ut. How the. realt<1rs aN.t manip.uiiti:•ng afie· :td•-i'#±•rt.ff 
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on the casino industry for unconscionable profits. 

The Vassar Arms is a beautiful building just two 

years older than the 5000 and just two hlooks 

away. The Vassar Arms is at 4800. They sold 

six months prior to the 5000 for $75,000 for a 

beautiful one-bedroom apartment and under $200 6 000 

for a two-bedroom. And here we get these Penn-

sylvania attorneys coming in forming an organization 

call•d Atlantic Oakland because our building is 

on Atlantic and Oakland and charging $158,500 for 

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

bedroom. That is unconscionable and ruthlesa. 

MR. O'HE~.N: Okay. You said that 

every apartment house, I think you said with the 

e.xeeption--

MRS. CR.Ii.MER: Every building, and I 

would like to take you and the Governor on~ tour 

of Atlantic County to see other areas from Longport. 

to Brigantine. 

MR. O'HERN: Everyone with the exception 

of either publicly owned or publicly managed 

housing has been converted with the exception, 

you said, of one? 

MRS. CRAMER: Yes;- that is right. 

Furthermore, the rumors are, that is 
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W.- org~nized and we aske'd wMst. th'e tr::asi'r\'<ll e~>1nf""' 

mts,si,c:,n Wi!Mi g'oi:ng to c!!o to ma.k~ pre,p·a:r·at.t·6'.n'i In 

iir·~tec:ti.~g the voters that. voted for cf&slno §a~tn9 ·'.; 

Mr.. i:.ordi did say thiit he w-t>uid ctonsidir lttd.nt 
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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.fl 

There's a lot of question about whether it is 

too much government, hut the point ia he is con­

cerned, as our cabinet officers, about the con-

4ition of housing in Atlantic City. I hope 

the legislature can sense some of the human 

problems which are facing the people down there.,· 

MRS a CRAMER: If you would send a 

committee down, I'd be happy to spend a day with 

you and show you the true conditions. 

lived there all my l~fe. 

MR. O'HERN: 'l'hank you. 

I've 

MRS • CRA.MRR: I owe Atlantic City a 

great deal because when I came to Atlantic City, 

I was given less than a year to live. I was 

five years old. I have been worked, been edu­

cated, and lived there and I hope to spend the 

rest of my life there~ if I can., I feel sorry 
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for the people that live there and I feel sorry 

for the city itself becausG of the administration. 

I agree with the Governor and I believe the 

Governor knows that I was president of TEARS. 

I had quite a few confrontations with him on the 
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retired persons •. Social Security atatistics 

in this state reveal the number of senior citizens 

has increased by eleven and a 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, as of June, 1980, there were 

664,294 apartment units in multiple dwellings 

containing three or more unitse 

Further inforIDation, provided by the 

office of the ombudsman for the institutionalized 

elderly tells ua th~t there are approximat~ly 

95,000 persons residing in long-term care 

facilities such as homes for the aged, nursing and 

boarding homes in the state. Simple arithmetic 

indicates a terrible apartment shortage. In 

fact, there are 1.7 senior citizens for each 

existing apartment unit. By choice most older 

persons prefer living alone. Young married 

couples,, single-parent families, families unable 

to afford down payments far homes, single adults 

and couples whose children have left home are 

alao competing for the existing rental units. 

Conversion of existing apartments into 

condominiums has distressed many person, but it 

is especially threatening to senior citizens. 
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Next is Evelyn Frank, president of the 

Senior Citizens Council of Union county. 

MRS. FRANJ<: Good afternoon, Commia-

sioner. 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 Senior Citizens 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-president of the Housing Corporations in 

Union Township. 
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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 apartments. I serve on the 

Tenancy Committee of the Housing Corporation, 

and by the time Unit 2, which is our second 

housing in Union Township, was ready to open 

its doors, there was a waiting list of 2,000 

~pplying for 235 apartments. 

Statistics from "A Community Guide, 

Housing New Jersey's Elderly" states wnearly 

two-thirds of New Jersey's older population 
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interest, maintenance fees, and taxes would double 

their shelter oosts. Many tenants who have 

some assets need these assets to produce addi­

tional income to pay their current rent and,to 

Luy food. If they took their assets and bought 

the condo, how could they li've on only their 

social security? 

What about those on fixed income and 

very little in assets? They are unable to compete 

for housing in the open market. I should not 

make the last statement. I mui!Jt say what market? 

Where are the vacant apartments? Extending t~e 

time period to move out to three and a half years, 

five years, or ten years is meaningless. We see 

no change in the future that will create empty 

apartments. 

We cannot generalize on the proble~s 

that face each senior citizen residing in apart­

·ments up for cQndominium conversion. 

Crises for the elderly takes many forms. 

Some tenants could handle both the financial and 

•motional aspects. Th&n there is the financially 

able older person who could not deal with the 

transaction emotionally. A transaction of this 

kind looms up a.s an unknoW'}~ niqhtmare to them, 
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for the 1981 White. House Conference on Aging and 

recommendations will be coming in with concern 

for the elderly, recommendations for protective · 

services, home supportive services~ oontinuum.of 

care, et cetera, we are f ac:J.ng the most negatd,ve 

situation to confront our elderly. 

Elderly people are leas mobile and 

less apt t~ ~ake change~.· N~nety percent do 
. . 

not move after the age of 65. They t.hink of 

their dwelling unit as their home, their priv.ite 

place, and not as transient housing. 

~ousing for the elderly sh~uld be con-

sidered not just as an address. Advocates. for 

the elderly·have been moving forward.to examine 

the problems in housing facing the elderly today. 

We 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 d.eleterious aitu­

ation that aris.es when they are notified that 

their apartment, their ho•e sweet home is being 

taken away· from them. The seriousness o.f this 

·. situation cannot be stated stron9ly enough. 

The.ir independence is threatened: insecurity 
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to point out is that senior citiz~ns could remain 

as tenants, but probably with an increase in rent. 

The senior citizen renter I have spoken 

to has never denied that the landlord is entitled 

to an increase when he proves a hardship. Many 

landlords, where there is a rent leveling board, 

do not wish to b& bothered with presenting their 

books to receive an increase. 

The state government has an obligation 

to make haste to give assistance to renters as 

stated in the New Jersey law using casino monies. 

I am not a tenant, but let today•s 

hearing move swiftly to give hope and courage 

to our elderly tenant. !,et positive attitudes 

come from our state and remove any doubt the 

elderly may have that government. .does not care. 

County. 

Thank you. 

MR., 0 'HERN: Thank you, Mrs. Frank. 

Just tell ~ea little bit about Union 

Where are the conversions occurring in 

Union County'? 

MRSb FRANKt The one I know about is 

in Springfield, Troy Village, and I have somebody 

with me--

MR. O'HERNs Places like Elizabeth, 
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theory finance at the Graduate School of Manage­

ment at Northwestern University. 
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! 9 ve also consulted at private organ­

izations, belonged to the National Science Fo~nda­

tion wher• we did a study on petroleum activity 

at the Delaware estuary. I've been consultant 

for Princeton universi~y and currently with the 

Internal Revenue Service. 

MR. 0 'HERN t You should be down in 

the other room with the Governor who is presenting 

his budget to the press now. 

OR. GINSBERG: 'l'he problem is to 

provide adequate housing in all of ita myriad 

of forms. In trying to solve this problem, 

there a.re two major groups and some of them. have 

spoken here today: individual·property owners 

and tenants. 

Often a 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 industry, a landlord 

is a noble hero who takes upon his shoulders the 

burden of housing our citizenry and does so with 

little financi~l reward. 
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is a :·uuu11 s e d - -· 

MR. O'HERN: You mean billions, don't 

you? You said millions? 

DP.. GINSBERG: There is six percent 

coming from the apartment sector. 

MR. O'HERN: Oh, all right. 

PR. GINSBERG: About 65 percent from 

residential. 

MR. 0 'HERN: 1.11 right. 

DR. GINSBERG: The assessed value of 

· real property in· :New Jersey is approximately 

~100 billion. Hence, we have approximately 

$6 billion of assessed property in the apartment 

sector. 

It turns out when we look at history, 

apart~ent valu~s nearly h~ve not kept pace with 

I the re'sidential sector. What is somewhat 
I 

strange about that is that apartment houses 

and the services they furnish are relatively 

fuel efficient. We all know there is a great 

Hence, values 

rrhculd increase and not c~ecrease. With this 

faetr it puts~ hidden burden on municipalities. 

CtHil: of thi7. 1:ea :::;ons fo1: this, of course, rent 

control. 
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useful use as a rent~l service. 

What we have is a specter ot bankruptcy 

in the housing sector, e~pecially the rental 

l.bl 

housing sector. Fv0n if we have only one percent 

bankruptcy rite, this will destroy $60 million 

of ratables. ~ta five percent rAte, $300 

million will be lost. Namely, I do not believe 

th'at local governments shoulc neither become 

real estate operators nor suffer revenue losses. 

To further re.strict the property rights 

will further put a restriction on the ability of 

local rounicipalities to raise revenues. The 

overspill, overeffeet, may be that homeowners 

may not like to pick up this burden. 

Let us look at the next arear namely, 

prospectus from the present financial climate. 

we all know thnt each real estate is purchased 

with borrowed capital. Many of the apartment 

houses have been purchased in the past with 

borrowed capital. It is ~1so true that the 

nature of financing arrangements with respect 

to investment properties is not exactly similar 

to that of the homeowner. Not only that. the 

poor homeowner today, the durrent new homeowner, 

will not be able to finance his real.estate 
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to try and maintain our climate and equipn-tent. 

No one wants to see property deteriorate; 

neither the landlord nor the tenant. When we 

talk of some kind of efficient concept of regu­

lation--

MR. O'HERN: Two minutes. 

DR. G'INSBERG: Typically 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 regulations are typieally 

all about .. 

Here we are asking a landlord or a 

property owner with no monopoly rights granted 

or applied to provide service end not provide 

a fair rate of return. This would not happen 

to the fair sector~ which is also of a great 

necessity of life. We all have to eat just 

as we all need a roof over our heads. 

Furthermore, 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 

s~ctor to produce more and not restrict less. 

Let's talk, about soma alternatives 
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crucified upon th~ cros& of inflation. 

MF. O'EERN: Thank you. 
I 

) 
Next is Jnel Seiden. 

Seiden. 1 am nn investme~t real estate broker 

We sper.:ialize 

in tba salQ of apartment housee both to investors 

and to ~ondomiLlum converters. I also have been 

a ten~nt in the State of New Jersey for approxi­

mately five years. 

I would like to think because I have 

both area& open t~ me and the eyposure to tenants 

as wall as j_nvestors and converters that I'm 
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r gu0ss everybody thinks I am objective. 

I be!ieve that the conversion market 

areatm8 th~ only aff0rdable housing for many 

young peopl~ like my3clf tofay. I have recently 

had the 900d fortune to be a part of a conversion, 

which took place iL Port Lee. I would not pu:r-

porL to &ay th4L I arr eld~rly or that I am on a 

TICW$Ver, I <lo not think that I 

I think there are m3ny people like me 
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In summary, what it did foi me is 

create an opportunity to make a nice profit 

and reinvest the procee<{s tax free with the 

opportunity .of going into a horne. 

Now, without speaking as a tenant, 

in my connections in my business with the 

exposure to investment-oriented people, I think 

that in the State of New Jersey where you have 

many conversions taking place, rent control is 
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a factor, particularly the owners rent control 

ordinances which exist in many towns. Primarily, 

the increase of fuel and oth,r expenses have taken 

a property. 

For example, a SO-family building which 

may have been using 50,000 gallons in an apartment•­

that.•s an approximate nun,ber--of oil in an older 

building where just two winters ago where fuel 

was fifty cents a gallon today is a dollar a 

gallon. That difference is $25,000 in cost to 

a landlord. That same building 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 
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elderly •re entitled to protection. I am not 

sure th•t a subeidy by the tandlord~ is th• 

right approach, but I am confident that the 

government without overregulation would do the 

right thing. 

Thank you. 

MR. O'HF.RN: Thank you. 

Harriet Kasnetz, Fort Lee, New Jersey. 

You look like a landlord. 

HRS. KASNRTZ: No. 

First, I would like to thank all of you 

for being here today. 

Fortunately, I am a former president 

of a tenants organization. 

175. 

What is a good way to describe conversions 

To many, conversions is the best form of terroriam 

to a tenant where a landlord can get away legally 

and even be financially rewarded with. You must 

either buy your apartment and buy monthly payments 

that are double the amount of the rent that you 

are paying or choose not to buy and be forced 

out,of your apartment in three years~ Of course, 

there is also a possible extension of five extra 

years, which you must go to court each year to 

get them. And there is no gu8rantee that the 
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fin<:1 another apartment, 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 11 you will be looking for another apartment 

that doesn't exist. At that rate, there is 

no place to go in three years to get there. 

If you keep going on like this, the 
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word "tenant» and "gypsy~ can be uaed synonymously. 

Are tenanta 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 

interest in our community without our being owners 

of reet l estate. 

Now all of these fine people are going 

to be uprooted from their homes so that a landlord 

can make a fast profit and leave. Unfortun•tely, 

he's taking all of these people with him but not 

of their own free will. The landlord makes the 

extra money, hut the tenants are now going to 

· have, to spE.:.nc a lot of their money to wove and 

aettJ.e ~nto another home. That is, if they are 

fortunate enough to find one. 

Moving is very.expensive and a move can 
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who buys three or £our apartments. In fact, 

in my building very fsw tenants bought. The 

majority of the units were sold to outsiders. 

buying to aell fnet to make a quick profit 

179 

because the deals in our apartments were so bad 

that the people must try to get rid of the apart-: 

ments as soon as they clo~e with the l~ndlord. 

That's what the landlords are trying to stick 

us with. 

Thie also means that the tenant must 

show hia apartment to whoever wants to buy it 

or who is thinking of buying it, which becomes 

an invasion of your family's privacy as well 

as infringes our human rights. 

The State of Naw Jersey always seems 

to be involved with protecting th~ human rights 

of criminals.. So why should the human rights 

of tenants be ignored when the only crime that. 

they have committee is ncit beiing able to afford 

to buy their apartreenta. In fact, the tenants 

should be considered the victims as everything 

that has to ~o with conv0rsion saems ta be 

against their beat interests, including the 

laws or the lc:cJ: ot lervli at the· preaen.t time. 

The only law that could possibly help 
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So it would be all the more profitable for them 

by the time you do leave because they will be 

able to sell the unit at appreciated price. 

So nobody will get hurt in this circumstance. 

The landlord will still make his money and, 

most important, a family will not be homeless. 
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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 can 

do as tenants unless you give us 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 tenancy as the bill has been introduced 

to you. 

If you should forget about the thousands 

of tenants who are depending on you when you 

discuss and vote on the bill in the spring, 

remember, it will be on your consciouses for 

the rest of your lives that you have put thousands 

of people out of their homes with no place to go. 

But before you vote, I would like you to think 

about your own fornilies, your parents, your 

spouses, and your children and say to youself, 

for the grace of Cod go I. 

Thank yo\1. 
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for everybody, but 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 1 m goin~ to be there. I think it's 

a very traumatic thing tor these poor souls to 

have to go through at this time in life. 

MR. O'HERN: Thank you. 

Phyllis Hoffman, Fort Lee. 

MRS. HOPPMAN: I'm Phyllis Hoffman. 

I live in Port Lee. 

I want to thank you for inviting me 

to speak to you today. I will try to give you 

the true feelings of a tenant, not figures. 

I'm not an economist or a landlord, just a tenant 

housewife. 

Being sensitive to the human needs as 

you are, how would you feel if you or a member 

of your family were caught in the thrills of 

condominium conversion? May I take the liberty 

of explaining a tenant's position to rent con­

version • 

The conversion movement is placing 

strains on existing housing. Due to the fear 

and anx1$ty of losinq my home because of a con­

version craze, I suffered a serious heart attack 

183 
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who are in the ~ame position as I. 

Last but not least, our government 

is fully aware of the people's mandate for 

economy from our last election. The problem 

of rental conversion presents a unique situation 

where many thousands of families can either live 

in dignity in their home surroundings without 

·costing our state government one red cent or 
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be uprooting which :may eventually directly or 

indirectly cause considerable large sums of money 

in addition to the hardship created in the families 

with many possible health ramifications. 

Being made homeless in such an inereas-

ingly t~ght houaing market would incur. Tenants 

are not looking for a handout or a subsidy of 

any kind, but we do want the right to live in 

dignity which we have rightfully earned over 

the many years of our labors. Dignity is the 

moral fibers necessary to keep us from becoming 

a decaying nation. 

I urge you to support Bill A-2286 which 

makes it possible to 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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flcations for me as a purchaser, other condo­

minium pu.rchasers, . current tenants living in the 

building during a .. conversion, and unfortunately 

or· fortiinately · the sponsors of· these conversions. 

I would likea to begin with the condo­

minium docuroents, which include the offering 

plan, mjster.deeds, prospectus, am$ndments t~ 

the master deed~ and state stat~tes regulating 

condominiums und:er the Condominium. Act. '!'he 

aforementlon~d documents •re currently ~iddled 

with ambiguities, legal j•rgon, and subjectivity 

for the inte:ltpretatio.n by attorneys, enforcement 

ag•ncies, and the aourts. 

La.die.a and gentlemen, please cons.ider 

whit every con~umer understands, plain English. 

· We neE!:d. legislation written in plain· English. 

Hopefully the documents could b• shorten to 

expla:i.n.the buyer's rights, the tenant's rights, 

the seller's riqhta, default and recourse of any 

·party through a ,pecific enforcement agency or 

thro~gh the co4rts. 

.llH 

I feel that this cdulO b~ an ap~ropriate 

time, ~ut I kno~ time is short, to identify 

specific problems whieh have led up to looking 

into these documents as a private citizen 
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legislature or legisletion which will identify 

and ·enforce the rules tor both owner, tenant, 

and sponsor ~ithout th~ need far litigation. 

Our courts are brimnling over with litigants. 

I and 50 other members of our building 

are presently litigants, and we only purchased, 

within the last 16 months. 

in court. 

We are already 

MR.. O..'HER.N r On what?.. Warrant.y 

defects? 

MRS. FRIEDMAN: We are in court, I 

• would say, for many, many things. If you'd 

like me to identify them now, I will. If you 

care to have me submit them to you in writing, 

I will. 

MR. O'BERN: 

of the premise~? 

MRS. FRIEDMAN t 

Well, is it the conditLon 

The conc'tominiurr:. docu-

ments, for. instance, stated the complexion and 

use of the facility. Okay. We were in the 

building three .months and the condominium docu-

ments were violated by the sponsor. Be decided 

to allow a commercial and professional use of 

that building without consultation, without 

amendments, an~ witht.,ut meeting •.. • We knew nothing 
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the same rate he was before the bill. 

MR. O'HERNt On his other units? 

MR. FRIEDMAN: Yes. We did take it· 

. to the county. We appealed. We won a judgment 

.from the county. The city is taking us to the 

state court of appeals now.· Tllat•s the situation 

with the tax structure. 

Operation and maintenance of the condo­

minium by the sponsor has been another severe 

problem for us. We have not yet had a real 

board of direotora meeting. we1·don't have· 

minutes of the meetings. We don't have active 

committees in our building because the sponsor 

does not deem it necessary. Doesn't feel-~ 

MR. O'HF.RN: The sponsor still controls? 

MRS. FRIEDMAN: He no .. longer has the 

51 percent interest in the builOing, but he is 

not working with us • He is working against 

us .. He has also alienated tenants who still 

live in th$ building~-many of whom are senior 

eitizene--against the owners telling them that 

the owners are causing some of the problem$ that 

exist in the buildin9. 

we could not look into the budget for 

last year~ 'We got a 21 percent budget increase. 
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morning's session. Even if it consists of 

cousur0.er input, such as someone from the 

Public Advocate's office, it would be not 

only to investigate but t·o study and use its 

enforcement power in any way necessary to have 

the sponsors, the owners, the tenants, the 

municipalities, the county agencies, uphold 

the ru1es and regulations governing condowiniums 

without bur-den on our already overLurdened courts 

with litigation. 

I thank you. 

MR. O'HFRN; Thank you. 

Next is Howard Koval. 

(Ne response.) 

MR. 0 'HERN: 

(No response.) 

MR. 0' !:1ERN : 

I,yn Hurwitz. 

Theodore Murnick. 

19 3 

While you're walking away, Mrs. Friedman, 

I had an old thing here, a 1907 message of the 

Governor to the legislature. "One of the needed 

refo.r.endums in governll'lent is that. the phraseology 

and the language of the laws continues to obscure 

and conf~sd and should be made to be simplier 

saic,." 

Yes, sir. 
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from condominium conversions in urban areas. 

The Governor's press release announcing 

this hear.ing, however, correctly referred to the 

benefits of property being upgraded, housing pre­

served, tax revenues increased, and the potential 

for conversions to aid in the hback to the city• 

movement. 

I am here today to urge this committee 

to recognize that condominium conversions in 

urban aid cities will. be beneficial and can 

result in stemffling the tide of decline that 

billions of dollars of state and federal monies 

have been unable to do. With a great deal of 

encouragement ane incentives, but with very 

little public money, a program of condominium 

conversions in the urban aid cities can and will 

re$ult in the upgrading of property, the pre­

servation of a declining housing stock, a 

reduction in urban abandonment and blight, and 

the maintenance and possible increase of property 

tax revenues--to say nothing of the vast side 

effect of these areas. Whether or not addi-

t1ona1 restrictions are placed on certain types 

of lu:xury condominium conversions is not rny 

concerns although I am aqainst any such restrictions 
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valuation of $108,822,900 .or a decrease of 34 

percent. I might point out that during this 

same period, the tax-ex$ttpt valuation in the 

city exploded from $651,718,600 to $1,461,9a3,800 

or approximately 124 percent. 

We are obviously losing housin~ in 

urban areas and the tax revenues froro these 

properties. In addition and just as important, 

we are losing the middle class and •verything 

they bring to the areas in which they reside. 

Do you believe for one mjnute that there wouid 

have been the wholesale abandonment of solid 

viable buildings in urban areas if the people 

who lived in these buildings were condominium 

owners rather than tenants? 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-r.lass hQmeowners usually 

~annot and do not run from urban blight and 

problems. 

they can. 

They try to fight back as best aa 

Tenants do not. Homeowners would 

have a strong ally in a stable condominium 

n~ighbor as oppoa~d to transient apartment 

tenants who run at the first sign of problems. 

197 
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and the municipality. On an overall basis, 

however, the conversion of apartment units in 

urban areas would he beneficial to all and should 

be actively encouraged and aided by the State. 

As a first step, I believe the New 

Jersey Mortgage Pinanee 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 

.time 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 area$ would 

be less than $30,000 and for some smaller units 

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 soroe-odd thousand, et 

cetera. 

It should be pointed out that these 

prices anf! rny whole d.iscussion relate to sound 

housing in decent 8reas, in decent neighborhoods, 

nbt slum dwellings which are physically and 

economically not worth saving. Since the 

prices of unitn would be most reason~bl~ on 

both an a~tual and comparative basis, the eom~ 

bination of low prieem and attractive financing 

199 
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,:r:,e,ee,e the !t,:a-x,ce,.; ,O-ll. OQiJ,,l\?tl•r.it:•d pre0-p,e~1:,,i~~ t:p 
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•\• :~\~;"J1~:it~•Jn:eil'i)f;t ·it~~~\1: '.Ct.(P>:'tit,iat ·t~p-r;p~~_ef~•f;>J I~~ .. ~p,:-, 

~~ tiJl ... ~t-'I; "",fU!,d \tcQ -~ ~lt. ~ ~ 
· ,-,,'f, ~J:l;J! ata;t,e.slt ta~;E11$IfJ',~;•;tl ,;i,r.ial:i,t- }b;e "me:;!!.- tt;9 ~n• ;Pl~(}~ 

. -- - I - . . - -- . 
_;p;e:ri:~ .,. :c.o.nrp.1;i\a,n'.:c;l$ ·~t~~,h \~~~.s ir,.e,q,u!J.,1~aiqi.~p:,t ;~o.~M 

'!J!:>;~ ·;e\lf'L,ij1e·:nc,e ;;.otf \9:0.o;d 1ifi!t:t~ \OJ>. ~hie p,~r\t. {Q~f --~~;a -

c;~~ner ':•:~;d MiQ\u1l::i,l ~:h•:lj> 1:a~,i\Jrr~ •::•it . tt:i·.~e ~~),t­

'ili);e:ii,1,1,g i,,e~:f:.,e,r•.d. ;,w~il!"Jt i;,n ,;,g:~~d ,1a:e,iJX"1&iit:d:;~;n p-rip1~ -\'h:,Q 
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Althoµgh there is obvious at.rong 

oppositio_n to condominium conversion in certain 

areas, I believe that reasonable, rational, and 

coricerned p~rsops will agree that the b~nefit8 

of condo~inium co~veraions in urban ~id areas 

with prriper safeguards far outw•igh any so-

called disadvaitages. Remember, for the most 

part the areas that I am directing my remarks 

to, the choice is not between renting units or 

condominium conversions. The choice is between 

loss of housing from abandonment or conclominium 

conversion • 

Hopefully my remarks today will lead 

·to a broadening of the study of the conversion 

. issue·and a program along the lines I have 

di.scu$!!ied will be developed. I stand ready 

to provide·any assistance and. information you 

may require. 

Thank you. 

MR., 0 'HERN: Next is Ruth Friedlander. 
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While'# she's walking up, I think there 

are some point~ on which everyone agrees, although 

we ~re sort of talking passed each other. 

That is, there's nothing intrinsically 

wrong with condominium conversion, particularly 
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of what we wouict describe a-s uncer utilited o-r 

eve:n abandoned pr-operties. That• s nc>'t an issue, 

Ms. Fritidlander. 

How do yott do. 

name is Ruth P'riedlan:der, and :t 'in a li-fetiine 

resident. of t:h4!1 _ City of Asb1.try Par}!;. 
I - -

happened 

t •m here to te11 the tale of wh4t 
I - -- - i 

when the building in _which I l ved. 

became the f ir•t building i_n Asbury !>ark to 
i .. •· 

be converted t<> a condominium. I think it is 

impcru:-t,int that I th.is _be told because it's not 
i 

just an abstract. matter. 
I. 

It's.something that 
! 

i s•w happen m~self and lived through:•nd 
! 

something th1:1 ti _I think must_· be prevent~q in 

the fl.i:tu:te in other parts of the st.ate!! and in 

other l:\ities., I ,. . . .·. 
. T~e ~uilding had'. so units in it. 

l 
They were alwafs -fully oc~upied and thaiy always 

h~d ~ w•itinf l1.: Of people. - I 
MR. (!) 'HEllN: What building is that? 

M$. FRIEDLANDt::Rs 

Iii is 
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a nice are.!3 .• It was always in good condition. 

All of the tenants were senior citizens, 

most over the age of 70. 

of 90 and two who were 9-0. 

Some were over the age 

1\.lrnost everyone 

lived in the apartment for over ten years, many 

for 20, and several for the entire 27 years that 

the building was in existence. J\11 of these 

people are the k~nd of people who are an asset 

not only to a building but to a city; the kind 

of people who always p(lld their rent on time,. 

who never created a police call, who didn't 

add children to t.he school sys tom, who voted 

regularly and felt a responsibility to partic~­

pate in civic actlvity, supported the local 

houses of worship and purchased their merehandize 

wherever they could in local stores because they 

were elderly and would like to buy in the local 

area. 

:Now, a lot has been said here about 

the fact that condominium conversion will improve 

the type of citizen that lives in the building. 

I think it would be hard to improve on this 

type of person. These people in their lifetime 

were all very responsible people. Some were 

profesaional people. Some ran very large 
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T think when they were r-tir~d, 

Ibey were all considered very well ~o do peopl$. 
! 
i 

I d1:>n It have 

betn retired for 

toltell you what 

:many years, and 

happened to the 

value of -the dollar. Today they are not p~ople 

who ask for handouts or peopl$ who w~nt heip 
! 

finanrd.al ly or who want the government to sub-
I 

sid:bi:e them. however, they are no long•r 
I 
I 

wealthy, and I would say that the average one 
I 

h~s an inco~e of between $20,000 and $25,000 

a yaar. 

In set>tember of '79, a faceless cor­
! 

poration ca:trte along and bouqht this builc.d.ng. 

fhey lnnounced lmmedl•tely that the building 
I 

would be aonverted to eondominium. They ~aid 

that with thre~ly~ars you would be evict~d f~~m 

the hui ldirig if you cH.d not purchase. 

. •.. . . . . ·,. i 

il~a s•id that tn. tbs interim your refit ~ould 

be increased inlseveral itsges 58 pere~rit. trt 

additidn to the~, th•y ~•re imwediately t~aririg 
I 

. . I 

dU~ the beatin~ 1 system and plicing ~leetrio 

irtdiv-i,dual he~ ting in your apartroent., which 

you would ~ave to pay for, and this ~du1d add 

~n additional 15 to 20 percent to the 58 perdeht 
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They said, however, they would reward 

you for being a tenant by giving you a very 

large bargain price if you purchased y6ur unit • 

They would give you the enormous discount of 

five percent. We soon found out :from their 

advertisements, from their eonv~rsations with 
. . 

prospective buyers, that anybody could buy at 

this very rate bargain.price._ From their own 

figures, whic_h they had to give us because the 

law $0 stipulated, they showed that they intended 

to mike a $2.5 m~llion p~ofit on the sale of 50 

units. 

Now, who would ever choose to build a 

new building if they could go in and buy an 

old building and make this kind of profit on it? 

I'm su~e this is not an inducement for anyone 

to invest in a new building.-· 

The t~nants also founa ~ut now that 

the amoun~ in which they lived in for, roughly, 

$400 a month would now cost them, if they pur­

chased it, over $1,000 a month to li•e in. 

This does not include the fact that the roof, 

th~ Plumbing, and the elevators are 27 yeari old 

and there has b.een trouble on and off with those 

things. ~hey have not been touched. 
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r~t~,f °f·!i> th~ ~@rttPH'.E;i r ~h•Y h~prf! ~~~'~HI)P~P 
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plaster bo"'rd. or changed the windows and put 

plastic board pieces of wall. Because the 

window was now a different size, this also 

would not be properly decorated or ch&nqed. 

This was your expense. 

Within six months of these people 

having come in to convert this building, 25 

tenants were actually harassed out of the 

building by unconscionable rent increases and 

the rude almost cruel manner in which they 

began their repairs. These·· were, by the way, 

all cosroetic repairs, some whict we feel maae 

the bqilding much worse than it was before, 

incidentally. 

But I aan't in a brief time tell you 

of the terrible indignities that people suffered 

during the time that they did these repairs. 

They ripped th~ heating sy•tem out when it was 

freezing cola. We had no snow and rain during 

the four-week per:1.od. when there was no heat in 

the bui ldi.ng, &.nd they made no provision& for 

any kind of auxiliary heat until we W$nt to the 

bO-';l!rd of hf';alt:t, and foroec1 them to put electric 

heate~s inr which, incidentally, were very 

inadequate. They chopped holes actually 
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lby tn the street eou1d aae your feet a,1id0 'Wo:u,,Jttfl: 

furniture and your rugs and e~erything were 

soil~cL 

any of this or take care of it. 

like it, you could move.~ 

Thus. the building now is et~nding 

One-half empty and not one tenant bought~ 

would give you some idea of about what a. ,;n•1tt~'t: 

bargain they thought it was. 

saw people who, although they were elde:rly, 

were lively and active and alert actU.ally 

disintegrate before my eyes. 
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with bleeding ulcers. Another man who was still 

active was one of the largest commercial real 

estate outfits in the state had a stroke and 

will probably never be able to live alone again, 

and one of our very active woman is now in a 

nursing home. 

209 

I can't prove that these things happened 

as a result of. these trau~atic incidences, but 

I think it is pretty obvious that it certainly 

contributed greatly to it. 

I just want to say that with our apart­

ments, they asked a price of 200 times the monthly 

rental when 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 apartrnent,that was in an 

unlivable part oft.he building over the heating 

units and hot water unitsQ 

vibration noise in there. 

There was always 

I feel that people who have lived in 

a community and have been good citizens of that 

communJty and that state and in this country 

for a long, long lifetime are entitleo to some 
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co-ops. Most of them seem to be going oo-op. 

MR. 0 'HERN: Yes. 

MR. P.ALMER: In the face of condo/ 

co-op conversion or close down for change of use, 

the mobile home owner is in a unique position 

is in a unique position compa~ed to other types 

of renters. He or she has a substantial in-

vestment in that mobile home. Since there are ' 

few, if any, alternative sites' to move the home 

to, sal~ 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 Lee threatened with shut-down 

as of last October 1, a number of panicked 

residents.have sold their homes for as little 

as 10 percent of true value. 

211 

Condo conversion, if the tenants cannot 

buy, result in similar iosses. 

Many such homes throughout the state are 

the sole major physical asset of a senior citizen 

or couple, perhaps ~side from a car. Distress 

sale can force such folks onto welfare. For 

many younger couples, a sizeable installment 
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indefinitely as a tenant of the condo or co-op 

association at reasonable rehtels and reasonable 

increases. 

If a change of nse i. s involve<!, we urge 

that the developer be responsible, as in urban 

renewal projects, for relocation of the mobile 

home reDidents int6 equally suitable sites else­

where at the developer's expense. 

Respectfully submitted. 

MR. O'HERN: Before you leave, this 

is an extraoreinarily complex issue, as you know. 

The bill we ha,re been talking a.bout doesn't. cover 
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this Z!lt all, aoes it? 

man Baer's bill? 

I aru speaking of Assembly• 

MRe PALMF.Rt 

MF .• O 'HERN: 

~ot that I am aware of. 

Is the Mobile Home Study 

Commission including in their etudy these subjects? 

No, we haven't covered this 

because the feeling wa~ that it was not in mandate 

but was something th~t along with construction 

standards and so forth should be resolved outside 

the immedi~te ~and~te of the study commission but 

should not be. 

MR~ O'HFRN: 11.11 ri~ht. 

t.o he ha:r.d becf'IU!Jc; i.t is conip111!x. 

Th.is is going 

We had this 
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provisions contained-­

MR • 0 1 HE RN : · Relocation? 

Yes, and he would have 

to relocate. All we are saying is that this 

provision be for any developer who is going to 

buy and d&velop sueb a site. It is kind of a 

Catch-22 situation right ,now because he won •t 

ha.ve any place to put the homes unless he went 

and built a new park~ 

In the case of Pleasantville Park, 

they had to build a park so:mewhere for 300 

homes. 

witnesses 

MR • 0 ' H F.Rl1 : 

Anyone else? 

Russell Heren. 

(No response.) 

MR. O'HF:~N: 

(No response.) 

MP.. C I RJ>·FN t 

we have. 

Okay •. 

Elliot Alkow. 

'l'hoE'!e are all the listed 

We have a few roore ~inutea. 

anyone want to addrass us? 

Does 

One minute. 

MR. I'ENNESTRI: Jill" Pennestri, 

Director of the Division on ~ging with the 
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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 uaits. As we 

look at the ne,ct decade with a limited number 

amount of subsidized housinq even on the drawing­

boards that are planning to be built, we will 

take very careful consid~ration if we lose 

these rental units, and we ask that all issues 

be looked at and how it affects the lives of 

our older people in the state. 

Thank you very much. 

MR. O'HFRN: PJ:'hank you. 

I know the Commissioner has a few more 

studies to make, but I assume that there will 

be a cleat recommendation froffl the Department 

to the Gover.nor in short order? 

MR. PFNNFSTRI: 

· MR. 0 'HERN: 

Yes , yies • 

O.kay. Just a few last 

moments. 

Is it Mr. Murnick? 

MR. MURNICR: Yes. 

r would just like to n,ake a few addi­

tional comments because we have hear<:! really 
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about people discussing what you c~ll eesirable 

housing, but )1hat can be aone, as I· ha.ve indicated, 
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·w:tl.eth1e·r i,t is .city, federal c:rr state, h~v,e 

giV"e1n ,:r10 ,eorH:,.ern o·r ·cr•ea.ence tn i(>:he,,s,e i'i reas 11 

,gu.it,~ fr.an.kly. 

·You can c•.o·rne down i :nto 'Ne,.,.:r.~:rk , 'e's 

.l iUn e:ur.e you have, and. look at a neighbo·rho'(lt\l 

~·P~ ~ay, hey, ft.t 'a pxet ty good e.nd come baek 

f,pµ~ yea:rs: late.r and say what happe,nea to t.his 

JH~ighbP!f."hood. Whal: is happe.m.i.rH-:r :!.n the Sout.h 

.Bron;x ;le happerd.nq in many areas of New Jersey. 

Rentl'!!,l housing just is not a viable type thing 

without some sort of subaiey. 

subsidy, but you have no subsidies for landlbrdl. 

Therefore, especially with this last 

elilel;'gy e:risis, builcings are being walked away 

fro.m le.ft anc;'l right. You have energy subsidies 

tq.Q, I guess, the aid dependent; artd soeia:l 

People are qettincr aid for 

fuel that they are not even payincr. 

n,eed some help, anc whether ft is by way of 

~u9,:g!i!Sted help in eori,,erting--and r 'd be v~:ty 

h,appy n.ot to make a prof.it but to sell any 

build!ng for what I p8.id for thtlm ten ye;irs ago, 

an.d I am sure that rrest. landl<n:·ds wcrnld do that. 



1 

.::2 

-;3 

i.4 

"5 ~ 

6 

7 

8 

9 

·10 

;U 

,12 

/13 

::14 

15 

J6 

17 

18 

19 

20 

21 

22 

23 

24 

25 

I have 777 West Statt, Str.eet, probably the finest 

building in Tre~ton. I have a building in 

Asbury Park ~here I*d •~11 ·units at $15,000 

to $10,000, not 55 to 100. 

6nes in the Esp14nade. 

They are the nicest 

MP.. O 'HFRN r . .. rio you think that t.he 

tax fre~ze wbu1d do that? 

MR. HURNI CK: Wel 1, + think you bave 

to start in a nu~ber of areas. One not so m~ch 

to reduc~ your intere~t iat$a. That~~ numb&r 

one, so you'd made financing u~der the last 

proposal. Moni•s eould be used for condominiums 
. . 

act~ally, but there's none available now. 

But one of the eoneerns that one of 

the l~diee had here wa~ with taKes. You oan•t 

sell ·a unit .:or p~y tax~s right now on an income· 

basis. As I·mentloned, in most urban areas 

the taxes? pay on every buil~Jpg today are 

less than they were ten years ·21go. Ho:rreowners 

are payirig double ind triple be~ause ~y income 

just keeps coming do'Wn. 

In Eas.t. O't.'ange look ~hat• s happened 

buildings. You ~riow, thii w~s a lUMury suburb 

219 
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gping to hapJ!)en to Fort Lee in JO y~ar• ftom nt>w. 

.Si::,;; yo-u. 'd nave to have seme fi;;c on the t·alltes .. 

. '!'hey made a spci!c:lal deal for JaJire·i 

bei ~luewhere& If anyltody "Want• to come/I into 

N•wark to live th$re, th~y ,ho1;.1U!. PEI tewiu·jea 

t>•eaus~ what. you need •!"• people wl'J9 ate gb.l.tl~! tre 

Slupport the sto3res, send their ehilc!tcen tc:, teneil 

and not oo~e in and really b• a burdtl di thl 

re•t of the stat~~ 

r .. s you we 11 know, Newt-ArJc i$ t $1ub$ itHJU;ta 

qlty with, i think, prob•bly, 60 to 70 p•r¢tbt ., 

tbeir hudget. t:<:>day provided by eithll!r $t.i!H!- ei 

· ff;d~ll?al gevetntnent$ 'rh.~y have not co.llietid 

any :mere ir1 tax d.ollt1r$ in 1980 than th~y nadt 1.n 

1$70, and you h•ve had~ 125 p•teett irtfi1ttfii 

So 1 think this is an area that ne•d$ vety ciin..i 

~idtU'lflLle stl.ldY, but also th~ etate bas to pr;oiicHi:~ 

and not say condominium conV$tsions a~e bid bijl 

say that eon4~:n11iniuro conversion in c;itiet may 1'$,e 

the beat thing thJt ~v•r happeaid to th••· 
'!'hank you. 
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There i~ no one else. 

I'm going to declare the hearing con-

ciluded for the record~ We will thank everyone 

who did. appear, the stenographe.r, and the tran• 

script w~ll be requested to be made available to 

the Governor. 

(Whereby, the public hearing adjourned 

at four o'clock P~m.) 
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TESTIMONY FROM: ELIZABETH GOODWIN 

WHAf EFFECT no rnNVERSIONS HAVE UPON THE COMMUNITY? 

First of al°l, property tax income increases. Apartment buildings, as opposed 

to condominiums, are assessed lower and, consequently, taxes are lower. HUD's 
' 

· s.tudy again bears out the hypothesis that condominium units produce 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. 

Especially in rent controlled ·areas where rental property owners have had numbers 

of tax reductions a:s a result of appeals, conversions have had a significant· 

positive impact on the tax base. 

It stands to reason that income producing property be assessed for tax 

purposes 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 single 
' 

owner or multiple owners, as in a conversion. Value increases, so do property tax 

revenues. 

Conversions have also played a significant role in helping to reverse urban 

decay in many areas. ~ashington D.C. and New York City are prime examples, but 

here in New Jersey we have seen this positive trend beginning 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. Bui 1 ders 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 only 

beginning. It would seem the cost of energy is certainly an element of this 

reemergence of interest in the market. The issues of safety, convenience of 

facilities and long-term costs still remain to be resolved, but when they are, it 

will be through the conversion of existing, viab.le units that we, the suppliers of 
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hc:iusin~, will be able to me1et this urban redEHnand most quiqkly aM:I in the most ¢01 

tfFfe1ttfVe manne r . 

1~ew. I/Jersey's c4rrent Gonverston law is still the strol19e·st in the natiorh. 

tn: t'a'¢\t only about half the states have even found it necessary .to l'e'gislate 

conversi;on practices. Tenants h:ere have a laundry list of p·rotecti.o:nt ti(f)th (i'aY;.. 

't$-day acnd, u:i>on conversion .. 

If a tenant's building is. to be converted, he has an. auto1natic :tight to. buy 

h.is ~'.pafttment. It cannot even be offered to an outside buyer for three niO:nths.. Ii 

the. tenant still elects not to buy, for whatever reason, he has art ,:rutomatit right 

to live tn th.at sanie. unit, as a tenant, for at least three, and so 1:ong·as eight 

yeats. th.is is the current law. the only way irl which tlie develope,f' cari remove 

a. tenant from a converting building is to find another apartmertt for hi·Wi. That 

ai:>.artment mu$t be comparable in. rent, stze, proximaty to employment, etc.; etc. 

Al.ternati"'.ely, the owner can give the tenant six months free rent, or a cash paymen 

of e;qµal amount, essentially. as a payment for the tenant to ioove aft~,r'i three years .• 

Awong lllC:lmbers of the Apartment House Council , we know of ntt eVtcti·on. evei in 

New. Jers.ey1 because of conversion•. Considering apartment tenants deIT1Qgrapfiically: arE 

Me of: thEt roost voluntarily mobile segments of the poputattan, WE:1 daUot that it 

would ever be the case that large numbers of tenants would face eVio"tton Because of 

conversion of' their homes. 

The. AHC and the NJBA has long recognized the crucial· shortage 6f: affbrdaole 

hou~.ihg in New Jersey. and have urged Adrninistrati.on res,pons~. Wei! fttnth@r acknowledg 

thft 011e particula.r seginent of' t~~ tenant population ·is vulnerable t'c;f hardship Upon 

corn,e.rsfon.; elderly people of mo(:lest means who live in converting aµ"arlrnenf building 
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It is the responsibility of all 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 made 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 and 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 imaginative 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 co~t. The idea of shared appreciation, or equity, 

between the mortgagee and buyer is a new concept. We see it as an elegant and 

totally equitable way in which elderly tenants of limited 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 converting 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 proof 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 the appreciation 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 ,opEtraUan ~T this plan ;WO'Uld enable CO-i1Ve:rs1'0FlS to :t~h'tltt,ue Wlth ,aH tWei'i 

;pb:si!M'V:~ ,E!f:fe,ci:ts :wlil~le ,pla:cint the ,ptb'tectHm of tb~. \f)ot~hlHt~ 'Xii·tt,;ms ,of ·the ;prot« 
.• 

Thtl! funds iav.aHa1b1'e from casi'fl·t) ·~,amt,ng •aft! ti'ft·atr:il~ ·•s,uffit:lerrt 
I . . 

u, -•s,irib$~,¢1i ie ;,(h()rtgage ·tates ·dbWr:1 to., say; 1/ :pe·r-tent;. hedute the ·i~·qtffrl·cii tJjjvJn ... 

P~Yiire'fltt lntcl i-n a ;hfrJh ,.mafr1tenai!itce cl'large c:o·r·po·r11Hon like a eo&,ptttf'ative~ assist ., 

:the'.~e. 41n "teturns 'h'en ·eventuaHy <t sale oc·ct:Jts, New J,ers·ey sta;nttt ·to reuoupi 
~ 

mo1re than the owtlay ~nd other co·sts ihvohed h1 the p;rogram. 

;We ,are c~H··tah11y wilHn:g afld 1e,a·ge:r to work ·with th-e Adm'irrfst'r-at1it''i1 i'h f:otm'Uhit 

of l~gislatjo,n ito ,fiut this .plan 1-r1to 1effect. tn t"cict, w~ urge it tit ,g'lve:ri tbp 

ptl~ r'i ty . 

Thant you for your ·attention~ 

# {I # 
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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 

the law firm of Greenbaum, Greenbaum, Rowe & Smith with 

offices in Newark and Woodbridge. I'm a member of both the 

New Jersey and the New York bars and have practiced almost 

exclusively in the area of real estate law for the last 20 

years. I have been involved professionally with condominium 

projects, in general, for over 15 years and have been 

dealing with conversions specifically since approximately 

1973. Today, well over 50% of my practice deals with con­

dominiums, co-operatives and other common ownership develop­

ments, currently including approximately 40 condominium and 

co-operative conversion projects in various stages of 

planning and development totaling over 9000 units. 

Over the years, I have lectured extensively on con­

dominiums in general, and conversions in particular, for 

various groups such as the New Jersey Institute for 

Continuing Legal Education, the New Jersey Association of 

Realtors, the New Jersey Builders Association, the New 

Jersey Mortgage Bankers Association and the Society of 

Professional Assessors. I also served as Charter President 
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Ciif' t':fi\e' iNie':W J:ersey Chapt,e-.r o.f Cornr:riun:ity A,s:-~to-c:ic!!,t,ifo.n.~. !\Qc:~'1~;i:""'.. 

tuite a:nd' ·0_1;,ufre.att1,y am a, rne,m·:b.,er- of ;i;~.s Bp~rd ~;f. I}iir.e.c:t,o,r,;ij.;• 

mt ad'.ehi'tiio.n, I s1erve a.s a member- of the n,a.tio:nal ·CAI 

p::rac\t~i'tione,rs C~_u,n:cil an.d, a.s. Cq~.chair..ma;n o.f the n~:ti·9:,i:1,c1l 

:Pu:'b1Ji:Ji:¢ait::i0:ns Committ.e.e 0,f t:la,e Institl)._te. 

MoJ;>~-fully., tns.e s.cp;_p,e o,f the. e.x,perie.nc:e :wljl.a:-~l:l '~ 'lil~?f~ 

©J!l:t'linie,El fo,r you has given m,e some perspecti V!? ~nc;i ~~.O-"W",l~.c;i,;~~ 

about con<$.ominium and c-QO,p,~rative conversio~~ w-~.i:\l~ I ~?.:Q, 

s'h:af"e w-ith you -today. J; sl:lall eod,eavq.r to co.nc,~nt:p<it.~. r,qy. 

re·m:a.•r"k's on the legal, rather -than the philosQppic.1.~J,, 

$;0,ci-01'0:g'ic.al _or demo.graphic aspects of conver~ions .µ;p._q;°q 

,w:bieh lI shall :also touch. 

A·t the outs,~t t.he real. issu,es should ·b.e ici~:p:tif-,i;e.;d .• . . .' . . ·, . . ...... ,.· > _; ·: '•. ,_,,. 1·· ~, 

lLn ot·ber w,ords, what wp·1:.d,d ,we recilliY t.n:t,enq ,tq Jil@Jrorppai,~fp /Q-¥. 

t'1.e a-fil©.ptl,en o!' adda-t'i,ena;I. leg:t.s'ia•tion on r .. ~,g,w.i~t-i.o·n;;J? 

A:Ssumiin1g _ :Uta,t .0ur di-sclosur,,e la,,,i$ ;ar.e ~,d,e93µ~rt:,~ it-,o 

1,pir,dtee\t :P'-uire'ha:S:erc~, :th,~ pr:1:rn,a:ry Le,gi:t.i!llc;i:te .p1,,u·\.p o_s,e ,Q:f ,~n-_y 

ad,dd.t·fu,o,n;a:Q 'ri,est,riGitli,pns o.n c9nv.e-rs49x1 -~-0tuld :t:>e it9 i_P,r,9~t:~p~~ 

t,!e,nanit'.-S J/f\rom \b;e1.:n'.g ,un;f!:~~ril,y i;iiis;prJ.,ac.ed .f,n0111 ;~h,~'.iir ,~P-~nt,,m.:~or.1,t,s 
. . ' .,. ' -: ,·,,>..,. 

qif ii11,h~y Jio :ilo\t ,wii:S:-b ltp ,,o:r tO-:?;nnort \PU:-l'lC;h.a_se \t,:n:~m --~l:l~ ,q:~n~-9rt 

lloc;;;iiti:e ,_or ,:mf,fora a\l.:t:.~nna,te ,com.par~b1le ;tioµ,sd.ne; \tl~tb~•i,p -·? 

.·rreaso·O.:aH:i1he 1ti•r:n·e,. itto~'~iWe:r., 1ii.f ithe ,,e,~!is,ti:L;~ 1:PPJ>l:t,ee:t~p~ i~S 

-su'f1f1irc1:Le·rlt;, 1and tI ifie.etl 1t:Ih,?t -ii•t 1Js ., ••. , 1:I t-~.owl-ct thqpe 3/th,~t ti;n,e 

,g:ON,iernim:e-rit :ah;d ttn-,e ateaJ ,:;e,s:t,ai-t,~ 1in.qµs:tr1y 1,woµiJ;,p .,q,opq;~_f!s,1:/.r;,~ti:e i:Qn 
.. ,._ ' • . •. . . • .: .••• , ·-•• ., · •• •1<, 

·:' 



-7X-

dable housing of all types, both rental and for sale, 

through the development of innovative programs in both the 

private and public sectors. 

If one agrees with my basic .premise, then a good 

place for me to start would be to outline for you the provi­

sions of our existing law governing displacement of tenants, 

adopted in 1975. I refer to it as the "Fair Eviction and 

Notice Law" and you can find it in N.J.S.A. 2A:18-61.l, et 

seq. and the regulations promulgated pursuant thereto 

(N.J.A.C. 5:24-1.1, et seq.). 

In essence, this Law provides that as a practical 

matter, each existing tenant who does not choose to purchase 

his apartment will have a minimum period of 4 years and 2 

months befo~e he can be evicted, starting with receipt of 

official notice that the building in which he resides is 

being converted to a condominium or co-op. This period can 

stretch out to more than 8 years if the landlord chooses not 

to waive payment of 6 months rent after the end of the first 

50 months, 5 months of which rent is labelled "hardship 

relocation compensation" and the other month of which is 

labelled "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 
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the 1:wr.m:al attrition process or to s•ell apartmen'ts to 

inv.estors who would take title, subject to the e,xis'tihg 

ten_anc,Le!S • 

T.o ext.end by moratorium or otherwise what is 

.qu;rr,E:lntly by far the most restrictive eviction period in the 

riati.on for conv.ersions seems unnecessary and nothing but 

'' dou.ble,...ki 11" • 

Let me be more specific about the minimum statutory 

eviction period for non-purchasing tenants residing in ·con-­

verted buildings in other states when I last cheoked them a 

few mo.nths ago and I think that you will quickly see why I 

alluded to the "double-kill" effect. In Connectidut ahd 

iennessee 1 the minimum period was 60 days; in Ne~ Ha:mpshifet 

1,t was 90 days; in Virginia, it was just increased in last 

year's, session of tl'le leg is la ture from 90 to 120 days, which 

was also the minimum period in the District of Columbia, 

Florida, Illinois, Michigan and Wisconsin. In M~rylahdr it 

was 180 days and in New York, 2 years, if there was an evic­

ti_on plan. Indeed, the Uniform Condominium Act which was 

dra,fteq, approved and recommended for enactment in a:11 sta­

tes by the National Conference of Commissioners on Uniform 

State Law.s in 1977, approved by the American Bar Associatiori 

in 1978, and recently adopted in west Virginia, Mihnesdta, 

ap,ct Pennsylvania only prov ides for a 120 day minimii!ltn' evic,'­

tion period. 
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Obviously, the theory of all these Laws is that a 

fair balance should be struck between the competing in­

terests of tenants who may be displaced because they cannot 

or choose not to purchase their apartments and those persons 

who are able to afford and desire to purchase a ho~e. 

Certainly, the existing minimum period of at least 50 months 

in New Jersey, which is over 12 times that provided in the 

Uniform Condominium Act and most other states, would seem to 

go far beyond fundamental concepts of fairness as perceived 

in other states with similar and perhaps more severe pro­

blems. To add additional restrictions, in my mind, would 

seem unnecessary from the standpoint of tenant protection. 

Secondly, restrictions that prevent conversions 

from a practical and economic standpoint would also prevent 

the receipt of real property tax revenues that would be 

generated by conversions and which are desperately needed by 

many hard-pressed municipalities in our State. Typically, 

real estate tax assessments increase at least 200 to 300% 

when a conversion occurs. How much longer can we afford to 

continue to penalize the single family homeowners of this 

State who continue to pay more than their fair share of real 

estate taxes in order to subsidize tenants who are protected 

by arbitrary controls? 

If I may shift gears at this point, I would like to 

deal briefly with some of the commonly held beliefs con-
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cerri:l:rig conversions, some of the possible constructive sblu-­

tions to the· real problem of providing affordable heus:ing:., 

and the potential public benefits. 

There are many studies around dealing with the root 

cafr§~§ of the conversion phenomena and the advantages, and 

disadvantages to tenants, purchasers, and the general 

public. However, I will for the moment leave this to the 

'testimony of others, and allude only to some of the conver-­

sfon myths that have been dispelled by some or all of these 

stucHes: 

first I would mention some of the highlights of the 

400 page HUD study on "Converting Rental Housing te 

Cbndomiriiums and to Cooperatives" which was published in 

JUlYi 1gaoi Among other things it concluded as f6116ws: 

A, Quick profits do not cause conversions since 

62% of all tenant purchasers buy for economic purposes. 

B. Between 1970 and 1979, only 1. 3 % of the rental 

supply nationwide (36fi,OOO units) was converted. In 

W;ishington, D.C. which was one of the most active markets, 

6rilj Bl of' the rehtal supply was con~erted~ 

C. there is a corresponding decrease in the 

demand for rental units as conversions take place since 

tenants in the converted building or elsewhere in the com .. 

:rtmnity constitute the great majority of the purchasers. Out 

of the 366,000 units which were sold during 1970 to 1979, 
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there was only a net loss of 18,000 rental units or approxi­

mately 5%. It is extremely important to understand this 

concept. 

D. On a nationwide basis, 30% of all tenants 

purchase their units. 

E. 20% of the remaining 70% of the tenants who 

move (or 14% of the total) are over age 65 and a very small 

percentage of these are low or moderate income tenants. 

F. Increased housing costs paid for converted 

units in many cases would have been reflected in higher 

rents had the buildings not been converted. 

In addition, there are similar studies which tend 

to prove that displacement claims are exaggerated: 

1. According to a National Association of 

Realtors survey, up to 50% of the tenants buy 

to take advantage of discounts, to avoid the 

move, to protect their investment in their 

leasehold improvements, etc. 

2. Pursuant to a Washington, D.C. survey in mid 

1978, over 50% of the non-buying tenants relo­

cated within a 6-block radius within 90 days 

after eviction. The survey found that 

although their rents were 14% higher on the 

average, they found space which was 7% greater 

on the average. 
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3. The turnover rat-e in most urba;n areas is \be,t,.. 

-we.en 25 and 33'% annually in rental a,p;;ar,t:m:ei11t,s. 

Aceord'in,g to William E. Be,cker, a ,rtati-cina.111Yikinc:n,;n 

':m·a!ri'lkieting eonsultant from Teaneck, N:ew Sersey, ~,th,e nu,mb:er --Of 

t;e,t:ta,n,t,s J . .tn,able to a.fford the purchase of a new u,nit i,s 

;1i1,:s,u.1a.Lky ·v1e•ry small. 'Mr. Becker indicates it is •1ge11,er'allj 

e:sti,ma.ted ,tha.t the tenant can afford to pa,y ,monthly car,ryin;g 

':C01sts of up to 150% mor,e thari the rent be.fore ta.king ·t,a';x 

ded,uctions i·nto consideration. He further states t1'rat '3 ,to 

'5'% •of all tenants in conversion buildin,,g,s ar,e :truly urra.':b'ie 

,t,o f\e:rrd for themsel,ves financially; lil-owever, thes:e fi:g,u,r,es 

,vsa'r'Y sitgnificantly ,depending upon the building invol•vied. 

Titre.re ta:re .potential solutions however to help \thos,e d,-Ls­

ad'v.arf;taged .persons ·who are genuinely unable to a.iff'.o:r-d 't,o 

,pi:.r.r.cha,~rn :their units. These inc1,ude: 

•'A... .Downpayment loans to be paid out -of r:e's;aLe 

proceeds .from a unit. 

,B. Mortgage .payment assistance such as ,tn~ter:e,s:>t 

subsidy. 

,c.. 'Loan guarantees .for ,ma:r,gina'l !tenant ibu,y-~;r:s .• 

·o.. Permission for re,gula ted le,nders :to ;u,tiltz·,e 

·t·enant dis,coun,ts for downpa:ym'en'.ts. 

·E. tRental assistance such as 'Section :8 ;f.or a 

tenant ·-Who ,rematn·s in an imves1to·r-.owned apar\t ... 

·men ts. 
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F. Interest rate subsidy, tax abatement, or 

greatly accelerated appreciation for an 

investor who permits a tenant to stay at below 

market rent. 

G. Reasonable relocation assistance. 

H. Additional incentives to private enterprise to 

build alternative housing or to rehab same. 

I. Technical assistance, loan guarantees funding 

to permit self-conversion by tenants. 

J. Earmarking of in~remental tax revenues 

generated by conversion for alleviating con­

version related problems. 

K. A special transfer tax levied on the converter 

to help create a conversion assistance fund. 

L. internal quota or subsidy programs sponsored 
i 

by the converter for senior citizens, low 

income, or handicapped tenants in a conversion 

project. 

As most of us know, however, the conversion pheno­

mena is only one part of a housing revolution now taking 

place in our country. Bandaid types of legislation will not 

treat the underlying and major problems, namely, that rental 

housing, federally initiated and privately owned, as we ha~e 

known it, may soon become extinct unless we come up with 

creative and acceptable alternatives. Certainly today's 
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ec,0,no.m,:i,0:s, wnich produce the · e.ver widenin~ gq;l)i betW:e.Eln tti.~. 

coS.t of constructing and operating n,~w ren,tal PJ'Qµe.rti~~. a,nci. 

the a"bili ty of tenants. to pay rents. that. w,ill, ¥ielq a r~c:\i3-0~ 

naQle economic return to the landlord on tl1ese qq.sts ( qr :i.n 

many ca,ses, governmental ren,t control a,ffect.inf!i ~.ame), 

qoupled with increasin~ly less favorable ta:i<: law~ regl;rdiPB.; 

depreciation for the landlord, have ~ade or will ~gon ~,kt 

new rental hoµsing e~tinct. 

In conclusion, one of the solutions for savillij gµ,r 

cities from further decay may well be even more wid~•pr11f 

conversion to condominium or cooperative ownership iry 1ll 

price ranges anq what is looked at by some as c1, prgp.l~qh 

might become the solutionw I think this is startin~ to h,P~ 

pJn with tbe James Street Commons Project in N@war~ wit~ 

which I am involved and with whicn the Governon is f4WiU, 9r 

- a p;rQject which is aided significantly PY a 39".'.':'f~q.r ~r~~ 

duated tax ab.atement pill which you endors~d. .Qertc.i1nly 

this is the thrust of a recent article in the Spring, 1f&Q 

Quart,erly Revi,ew of 'r·n.e F,e,4.eral Re1$erv.e ijq.nk pf 'N~W fqp}f 

ent;i.t:te,d ''Co-.op Fev,er in :New Yor:k City'', ~n,er~in th-~ ~~tP-RP§ 

con c 1,u,ded : 

"·'·T1be ,g:rowtn ~t)i,CO ha,S OCCl;l;r:r,eo if! c.9 ..... ~;p 
b,ousi:r1-;g is· g.ene,r,ally viewed as .a· pos;i.tiv~ 
.a;e~~il.opm,ent" f,o.r N.e,w Y-0r-k. C:0 .... <;>ps e:i.r:e · 
1playi,n,g an integral part in .rev'a.taJ.;i.zi,Q$. 
dJecayinig n,~i.g•hiQ,c;>rh.o,o.os .as w:e;l:l a.:S i:Q 
:Sitllst.e.i,ning curre.n,t ,r,e;sid,e<Qti.al are.as. Co.:­
o:p' ow,n,ers' a,,cj,d cohesion .and sta'b)i.l;i.ty t.o .... 
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city neighborhoods since they are not only 
less transient 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 motive in seeing 
to it that co-op housing units are as well 
if not better maintained than rental apartments. 

Detracting from these benefits, however, 
is the concern that the recent flood of 
co-op conversions is exacerbating the 
scarcity of rental housing in New York 
City. Adding to the concern is the fact 
that private co-ops tend to be con-
centrated in just a few residential neigh­
borhoods, and the more popular ones at 
that. Since New York City attracts a 
large, mobile population and encompasses 
many poor and elderly people, such a 
situation means inconvenience for some and 
outright economic hardship for others. 

Yet the extent to which co-op conversions 
are actually contributing to the scarcity 
of rental housing in New York City is 
unclear. In large part, the current short­
age can be traced to the city's rent laws 
which prevent rental receipts from rising 
apace with the operating costs of build­
ings. These rent regulations also 
greatly inhibit the construction of new 
multi-family buildings. Consequently, 
far from being the root cause of a scar­
city of rental housing, co-op conversions 
are instead the housing market's reaction 
to the intensifying cost pressures induced 
by the city's rent laws. As such, co-op 
conversions are helping conserve and 
upgrade the city's stock of residential 
housing. 

Despite the beneficial effects of co-ops, 
the planning boards in some neighborhoods 
have instituted zoning restrictions which 
limit changes in existing buildings. New 
York City, however, has not adopted a 
general moratorium on conversions, as has 
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been done in some other metropolitan 
arEfa,s. Indeed, the: productive value· of 
moratoriums remains· questionable. since 
tih'ey thems,e1ves. do: not en,courag:e new. 
building or a,dd to the total housing, 
stock. These impediment.s to the. working;; 
of. a fre.e. marketplace, may actua,lly 
ct:e:crea:se the total stock because 
la'rldlords who are not allowed to convert; 
rrra;;y then neglect and ultimately abandon, 
th'e'ir buildings. 

On balance, co-ops may well repres,e.nt a­
k,ey ingredient in N,ew York City's s:earcn, 
for long-:-run e'conomic health. Indeed., 
with co-ops as an opM.on, the city's 
middle,-class population no longer faces 
an either--or choice between the diverse 
acppeals o.f city living and the lure of 
l':i:omeownership with its economic advan­
tages. !ri view of the costs as, well as .. 
the• benefi.ts o.f co ... op conversions, it 
see'ms likely that New York's current. 
policy of permitting the spread of co-.op,s 
while simultaneously safeguarding 
te·nants' ri.ghts is the best strategy at 
this time." 

I endorse this view fo.r New Jersey and in my opi;.-:-­

niori•, s,ince· we already have by far the most stringent t,e,nant 

safegua:Crds in the nation, we need to concentrate on, ways: to 

encouragie conversions in order to help preserve. our urban 

housing, stock and to help revitalize our cities,. Solutio·ns 

to' protect arty low income, elderly or other tenant$, who, ma:y. 

ienuih@ly need help should be compatible with this philo-:­

sophy. Unfortunately, most of the proposed legisla:tion 

which :ils sponsored by tenant groups, encompasses ideas such 

as moratoriums, life tenancies, tenant consents, etc. which 

would not only inhibit, but outright prevent any f~ture con-:­

versions. 
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In my view these. solutions are not solutions at all 

to the greater problem of providing affordable housing, pre­

serving the housing stock and rebuilding the residential 

neighborhoods of our cities. Further, most empirical evi­

dence which is available would suggest that generally only a 

very small segment of the tenant population may need addi­

tional help when an apartment is converted. Accordingly, 

we should focus on constructive solutions in these areas 

along the lines I have indicated, rather than to indiscrimi­

nantly lump all tenants into the same class as is the case 

with most tenant sponsored legislation. 

Politically the latter makes some sense. 

Intellectually it does not and does not serve the best 

interest of the public at large. 

Governor Byrne, I am aware of and applaud your con­

cern for the rebirth of our urban areas. Hopefully you will 

share many of my views and during your last year in office 

be able to effect some of the constructive measures I have 

proposed in those areas where you find a legitimate need 

exists. 

Thank you. 
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:r ,\~SJ11:tE YOV ARE NOT LOOKING AT CQNilQNI~IUM (:ONV~RSIQN 

1.S ijfM:)J:l OR.-~AD BER SF, BECAUSE IT IS NOT. AND I ASS;U-HE Y(JU 

4)P?. NPT LOP~INO f,T GQNVERSlON :J:N THE SENSE OF llOJ'.ilEQWt-;ERSHIP 

¥§. g:)3.°NTINO. Tl{AT'S AN INDIVIPUAL Cf!OICE. IT NUST FI'!,' EACH 

. !ij~.:p;:r~.UA1' $ HOUSEHOLD NEEDS. NOT EVERYC>NJ;: IS SlJJ:1EI) FQR: OR 

Pcli:S]~~§, tl9ME,OWNEJ~,SlU:B. AND I AS.SOME YOU AR:E NOT LQOKH{O AT 

l;HIS WITlHN THE COJ:HE2\T OF PROPERTY RIGHTS VS. GO\:'E,;RNME::~rr,.\l. 

99NW·RJ);1;,. nns QVESTI,QN WAS SETTLE,{). pO YE.fl,R:S t.GQ, iY lfilil VNI'I;:1!:1;) 

s/rA'1?¥.s, SllfRJ!JME couRT rN BLocl\ v. Hr&s.cl,J = "HousING H~ A 

ft;Ql§iITY OF iriE! A\L TRE, EiEMENTS OF A PUa\IC J:ITJJi&l 

Jil:,J,§;Tll~N~ S:19,~E; Illi:GR:l;]E OF PUBLIC CONTROL ARE· PRJ$E~,'f .'' 

:n1 A,IQ,,I)I1;19,N TH,E STATE OF NEW JERSEY CREATEIQ TI:JE CO;~I).Q!{I:t>pj-T;JM 

¥0@,~t~ @:r Q\ft{ERs1n:r ax 1tc;,1s,LATIYE ACJ!,, ANP: c:A}'i 1..1:M+~ EUTTJ:RE: 

Qil*WI~N~ OF GON~O~INIUMS ~HEN TijE STATE FINDS lHQM 19: 

H;,f),V,,Ji! 4i.Jil,V .ERSE EF ~,EC T Si. 

Vl,STE;\D, TH,E q:N',TRAL ISSUE IN C.ONDQMlNJ;l!M CO;N'!'ERSIQ~ 

I.S I;WW QQ,N):W,MINJ;UM CONVERSIOW EFFECTS THcE; ABXLITY: Q.F GI,':l\"):E;S, 

1'9, ~1ljl]j:']1 T:H,J;; ijQUSI~,9: N~Jf;l;)S 9:F 'rHEIR RE'IHI),J!;N·lS ,. El;~P~~I,~J~J.(.-~ 

1)1;~l;)il))i'lks, M.Q.,D,ERATE AND, 1..0W< INCOHE HO,T;JScEHQ,LH,S. Q:Oi;{fJOMIN:JiV;~; 

GQN:VF,:·~,S:.T,Qits; IS_ A.iii IS:SUE THAT MUST BE v:qaffpI) WITHiIN ·~1;1,ip,_ 00,N(fE~'.11' 

Q,F Q.V1Ijl;~1;\L,.,I, H<}l;l\S,I NG, N:E·,EB.S. 

lT'S ES&ENTIAL TO FIR&T ·LOO~ AT T¼~ DE~O~STf~T~ij ~fFECf§ 

Of GQ,NQ . .OM~~l.cl,UN; CO,N;VEF,.S:IO,N,. THE INFO,RM.A'li'lCJN l'HAT Ji w:in,b R)ilVTE,Wi 

H•I;:RE IS BASED o.~ STUDT ES co;,..:n, Ci i !) gy Pln:Sli;·L\IU.Y T~!PAR'TIAL 
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RESEARCHERS, LARGELY CITY PLANNING DEPARTMENTS .. THEY ARE NOT 

BASED ON STUDIES FINANCED BY ANY SEGMENT OF THE CONDOMINIUM 

CONVERSION INDUSTRY SIMPLY BECAUSE ITS RESEARCHERS HAVE A 
. . . 

CONFLICT OF INTEREST THAT SEEMS TO BE THE ONLY EXPLANATION 

FOR THIS FREQUENTLY SLOPPY RESEARCH THEY HAVE CONDUCTED. SEE 

PAGE 203 OF THE ATTACHED JOURNAL OF HOUSING ARTICLE FOR A PARTIAL 

LIST OF THE STUDIES TO WHICH I SHALL 5g REFERRING: 

THESE STUDIES REPEATEDLY SHOW THAT THERE IS NO PHENOMENON 

·IN AMERCIA TODAY MORE·INFLATIONARY THAN THE CONVERSION OF RENTAL 

APARTMENTS TO CONDOMINIUMS OR COOPERATIVES. TYPCIALLY THE MONTHLY 

COST OF LIVING IN AN APARTMENT IS INCREASED BY 60 TO 100 PERCENT 

WHEN IT IS CONVERTED TO CONDOMINIUM. THIS FIGURE DOES NOT INCLUDE 

TAX BENEFITS WHICH ARE OF VALUE ONLY AT TAX REFUND TIME AND ARE 

LESS THAN DEVELOPERS CLAIM (DEVELOPERS ROUTINELY IGNORE THE 

STANDARD DEDUCTION THAT ANY HOUSEHOLD GETS WHEN THE DEVELOPERS 

CALCULATE THE .TAX BENEFITS OF CONDOMINIUM OWNERSHIP.) A BUYER 

MUST STILL HAVE THAT INCREASED COST UP FRONT EACH MONTH. 

cos·Ts DO NOT REMAIN STAGNANT IN CONDOM1NIUM OWNERSHIP. 

MONTHLY ASSESSMENTS .ARE TYPICALLY UNDERESTIMATED - DEVELOPERS 

CALL THIS "LOW-BALLING". FOR EXAMPLE, IN C'HICAGO MONTHLY 

ASSESSMENTS INCREASED ON AN AVERAGE OF 18 TO 20 PERCENT THIS 

YEAR ALO~E. RATHER THAN BEING A PROTECTION AGAINST INFLATION, 

CONDOMINIUM CONVERSION IS A PRIMARY CAUSE OF INFLATION .. WE WILL 

NEVER GET THE GENERAL RATE OF INFLATIO~ UNDER CONTROL UNTIL WE 

CONTROL ITS COMPONENTS SUCH AS HOUSING COSTS. 
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SIMILARLY, EVANSTON'S HUMAN RELATIONS COMMISSION REACHED THE 

FOLLOWING CONCLUSION ABOUT THE TRADITIONALLY RACIALLY AND SOCIO­

ECONOMICALLY DIVERSE COMMUNITY: "THE CONTINUED AVAILABILITY OF 

HOUSING AFFORDABLE, ON A RENTAL BASIS, BY LOW- AND MODERATE­

INCOME FAMILIES AND THE FIXED-INCOME ELDERLY CANNOT BE ASSURED 

BY OPERATION OF THE REAL ESTATE MARKET PLACE. THUS THE CITY 

MUST ACT ... TO PREVENT CONDOMINIGM CONVERSION FROM ERECTING 

AN ECONOMIC WALL THAT FORECLOSES THE ENTRY INTO THE EVANSTON 

COMMUNITY OF UPWARDLY MOBILE YOU~G FAMILIES OF DIVERSE BACKGROUNDS 

AND DISPLACEMENT OF PRESENT LOW- AND MODERATE-INCOME FAMILIES AND 

THE FIXED-INCOME ELDERLY." 

CONDIMINIUM COVERSION IS CLEARLY BECOMING THE BUILT-UP 

COMMUNITY'S FORM OF EXCLUSIONARY ZONING. 

COVERSION ALSO INDIRECTLY DRIVES UP THE COST OF REMAINING 

RENTAL UNITS. THROUGHOUT THE COUNTRY LANDLORDS ARE USING THE SHORTAGE 

OF RENTAL HOUSING CREATED FOR CONDOMINIUM CONVERSION AS THEIR 

EXCUSE ~O RAISE RENTS AS MUCH AS 20% OR 30%. 

BY INCREASING THE COST OF HOUSING OVE~ALL, CONDOMINIUM 

CONVERSION GENERATES A GREATER NEED FOR SUBSIDIZED HOUSING. 

IT IS GENERALLY ACCEPTED THAT YOU CANNOT PROFITABLY BUILD NEW 

RENTAL HOUSING WITHOUT GOVERNMENT SUBSIDIES UNLESS IT IS LUXURY 

HOUSING. IN MONTGOMERY COUNTY, MARYLAND, THE HOUSING TASK 

FORCE FOUND IT WOULD COST $35,000 TO $42,500 PER UNIT (IN 1979 

DOLLARS) TO REPLACE EXISTING RENTALS WITH NEW CONSTRUCTION. 
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TJfE: RES.ULT HAS BEEN AN IMPRUDENT, VERY COSTLY PUBLIC 

POl,lCY 'I'HA:T S·ERVES NOBODY EXCEPT THE :fIDDLE MAN INVOLVE,fl IN 

'I'H.E· G:0N.D0HINil'JM CONVERSION PR:O'C ESS. IT IS E SSEWI' IA•L. TO' 

IiYEN'i'IcF·Y THESE MIDDLE MEN SINCE XANY O'F THEM ARE HERE 'f.Q 

'l'E:S·'J::ll:FY AGA,INST EVEN THE MOST MODERATE RESTRICTIO'NS 0'N: 

€0NV:tR:SiffNS LIKE ASSEMBLY BILL "2286. IT IS ESSENTIAL TO 

BRiEFLY EX:PLAIN THEIR FINANCIAL INTEREST IN CO'NDOMINIUM 

CO'tlVERS I ON. 

Ii'OR THE SAKE OF AN EXAMPLE IMAGINE A 100 lJNT'I' APAR'.PWENT 

BUILJHN,G WHICH TYPICALLY WILL CHANGE HANDS NO MORE FREQNENTLY 

THAN ONCE EVERY 10 YEARS. FIRST, DEVELOPERS MAKE A SUBSTANTIAL 

PROFIT FROM CONVERSION WJTH VERY LITTLE RISK AND RELATIVEl.Y: 

LITTLE. INVBSTMENT ACCORDING TO HUD'S 1975 CONDO STUDY. 

SECOND, LANDLORDS CAN REALIZE AN EXTRA 10% RETURN WHEN 

THEY ~ELL TO A CONVERTER INSTEAD OF SOMEONE WHO WILL RETAIN THE 

BUlLDfNG AS RENTAL. 

REALTORS LIKE CONVERSIONS BECAUSE IT PRODUCES COMMIS.SIONS. 

WHILE THEIR 100 UNI1 BUILDING WAS RENTAL, THERE WOULD BE ONE 

COMMISSiON FOR SELLING EVERY 10 YEARS. AS A CONDOMINIUM~ 

THERE ARE 100 COMMISSIONS TO BE PAID WITH THE INITIAL CONVERSION: 

AND ADDITIONAL COMMISSIONS TO BE PAID ON THE RESALE OF EACH 

UNIT. REAL ESTATE SOURCES TELL ME THAT ONE CAN EXPECT THE 

CONDOMINIUM UNIT TO BE RESOLD ONCE EVERY 3 TO 5 YEARS. SO 

FO~ tHIS BUILDING WE ARE TALKING ABOUT ANOTHER 2 TO 300 SALES~ 

AN D RE AL E S TAT E COMM I S S IC, NS , D ll R I NG T H E NEXT 1 0 Y E ,\ R S . 
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TITLE COMPANIES LOVE CONVERSIONS FOR ROUGHLY THE SAME 

:RiASON. WHERE THERE HAD BEEN ONE TITLE FOR THE BUILDING TO 
) 

/ 

BE SEARCHED AND INSURED, THERE ARE NOW 100 TITLES TO BE 

fEARCHED AND INSURED WITHIN THE TIME OF CONVERSION 

AMD TO BE SEARCHED AND INSURED EACH TIME A UNIT IS RESOLD. 

BANKS ARE QUITE HAPPY TO SEE A BUILDI~:G CHANGE FROM RE,NTAL 

TO CONDOMINIUM BECAUSE IT MEANS THE TERMINATION OF A LOW INTEREST 

MORTGAGE GRANTED MANY YEARS AGO. INSTEAD THE BANKS WILL NOW 

PROVIDE MORTGAGES TO EACH UNIT BUYER) ALL THE WHILE CHARGING 

POINTS ON EACH SALE, AT A HIGHER RATE AND EFFECTIVELY FOR A 

MUCH SHORTER PERIOD OF TIME SINCE THESE UNITS WILL CHANGE HANDS 

MORE FREQUENTLY THAN THE WHOLE APARTMENT BUILDING USED TO CHANGE 

HANDS. 

ATTORNEYS LIKE CONVERSION DUE TO THE INCREASEP BUSINESS 

IT PROVIDES. NOT ONLY MUST A DEVELOPER HIRE AN ATTORNEY TO 

:PREP.ARE THE NECESSARY DOCUMENTS, BUT EACH BUYER AND SELLER OF 

UNITS (AT THE INITIAL CONVERSION AND ON RESALE) MUST HIRE AN 

ATTORNEY. PLEASE NOTE THAT THE AMERICAN BAR ASSOCIATION REPORTS 

THAT THE SINGLE LARGEST PORTION OF A GENERAL PRACTITIONER 

PRACTICE IS REAL ESTATE TRANSACTIONSi 
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~ .,~O,(j) ~Ir •S.ANP$UijY VILLAG,E GQMPL:EX IN C:HI<::A-GQ ·to .¢@i'fPiOM!PNtilMS,. ffi1Ei,t .• ' 

.A, 9)~-,~ j.)?,:P:R.0,0.r-t .tW,i{fi{E~t ·R:EN'.t;Ull·G iE\OR $36);0 A t'10Wf,If ,~()W ,C~'$;l'S ,qw~ :$-Y,~'.& ,4 

N,O~T:ij .,\.~ A :CONDOMINIUM. to RE,;PL,~CE nn.s ;R.ENTAL ~13:US)UJC Wfrl\I ;NiEW 

i:E:ijil:ALS, ·ra.j:e: CI'.F¥ .OF eH:IGAGQ ~s ISSUING A -200 Ml[:L!Li;,QN ;JlO~~Nl- ''f:Al tt.tI~ 

Rl:W$Nl:J'~ :&@~P. TO 'WELP FINISH T:H,E CONS'tRU,CTWN (ff ';FH:E :2.,(}~0 1\)NTf i'R$,S-ID$N''fl.\\'L 

SVijS. rpy,, STU')IO AP.RTM,ENTS \-.'ILL RENT FOR XO LESS THAN $7'00 A W)N1l!_. I 

FA.II: TO SEE THE LOGIC TH:\T PER'.·!! T:i TH! S KJ:'<il OF \-.'ASTEflJL A-NT). J;;Xif:·Xti IVE: 

PVpLLC POLICY. 
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IT WOULD MAKE MORE SENSE TO KEEP THE AFFORDABLE UNITS THE WAY 

THEY ARE AND LET DEVELOPERS BUILD NEW.CONDOMINIUMS WHICH DO NOT REQUIRE 

A SUBSIDY TO BE PROFITABLE TO MEET THE LIMITED NATURAL DEMAND FOR 

CONDOMINIUM OWNERSHIP. (THE JOURNAL OF HOUSING ARTICLE EXPLAINS IN 

DETAIL THE DIFFERENCE BETWEEN NATURAL D2-L~'\D AND THE ARTJ:FICIAL DEMAND 

CREATED BY SPECUALTORS AND TENANTS WHO PCRCHASE THEIR RENTALS 

RELUCTA.~TLY.) 

IT WOULD MAKE MUCH MORE SENSE TO LIMIT CONVERSION" TO MEET 

NATURAL DEMAND -- WHICH IS EXACTLY WtL~T ASSEMBLY BILL 2286 DOES. THIS 

IS A VERY MODERATE RESPONSE, ESPECIALLY ~HE~ COMPARED TO THE WAY IN 

WHICH SEVERAL CITIES HAVE COMPLETELY HALTED CONVERSIONS. I WILL NOT 

GO INTO THE LONG LIST OF CITIES THAT RESTRICT CONVERSIONS-~ THEY 

APPEAR IN THE JOURNAL OF HOUSING ARTICLE. IT IS IMPORTANT TO NOTE 

THAT NONE OF THESE LAWS THAT LIMIT THE PRIVILEGE OF CONVERSION HAVE 

BEEN OVERTURNED IN COURT. 

ASSEHBLY BILL 2286 IS A REASOXABLE A.~D MODERATE ATTEMPT TO 

PREVENT ABUSE OF THE HOUSING MARKET THAT FORCES CONDOMINIUM CONVERSION 

ON UNWILLING CO~UNITY RESIDENTS. IT WILL PROVE ro BE A MAJOR FACTOR 

IN HELPING CITIES TO PRESERVE THEIR AFFORDABLE HOUSING AND MEET THE 

HOUSING NEEDS OF THEIR EXISTING RESIDENTS. IT IS VERY DIFFICULT, EVEN 

TODAY, TO MEET THESE NEEDS WITH INFLATIONARY SECTION 8 SUBSIDIES. IT 

WILL BE IMPOSSIBLE TO MEET THEM IF FORCED CONDOMINIUM CONVERSIONS ARE 

ALLOWED TO CONTINUE. NEW .JERSEY HAS IRREPLACABLE UNRESTRICTED SUPPLIES 

OF AFFORDABLE RENTAL HOUSING THAT THE TAXPAYERS OF THE STATE CANNOT 

AFFORD TO LOSE. I WOULD URGE THE GOVERNOR AND LEGISLATURE TO ENACT 

ASSEMBLY BILL 2286 AS SOON AS POSSIBLE AND IF THERE IS Ai"<Y DELAY, TO 

l!-L'·iEDL\TELY 1:-[POSE A :-!ORAT(RIC'[ ()'.\ CO\IJCR.:,Jm;s lXrTL THIS BILL c . .-..~ BE 

E:-.::\CTED. 
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Table I 

Conyersion of rental apartments to condominiums or cooperatives 

4-1-79 to 9-30-79 10-1-79 to 3-31-80 4-1-80 to 9-30-80 10-1-ao to 1-16-81* 'IOTAL 

PROJECI'S-lJNITS PRQJECTS-lJNITS PROOECTS--uNITS PROJECI'S--uNITS ~s-
. 

Bergen 4 ·-630 6 - 1788 12 - 2145 26 - 3548 48- 8111 
Atlantic 2 -408 4 - ·. 506 9 - 1276 · 16 - 1759 ·31..; 3949 

camien l ... 92 1 - 163 7 - 545 9- .800 

Monrouth• 2 - 134 3 - 182 11 - 1104 16- 1420 

Essex 1 - 275 1 - 87 8 - 782 10- 1144 

Hudson l - 20 2 - 459 3- 479 

cape May l - 25 3 - 94 4- 119 

Union 1 -· 20 2 - 570 3- 590 

Passaic 3 - 290 ~- 290 

Mercer l - 52 l - 96 2- .148. 

Ocean 1 - 12 l - 15 2~. 27 

. TOtal· 6 -1038 ·· 15 - 2820 30 - 3957 80 - 9265 131-17077 

*includes pending registrations 
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192 

20 
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~-J?Rl.ct.~t 
43;i600 ;.;. ,'.2.,i•oo 
26,500 .;;· 97,500 

27,200 ... 81,900 

'·23, 600 - 72,800 

35,000 - 118,000 

<i7,soo .. ss/100 

23, ooo .:. 35 ., o·oo 

46/'530 .. 13'0,,'0Sb 

37.,:cto·o ·- 96/6,oo 

'2.s /tcfo .. 1_;03 ,·otro 

'4'6.,/9'00 • 128,:ClOO 

:;za,:o'oo - i4/7,,soo 

12o)s·o·o .... :s's /2tl"o 

.··29)600 

67',900 

62,000 

57,550 

48.,200 

76,500 

68,750 

t9,000 

88,290 

'66/800 

64,3$0 

87.,,4:9.0 

87,,7$0 

:3;7,.;i85c0 

'56)250 

33/000 

Bergen 

Bergen 

·'a~ID,eJM~y 

~C~en 
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PRQJECT UNITS SALE PRICE RANGE AV. SALE PRICE COUNT'l FORM - -
Chateau 64 -41,000 - 67,000 54,000 Bergen 

Stratford House 133 42,500 - 75,000 58,750 Bergen CO-op 

• Gala>.'Y* 1075 75,800 -395,000 235,400 Hudson 

:-:.::.-di terrancan 
Towers W. 507 41,000 -104,000 72,500 Bergen CO-Op 

'2.77 c0ntra1 Av. 8 34,990 34,990 Bergen 

•Dl G!.·.:md Av. 13 '· 44,000 44,000 Bergen CO-op 

:--:.1rll:.0r<:>Ugh House 90 39,000 - 52,000 45,500 Bergen 

!-:Z.ple..;ood Plaza 87 21,900 - 79,900 50,900 Essex 

Plaza 74 47,500 - 74,500 61,000 Bergen 

Ea.·,t:?11 Anns 16 33,000 - 38,900 35,950 Bergen 

Bcrl<cly Anns 120 40,800 - 60,100 50,450 Bergen CO-op 

Su.-::ni t. Hi 11 228 65,000 - 98,400 81,700 Union CO-Op 

Crest Ridge 178 56,100 107,900 82,000 Essex Co-op 

Hillcrest 32 39,500 - 67,500 53,500 Essex 

Pr~sidential r 

'Im-.ers 120 45,000 -111,000 78,000 Passaic 

Dorc:t-.~ster 48 52,500 - 78,800 65,650 Essex 

r:i;ri t.age .1\.m.s 38 60,000 - 77,200 68,600 Passaic 

Totals 2892 $21,900 -$395,000 $129,702 

*by eli.Irinating the Galaxy which is a luxury structure the average sale price fo~ 
all projects is $66,822. 

S.):.1tb2m Counties June 1980 - November 19~0 

UNITS ---

; : ; •·-i J r.12:s Courts 48 

SALE PRICE RANGE 

27,00.0 - 42,700 

29,900 - 39,900 

28,000 - 37,000 

AV. SALE PRICE COUNl'Y 

34,850 

34,900 

32,500 

cartrlen 

Monnouth 

Mercer 

FORM 

. 



t~i£1t;Abk ~77 
fNti{&~t&t c8v~ •~~ 

;tffia'~:bl ~i 12 

'tbic:iAt~1 t6A!& ij~~ 

tbi8r1r!1 '~ f6 
rzc2i ~ik ir~c% ida 

-40X­

$1\.I.E PRICE;, RANGE 

3~,Boo i:s~,;006 

49, ~tot) - 12, §oo 
§5,000 ~ 16s,(joo 
:i'b,'ddb - ~:§)slfo 

85,000 

27~500 - 49,500 

t20',doo Jt1s§,,'d&o , 

96,sdo 
061)1'00 

ao,o'do 
:{9,750 
85,00() 
~a,sdo 

$5'6/6"i§ 

~tl~tie 

·1~am£dt:1i 

~f'fatlfrc 
'dartrli¥h 

Xt1aiitic 

"M6~u1:1i 

·.~ 
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The Economics of Condominium Conversion 

Landlord View 

Value as rental property (Sx annual rent} 
Sale price to condaninium developer 

Developer View 

Purchase price 
Expense to refurbish/rehabilitate 
settlement costs, ccmnissions, marketing & 

filing costs (6\) 
Develops markup (SOiis} 
Sale price as condaninium 

Tenant View 
current apartment rent (including utilities) 
Price as condaninium 
Downpayment (20\) 
Monthly nortgage payment (20 yrs, 13\) 
Property taxes (3 .S!is) 
Maintenance fee and utilities 

Total occupancy 

Property appreciation (at 10\ annually} 

$24,500. 
$35,000. 

$35,000. 
3,000. 

2,280. 
20,140. 
60,420. 

409. 
60,420. 
12,084. 

543. 
100. 
150. 

$.· 793. 

$ 503. 

Value of tax deductions (assuming $15,000 - $20,000 30. 
incane} 

j 
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TESTIMONY F~OM: DAVID M. 11;1ADWAY 

The, l~te 19'70 's witnessed the conflu~,nce. of a nW,IfP,~J 

o.f forces resulting in an 1,1nprecedented cont:raction o,f the 

r:e:n:t~l hgus,ing stock. Th~re ~s in prospe,ct;; no chapij,e,: fo,r 

t,hEt ~,.arly 19.80' s. The coll.version of hundreds of tho.µsanQ:S 

of units o~ rental housi,pg into copq,omini.tims clnd, cc,pp1:rra,-

!/ tive$ is hy no means the only pro.blem. Thous.ands of 

unit$, W;,e,re withdrawn from the rental market simply b,~ca,.4,~~ 

o~~rs abandoned them. Convelfs ions, al>andqnmen,t, ~n e>;t::i;a.:­

o'l'.'dfru~,rily 10"'1-l,evel of new, rental hc;,:using stax;t;:$,,, a,Ild. t;l,1e 

pliu~ino,m.e.non known as "gentrif:i,cation" com'bi,ned, to cr:.~:ta1t~ 

what i,s p,e,rceived by. mod~st- and lo~er~incoTite renters, as 

ti:h:e, i:i,ing l~ gre.it~s t thre.,t, t to their capacity to f inc,l ~p~l 

r:~tain decent and affo,rdab le shelter. 

The.re is not muc::h. that state or local ijOV~.~wn.~n~ ca,n 

clp ffO s.top an owner fz-om abandot1tng h:Ls buildi.Ilg. Like.­

wis.e •. there is l:i ttle tha.t government can do to forc:e 

builders to build new re,p.t~l units, cln4 the pric~ qJ ~n:­
c9uraging them. tQ clo s.o - - in ta,:x: E}~peb~i 1:-qt"es l:l,nd d:iregJ 

subsidies -- is in~re~.sing;ly viewed ~s too e~pep.siv~. 

qJ>warc:i~ .of twq hu11qre¢! uni ts of lo~~+ goverr1rn~nt g~v~ 4~~: 
covered over the l~s t several years.·· there is solllethi1:ui 

th.at can b_e done about c.o.nciomini1.11Il conversions: eitll~rr: 

st:op them al tog.ether or make them so difficult that as a 

!ls,:ee, "Undocu:n,iept.ed Boom: Conversions Doubled in 1•978,.,, 
u. 'S:-:Housing 1"larkets, Advan~e Mortgage Corp .• April 20, mg···· .... ·. 

':! :·- .• 
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practical matter they simply do not occur. 

Nothing that has happened in the housing industry over 

the past ten years has excited the sort of passion that 

erupts in a community when the condo converters move irt. 

Middle-income families, and especially the elderly, the 

vast majority of whom have lived lives of political quies­

cence, are transformed into radical political activists. 

The result is that planning commissions, zoning boards and 

city councils are subjected to political pressure of a mag­

nitude that is almost unprecedented. 

A. Displacement and Condominium Conversion: the 

Seamless Web. 

As any Navajo or Sioux will readily agree, displace­

ment is as American as apple pie, though they would probably 

object to such a benign characterization. The 1950's and 

'60's saw the full flowering of land-use Darwinism, with all 

the might of the United States Government behind it, in the 

form of t1:1e Urban Renewal and highway building programs. 

Those programs provoked a mid-twentieth century 

diaspora: hundreds of thousands of people were bulldozed 

from their homes; communities, in the physical and social 

sense, were atomized; and political power was dispersed. 

Factors that tended to soften the physical, if not the 

emotional and social, consequences did exist. Relative 

prosperity.and relatively low rates of inflation prevailed. 



'':rii~ t>'tii:l.d:tn'g industry \.fa.s :f6r t:he m6s t part healthy. Mo~t"" 

:'~1,g'e 'iifoW~y ti.is a:vai'.lJible fairly chea.pty tirtd t.1~ h'a.d ye't ieo 
'.f,rli~&&~ '~rtniesned in a tangle of la.rid..,use a.hd "~Hv'ircS-HiifElift~'l 

't'~sifi'd'tlon;s lrihfch itihibited n~w ·cdnsi:ructl6'h iihd :pt:i§1ited 
'1/es ~-r'ice tip. - And probably trip:s t _ impor'tarit, thfs per'fo'd 'saw 

':iafu~ 'of lJ::fo highes"t lev'els of cons t'r1..1c't16h 6I 'g'ovelrrtm'en:'t"" 

·ldfs{lit~d ii-rbusing . 
1fihally, hera.t~dly 'and feebly, the Fed'era1 :cicrvilirl!nfe-rit 

':f!~:6h~ed 'with the passage in 1970 6:f the tJn1:tb'rfu lte"loc"a­

iihh ·and -'It~al Property Ass is ta nee Act, 42 u. s .'C. #6.bt ·E!t 

;gi~:g. 'rne Act pr6vides 'firtan~ial assistance, tilbei't 'm:i.ni­

uffl~i. t:6 ·1febpl'e displaced by 'tederal prci'gr';g,ttfs . By :tne ifime 

'ift -w~s :,wa'c t~a , 'hdwever , 'nib's t bf t:lfe 's f(i~'m 'had igdfl.e ~aut · ·'tfif 
i;;ith~ Htlf~h ;Ren~w'a'i afrd highway :p't·ograirts. But f:or 'i:t'fs ':Yi)c­

i!iii/:rirr:s, the hUlk 'bf '~horn were poor, 'rac'i'S:l 'fofrib£1fr1:'s, ''fh'e 
' 

':i~t~-ifi~fgk Wid 'be~n o.'01{e. 

-E'rt:~h~ii}d by tb:1e :ris itig c'6ns c fo'lii:i:h'e's's tif :the _:a:Fsp:r,t{c'iif«fs 

''iin1d '1a'~~,t~R~rtsfi5Hs '~bbu t '{ts cb"s t , the ut't>'an 'I?J~ti'.'@w!a'1 :oi~ttH 

''1{:i.i!gh:W;-i'y 11t)f1Ygr~ttm's 1.<fit r'avdr 'With ''Cd5ngr'es's. But 't:l:fiey '.:U'ehave 

''in'0ffi~ir'\}ike a ' ✓ast1y heiighferi·ed c6hsci:'6'usrie's's ·'bf, iil:hd ,;~e­

'"s·i!s't'ariee to, disp lacefuen t. lt is 'this Tega Cy df c:futr'a':ge 
:.::i '.!·r ( ·.,--,--~- k :":: 1.-•-·; · ·• - • • . , ·· ,. .,,. . ·--

' which 'h~'s found succor in t.he "lie"a.'rts OI 'fn:ous'ands ')elf 'if"erlantcs 

ii:a:cirtg :cbn!cfo convers i:6-ns . 

In '\m..in.y citie.s , ·it is the a.partntent pfoJetfis 'ib'fr[:Ot 

oti:'aer ''the 'Ut'b'a.n 1Rene'rla 1 program ''which are , the foc'11s 'f(S!f 1 f'lte 

' cllrl.v~:fs''i6n t:urmoil. There is no 'small ltoriy In thi:s. \for 
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as the wheel comes full circle, dangling from its spokes 

are the limbs of the landlords and tenants who were in the 

.most direct sense the beneficiaries of the Urban Renewal 

programs. 

Today. displacement has assumed new and subtler forms. 

Historic preservation, the return of the middle class to 

the cities ("gentrification"), abandonment and condo con­

versions are together responsible for the loss of hundreds 

of thousands of rental units annually. Estimates are that 

conversions account for anywhere from 30 - 50 percent of 

the hemorrhage. 11 

In California, there are 3.6 million tenant households, 

half of whom have incomes below $12,000 a year and 38% of 

whom pay a disproportionate amount of their incomes for 

shelter costs. For most of those tenants, buying their 

units is simply out of the question. In 1978 a study con­

ciucted Jointly by the San Francisco Planning Department 

and local realtors concluded that 75% of the tenants in 

converted apartments do not buy their units, largely be­

cause they cannot afford them. According to that study, 

now two years old, it cost more to purchase and carry a con­

verted unit than it did to rent, by as much as 42% to 250% 

I/Projections are that upwards of one quarter million units 
have or will be converted in 1979 and 1980. See, "The Condo­
minium Conversion Crisis", Congressional Recorcf; pp. H7346-51 
(1979). 
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:tt:n :a \fiiafke:t w'he're 1the rental housxng ·vac'B}n¢y \rlaitce cirray 

l'"-'th ""'~-·-s· ''..,_, to'''w'· ,i __ a'· '-'s·· ,,'o•-·,n'· •·,-e-.. u,. •g; 1 Lto 0two ;p'e'rcen.:t -- by 'no itnefan:s •tinii:ifs•(tJfa}l i:n 

"'llii:1,b:an cci~ntlt?1r s _;:.... the 7 5% •:of 'hoh'-btiytng :t~naotrts i'a;\t,e ,:cafs':t 

r~firfi\if®t '.!.ilih ,'a \p'a'i•''fiicu'liarty i:iriM:o·s·pt't1a'b'le · ima·rk::e:t . ·1t,or 1rlhte 

'1~:4!,ff~i['>y :atta it'tt~ 'h"ahtf'i::capp·~:al, ithe fl:i_;fif:53ctrlt'1:e·s iatt,e i:cdtnpiD,tlhidird. 

ro'fi:e1eh tfit1i!?:y ,a::r:e ztJoo :fn\f-11rm. 'tb eve·n 'l-ook :fdr 'ta:ndfhe·r "ap'aritn-i:~nt. 

:/i.'Fiii!:ndii'n:g 10h'e 'sitii.'t':a'b':n~ ·to t'he'i:r specia1 nee,as :±s 1ev:et1 ",'tno'r,e 

:<,rs··,--~._-_;_'•iii:. i_,:c_ -,"e'' "-:r·· '-'--s·· ,_-~,·:g-·',_·_n·,_---_,_._,,·.'f· --.,,_ • ., •... ·c· --._-_-a''_"•n·· '-·t· . , - - d a· -- .b- . --
. '-":l.::L' .... "" "'" stress a:h a- justtnent 1pro ;1:ern:s ..,~1:re.n '.fih~Y 

i~Ainfe qra:11:tforhlfila _ '.s·t8.te Dep artmerit ___ -b'f H6u.sdzng ::ana ceommutifv.ty 
~[te'·ve';J;O,prrf~tit __ -•lfjfs_ ·rebe'ived tlata ·•on 3_3 :rrenoitfg 'Cbnver;sifons. 
tnr~ llfbopd-s'ea -•pr'i-<:!'¢,s w:f,tl i1.1.trease monthly ·housd:~g __ \CO'.S''ts ?i:h 
~e1Elch ;ipr:ote:C't ,bt 5-3%. -. 'In JO% , o,! the 'pr;oj'edt"s., _ :mortthl:ty ',cois\t:•s 
,r~if,t~eir_ fcbnVe:r,s1oh -,wiil1 'be ·more ·than __ --douhte_ Ip't'e·-':C"onve:r:.1Sii:tm 
\]!!i~,ve'c];,;s . ~Ih :a<:iditidh •the prices · o'f the _ l:lrtits tin -~the >ma--
" • SC <}.-" ', ~\, , ••: -.· ... , - , , ,·., ·.c, • -.,C•'• , , , . . .. ·. •' ' , ,,' ·. . .. ,-: . . . ,. _.", ·, '· ,' , ·, ,--• _•• 
f :,f'.fy '.:c:,:f -;:t,he'~e 'pro'_j,ects ':Will _not he he,J..ow 1the .pr':i±ce's ,,df 

.:·g<J:~•..:,:§'i,fnii'ly :p:omes,. 'Whiili'e 32% of the prQ'J~ctJs C'ott'lz:a+icn 
'"u'H:i{ucs ·se1,1'f~g Jo,r ;$-:60, 000. or less , .... 6'1% of 'the 'P'rdj>1ecc.ts __ '«con­
<i1a:1in '•uhft:1s "sell>ing ,for '{)'\fer 0$100 '000. A >hypcfthet\iJc'!a\l }}pA1-r-­
:;;t3Jifa'.(s~ ;rsi:i.!l~t.ia)t:i{oh •ccfnff:rdn~eci '.by 'th~ maij(fr'::i::ty ·elf ?t:en:a:h?ts_ a.m 
ic,~tri!:ff'c:>''ffni''la ("t/1!'d'e'r-J.2y oh ''fi'X'.e8 'incom'e 'hahfficl9'.pp"ecl 'it:Ir ·'oi,s· ;~b:iJJ~:~. ' \1'.o~e;;~;f11ddiri·e ;'.f,ard':Jr;±:e:'s ~ftih_ m:h16;- a~:p:eriderft (:dttiilliili;en) 

---_'w·_'"_ :!'.,r!_,·1•1: ·:_1_ ·,:;~;,_ .. ::1--_·u,·~s·•_-•_:t•'...,_' ·,a· '·•'t''e' ,,,;ai:i..:•,e ,:'f: :r""n·' ·a···n· ·:!c· "',,_.,'_'a' ·1 -'·b--•·•r' .-,;.,e .. n· .,,,o· "f • ___ -""'S"-"s· __ ·u··_-_-m''f:'_'_-n·· ·g· _ '.'·o· .. ~ .... ;.,._....,_ -_''s··'-,h:;,;_.,"_p· -,,, 1;;a,;;: •i'· ··:'_,.;!:.±? ·,. -· -· '"-";L-'' ~' '. ··•,cL:,:.!1 -:~; '-'.L' ... ' ,i;,r;;:,- ,. j ·U' ··u . l "' ·: -•a:.· ,,. ' ' ;.,.)' .) '. :J". ·Wi-lJ\1-.;;;,:~1• ·; '· --~~- • 

'\\~~~~i~~~ij:g~s8b~;:B::;1~·~;:i:z:~,~ua1::.'~efs(e;::,~~~~:;:~1~,;:::~ •_ifcr'S'- --

'''E'J<t1impf]fe : 
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are displaced.~/ 

So as the condominium conversion phenomenon begins to 

slice more deeply into the rental ~arket presently occu­

pied by tenants of moderate- and often fixed-means, the 

only thing surprising about the resistance with which it 

is met is that it surprises anyone. With a national rental 

housing vacancy rate of just under five percent and a 

vacancy rate in metropolitan areas significantly below 

that, it would be nothing short of stunning if tenants did 

anything other than resist the notion of becoming home­

owners when the price of admission to the .American Dream 

is probably a minimum of twice what it is costing them to 

remain as tenants. 

To at least some extent, the following factors drive 

the conversion engine: 

enormous profit potential 

exhaustion of tax shelter benefits 

fear of, or presence of, rent control 

fear of condo conversion limitations 

strong tenants' rights laws 

well-organized tenant unions 

scarcity of land available for 

residential development 

f±../see, "Relocation of the Aged: A Review and Theoretical 
Analysis", Journal of Gerontology, 32 (May, 1977). 
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nigh si11g1e.-fa,mly ho.using H~ic~s 

h,;L&h residential lan~ costs 

low re.ntal and owne.rshiR v<;lc~ncy raJ:~.s, .. 

Thus, £or the colllpa;t.cp:1ts i.n the con.ve:rsion a,r~n<l,<~ 

i~ i:~ t)t f,~all Qf ~~iqg left tv:itho~.~ i1::~~c:it;,q'-''t>l~,. hqµ~J;~g I\P,-9 . 
. ,· ' -,. :-~. 

t'~1!!f:· \~llq:l,;<l;t:df3, ~·t: i.~ f'"•r ,,~ l 1<>~·~ ~PPPrtU,.pJt_y fo,:-, •· ~HP:­

G14·4:~,ttl ~etµm on tz}leit: tnv~s t111ent. The ~tt~~~ ,;;~ ~~~~. 

~. Q~rve~~~t1tzal 1\t?~«:tion. 

~.,t,:iJ\,itti,;C?P. g,n,,r,lly l?~~aks d,~ l;nt(). ~.~l'.l~P,~:-q9n~~~.; 

-~qt#,~ftitqnij, •ncl l;"1i;f;6l.~ion,&; Qn c~v~r~i,op~. ih~'ffi,~l:V~§ .. 

,~~~· ~,;.~,l~. b.Af i"gi.si,,1;4.~~911 111tb1:11:;i~1ng \b.,~ ~9J4P~!ll'.l,~qm, 

fl~ ~f ~.,~f,b~p.. ~ny j~ri~4ic~1«:>~~ · ~lf,V') •l~lJ f1~.~.~~t<i! 

11,.ttYl~@1. t@~:!.tti~i 1'1:ou.~;tt1~ ~00J?~r11:.i~v@1;1. ~~, ~~@, l~P,t 

~'!~n ,fµ1;~J1~:r; 'll:1.d... 91:'Jl,;ed t 1~ecl~\ ~@t;~$9,~Y: ~{ f,;9,g\ l~t= 

Ql)..~f@,it'V;':~ ~, ~qWQ I$ , it~~~~ ·~\l* t,~ ~g-9,p" ~ f9,~ 9,t 

t~@,J~b~i· ~~s i~,ed. le>, ~~~~ ~q,optn;~t::tv:, ~E!~,t~i ,9;9!:~-~ 

,.J.\.,l~ ~<1>., 1!!li;>,~,~§,;.~,t~~Q~,. f~mil$:,1- JQ.~ tnt ~.91; i,f!:fl ,, 

itt§~nt°'"4,f¥ ~t:Jt~ ~~gt,,l~tJ011 f,fY~ ,:~l~ti;v~,i,~ ;;;;~! 1~9;\l,l 

ll,V.Y,@1: !19l~c;:~:t9~1;1i ~~(i '"~~ l~l~ 4'.l?,~.~t. ~,9,~v,r11tqt,\ ti-m;i!"c 
litfl,S '?+ C?t~~r P~Qt::t~t;:f.J)l'l,~ f Q'f t~~fA,JAi~. 

Thl ~'~tW ~IV~'~ i~ ~t~t:~ ,;~n,qt, l~~.t~lttie:n :I;~ J@~r·fr 

~t~t~d by th~_ tmif<?:qn Cond,t)gif~iU\11 A:\~t !. ~l'.i~ij1,;Jci 1"J tl\, 
itti<,ni,-i Q.Qnf~t-~nc~ ~.f C:t1l!.Wli$1Sip,;;~rs O,fl Vn:J.fg,~ §~ttf \,.~i~ 
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in 1977 and approved by the American Bar Association in 

1978. The Uniform Act has protections, including a whole 

range of disclosure requirements, cooling-off periods, and 

warranties. For tenants in conversion projects, it pro­

vides a 90-day eviction notice period. and a 60-day right 

of first refusal to purchase the unit. It also contains 

a provision, remarkable for its opacity, which would have 

the effect of pre-empting local conversion limitations: 

A zoning. subdivision, building code, 
or other real estate use law, ordinance. 
or regulation may not prohibit the condo­
minium form of ownership or impose any 
requirement upon a condominium which it 
would not impose upon a physically iden­
tical development under a differ.ent form 
of ownership. Otherwise, no provision 
of this Act invalidates or modifies any 
provision of any zoning, subdivision, 
building code, or other real estate use 
law, ordinance, or regulation. ~/ 

At this writing, the Uniform Condominium Act has been adopted 

in only three states: Minnesota, West Virginia and Pennsyl­

vania. It is presently under consideration in at least a 

dozen more. and where the tenant lobby has been sufficiently 

perceptive to notice it, Section 1-106 has become a major 

point of contest in those state legislatures. Up to this 
\ 

time, only two states, New Jersey and New York, have enacted 

some sort of conversion limitations, though a number of bills 

~/Uniform Condominium Act §·1-106. 



~50X-

to accomplish that result; are presently under coI1sicferat.:i,on 

in the California legislature. In 1980, Congressman Reuss 

Qbtained passage of a ''sense of Congress" resolution dis .. 

approving lendit}g by federally insured financial institu .. 

tions in condominium conversion situations where the effect 

would be to displace low-income, elderly or han<:1':i.capped 

tenants. 

The New Jersey statute, ad.opted in 1976. doe$ nqt in 

itself bar conversions. It does, however. incorpci.ra.te ,a. 

ti'l!lletable and establish a sequence o.f cc;,n.cliti.ons pr~cedent 

to eviction of s.ny tenant. An owner who intends to <;:Q.nvert 

.is required to give his tenants 60 days' . notice a.nd fu\rnisb 

them with a copy of the conversion plan. Ten.ants St'e gt.ven 

the exclusive right to purchase for a period of 90 cJ.ayEJ.. 

Should a tenant elect not to purchase, the landlol:'d ~y not 
I 

j:nstitute a dispossess action until three years follgwing 

written demand for pO$EH?St1?ion. Within 18 111e>11ths foll9wi:ng 

a demand for possession.~ tenant may request th~ landl{)1.'d 

to furnish a reasonable·opportunity to examine ar,.d :ref!.t 

compal"a.ble housing. If suitable hou$ing is not offe:red by 

the d.~veloper prior to notification of a dispo1uess pl.;'Qceed:i..ng, 

t:he eou;rt is mi.uthoriz:ed to grant up to five one•y~i,: ttayJ 

of eviction. Stays &re automat:ic:lllly renewed for "ddi"' 

tional on~-year perio(:hi in cases where landlord., do n.ct 

offer comparable housing. However, only one stay if "'~tho<!' 

rt~ed if the landlord elects to provide th~ ten$tl~ with 4 
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hardship relocation compensation waiver of payment of five 

months' rent. 

In mid-1977, the New York law relating to col,'lver­

sions. the "Goodman-Dearie Law" expired. Since that time, 

two separate bills ~ere enacted, one of which applies to 

all conversions in New York City and the other to conver­

sions in three counties immediately contiguous to the 

City, on a local option basis. Essentially, the law ap­

plicable to New York City requires that 351 of the tenants 

in occupancy on the date a plan to convert is f~led must 

consent to buy their units. In the event that less than 

351 agree, the conversion can still become effective. but 

tenants who choose to remain cannot be evicted. In addi­

tion, persons over 62 years of age and who have resided 

in the building for two years and whose annual income is 

less. than.$30,000 cannot be evicted . 

. Most of the anti-conversion activity in '1nit.s of 

local government has been concentrated along the two sea 

boards and in Chicago. Some of these local enactments 

defy categorization (and understanding). but generally 

they breakdown as follows: 

1. Moratoria Many localities that are addres-

sing the conversion issue for the first time, and are 

under intense pressure. adopt a moratoriuz.n on all conver­

sions for a specified time running anywhere from 30 days 
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t:6 '.ts ffient:hs. Folio~±Hg tfre expiration of H:~ c'8Rii'ffts18B 

~ontto1 1notaeoritm1; wash:Lng to:n. n. c ~ adopted a sef±eJ; Sf 

shoft .. fertn moratorium. on about the third roufhl Bf 'i:fi~se• 
mefa:t,ftia, the n.c. superior cc,urt: stfu:c1:c aoiwri Bn@ bf' i:R~·s@ 

effler~e'ney ~fiaefr~1·ents on tB.e ground~ tfiat tfi'ef~ w@f~ fHB· ±H­

GtE!!-p·en:de·nt i~gi§iat:tve find1j'igs to support ~~ch &f tH~· su&;.; 

eessfv~ mora.t:dtia. Tfie nfst:tfct has n.0w adopted a p~Hti~fi~Ht 
or·&:tcn:attc~ :f~qttiring" al'riong other things, an &ffer t& seii t8 
tenali'$t's' in the fits·t instance. 

z ~· 1.·~roit:ajzi-Q'ns ~~sed on Vacancy. Rates· ;;;~· Eiitp1ha§iz:fiig• 

ttiie' :il.mpcfttanae c}f tfie -tenta1 vacancy rate as ifin :Hrd~~ 8£ 
iiiidt:ts'iL~g a:va:f1ali:i.l±ty; a nttmber of ju:t±s&iictfons· b'fff tc5rta·fr.:. 

~ •' . ., ,,· · ,.. · · · •· · · 1· ·· · t.. · · · · ·· r'·•ai•'·t'··e"·· e·'x'···c' ··e'·e1'''d,"s''·' a·"·;. k.'';;,ir"'i .. ·.·a'' ... f.•.·n''_\'.· nr<111'l:Ji,'Uffl! <ife>rt:Vers·:tons tiln 'es,s tire vacancy · 1;;c 1. ... 

ii'efffeenita".g:e· ,· us·u~Jl:iy· lbetw'een three and ffve" pe'te~ttt. Iii' 

Jli1a:1]©°2 tl!ts',, dald::fornta: ,· conversions petm:ttte&· 5crse'd1 oW tfie' 
v:;:tiea'rliciy r~fte: er£terfa must also B,e cons id1e'rec¥ 011 ffi!e' lS*~§'i~' 

0'::f a vitean'dy 11'su/ipJJ,us'". 'me vacanc'y' surt;:i!u·s' ±·s' d1~'t!lirtfi•i'.rt~"cf 

By m:u::Utl:iip:Ly,ing tff;;e: d':ff feren.ce bet:ween th·e thte's~o,i&i., 6-i: 

nbi1n,:fimtmr v~'cancy· ±+:ate·, and the actual vacan'c.\>7' ra'te ,, by th.i~ 

nuo:If.5,et ctr. ierf.tta'11- urii\fs' in· the housing. stl6ck. FcS~ e&0inip'J::~', 

fr f±H:ie va;cancy r.li'te is required to be at a f ±ve' percertt 
l!'eve.il. B~:£ore anyt convers±on·s are pe'rmf tted· antl1 if. :i'.s' cur­
iend11y· stfven percent: i and there are 2,060 rtfotaiJ..' ufift.:s·, £ii! 

rlli'.'~ marlket,, 40' unf.f.s could 'be converte'd. 
. . 

t'rt Marin Coti.fity. California. cofiversionif .tre' ltH:H6ft:letf 

oniJy, w:J:htn, thE:r riilinber of rental units exceed~ 25%' cff dHf tdt,a:r 
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housing stock. Once this criterion is met, it must also 

be demonstrated that the rental vacancy rate exceeds five 

percent before any conversions are permitted. 

3., Tenant Approvals -- P~obably the most popular 

conversion limitation device is one that assures that con­

versions are agreeable to at least some percentage of the 

tenants in a building. In Palo Alto. for instance, two­

thirds of existing tenants must consent to a conversion if 

the vacancy rate is three percent or lower. In San Fran­

cisco, 35% must approve the conversion if a building has 50 

or more units. In Washington, D.C., all of the tenants in 

lower- and moderate-income buildings must consent to a con­

version. And in New York City, 35% of the current tenants 

must actually purchase their units if the conversion is to 

be allowed. 

4. Statutory Tenancies and Relocation Protections 

A number of communities have either adopted one or more of 

the foregoing limitations in tandem with provisions protec­

ting dissenting tenants and providing relocation benefits, 

or have limited their protections strictly to the latter. 

The Los Angeles City ordinance. for example, permits conver­

sions only when the vacancy rate in one of the city's plan­

ning areas exceeds five percent, affords tenants over 62 

years of age or disabled a guaranteed period of tenancy, re­

quires that the converter assist non-purchasing tenants in 

finding new accommodations and compels the converter to 
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Only if no such households purchase the unit over a period 

of 12 months, can a developer seek to sell it to another 

party at the market rate. In Marin County, California, a 

certain percentage of units in each conversion must be 

priced specifically for low- or moderate-irtcome households. 

In Marin County this requires a 15% set-aside, and in Palo 

Alto, a 20 - 40% set~aside. 

At the Federal level, the response to the conversion 

phenomenon has been confused and often contradictory. In 

the 1978 and 1979 Amendments to the Housing Act, Congress 

took steps to assure that rental housing projects assisted 

by the Department of Housing and Urban Development §l and 

the Farmers Home Administration would remain available as 

rental housing. For a Farmers Home Administration direct­

financed multifamily housing project, this was accomplished 

by requiring agency approval for the pre-payment of any 

loan. Section 503 of the Housing and Community.Develop­

ment Amendment of 1979, P.L. 96-153. For mm-assisted 

Section 8 new construction projects, the legislation was 

altered to require HUD to enter into contracts of a mini­

mum term of 20 years. 42 U.S.C. I 1437(e)(l). Most HUD 

~/Formerly subsidized projects acquired by HUD follc;,wing 
foreclosure are required to be disposed of in a fashion 
which ensures that they will continue to be occupied by 
low-income people. SE?.ction 203(a) of the Housing and Com­
munity Development Amendments of 1978. 
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example. at this writing. HUD has under consideration the 

extent to which the Government National Mortgage Associa­

tion-Federal National Mortgage Assocation targeted tandem 

programs are available for use in connection with conver­

sion to condominiums of a non-lower-income project whose 

mortgage is insured by HUD. If BUD determines to permit 

the use of targeted tandem for this purpose& the result 

will be that bridge financing. financing for rehabilita­

tion and financing for end purchasers will be available 

at S\\bstantially below market interest rates. The ques­

tion is what restraints and obligations will be extracted 

by HUD from the conve-x:ter in return for this enormously 

advantageous financing. 

At the sam, time Congress is forcing HUD and Farmers 

Home Administration to take steps to assure that the 

present lower-income HUD-assisted stock is maintained as 

rental housing for lower-income people, the federally­

controlled and federally-related secondary mortgage market 

:Ls moving to facilitate condo conversions. Thus~ both the 

Federal National Mortgage Association and t.he Federal Home 

Loan Mortgage Corporation are now buying condo paBer. And 

the Federal Home Loan Bank Board has authorized federally 

chartered savings and loan institutions to finance co~op 

purchasers, a move which can reasonably be expected to set 

in train similar actions by state legislators. 
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at $30,000 will, after passing through the hands of the 

converter, in all likelihood sell for in the range of 

$60,000 to $90,000. The present structure of the Internal 

Revenue Code places significant barriers in the path of 

long-term owners wishing to·sell condominium units directly 

·to tenants. Senator Harrison Williams of this state has 

proposed an amendment to the Code which would key more ad­

vantageous tax treatment of long-term owners to the percen­

tage of units sold to tenants. This amendment, together 

with a further amendme.nt eliminating long-term owners' 

liability for depreciation recapture in cases where they 

sell to tenants would provide substantial incentive for 

direct tenant sales. More, however, is needed, in the form 

of state and local sponsored technical assistance to tenant 

groups wishing to buy and convert their buildings, the re­

structuring of the F.ederal mortgage insurance and subsidy 

programs to make financing available for purchase, increased 

focus by state housing finance agencies on assuring that to 

the extent conversions take place, all tenants have access 

to low-cost financing, based on need and the ability to pay, 

and finally, the assumption of a large measure of responsi­

bility by the real estate industry generally, and owners of 

rental housing specifically, for the development of state 

and local financing programs. 

Until the state ls assured that the balance is shifting 
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Ms. Amy Piro 
Assistant Counsel to the Governor 
State House 
Trenton, New Jersey 08625 

Dear Ms. Piro: 

-61X- 109 Henshaw Avenue 
Springfield, N. J. 07081 

March 30, 1981 

As chairperson of the Barrier-Free Subcode committee of the Uniform Contruction 
Code Advisory Board of the D~partment of Community Affairs, and as a disabled citizen, 
I would like to comment on the growing trend toward condominium conversion and its 
effect on disabled people. 

One of the major concerns of the disabled related to the growth of condominiums 
is the availability of barrier-free housing,whatever its form. In this regard, three 
different cases must be considered. 

Straight conversion from apartment units to condominiums, which involve no struc­
tural changes to the units, does not affect the total number of housing units avail­
able and accessible to the disabled. 

However, if major renovations to the units are to be done before conversion 
(exceeding percentages·prescribed in the barrier-free regulations) it is vital that 
the appropriate regulations be complied with. 

The subject of newly-constructed condominiums has recently been focused on by 
the Barrier-Free Subcode Committee. In our deliberations, we have tentatively recom= 
mended that condominiums with more than 4 dwelling units accessible through a common 
means of access will be subject to the appropriate barrier-free regulations. Com­
pliance with these regulations is also vital. 

In Summary, I believe that insuring equal access by disabled persons to the 
increasing number of condominiums through strong enforcement of the barrier-free 
regulations should be a prime consideration in any comprehensive st.ate program for 
condominium conversion. 

I would like to make one additional comment concerning _another kind of accessi­
bility--financialaccessibility. Because of the prohibitive prices attached to many 
of these new condominiums, the ability of many disabled persons to obtain and/or 
maintain housing in these multiple family dwellings will be severely affected. There­
fore serious discussion and review should be given to providing some protection to 
these individuals. 

I thank you for the opportunity to comment on this important.subject. 

Sl.ncerely, 

Jlna...LJ~ 
Ina White 
Chairperson, Barrier-Free 
Subcode Committee 




