Special Edition                                                                                      The Road To Tenant’s Privatization


***SPECIAL EDITION***
The Road To Tenant’s Privatization

BACKGROUND

In May 2004 the Attorney General Of the State of New York officially authorized the Task Force to engage in a number of undertakings related to tenant’s sponsored privatization of Westview. The attorney general specifically authorized the Task Force to discuss terms with owners, retain professionals (engineers, accountants, lawyers),  explore other issues (ground lease, taxes, financing, etc.) and to solicit additional contributions from tenants. Westview Taskforce filed to became a not for profit corporation to gain the AG ‘No Action’ letter and to position ourselves for the road to a tenant sponsored conversion of Westview.

This letter of authorization provided the Task Force with a solid legal standing to begin discussions related to the most important issue we face: the future of our homes.  

Initially, the owners of Wesview and the Roosevelt Island Operating Corporation (RIOC) who controls the ground lease, refused to cooperate with our Tenant’s Sponsored Privatization initiative. In fact, just a few weeks after the attorney general letter was obtained, we learned that Owner intended to sell the building to The Sheldrake Organization, a private investor. We also learned that RIOC had engaged in secret discussions with Sheldrake regarding terms for extension of the ground lease without any regard for tenant protections.  However, because we vehemently objected to such extension, to date Sheldrake has not been granted any ground lease extension.

Additionally, we discovered that Sheldrake’s plan involved taking Westview out the Mitchell-Lama rent protection program to unregulated market rents (about double current rents) and converting Westview into Upper East style luxury condo or coop. Clearly, RIOC/Sheldrake’s original plan, if materialized, would have caused mass displacement of the majority of Westview tenants. 

In early June it was announced that Sheldrake would take over management of Westview effective July 1. It became obvious that more drastic measures were needed.

We Derailed the Planned July 1 Takeover

On June 16 the Task Force dispatched 23 letters to the Governor, NYS officials and politicians expressing our opposition to such takeover and advocating our own plan as the only solution that would preserve affordable housing in Westview (copy of letter was circulated to tenants). At the same time our attorneys briefed DHCR lawyers about our legal position. WE also met with representatives of Speaker Gifford Miller, and Assemblyman Pete Grannis and convinced them to act on our behalf. Concurrently with the above effort, we mobilized membership and during the weekend of June 19 collected signatures from tenants resulting in about 1,500 letter mailing to every State official and politician involved. Most importantly, we followed the mailing with a face to face meeting on June 21 with DHCR top officials and legal staff. Meeting was attended also by our attorneys and our politicians. DHCR gave us the opportunity to present our case. And they listened.  Sheldrake’s plan to take over Management effective July 1 was  rejected.  This was a significant accomplishment for us that opened the door of opportunity.

Landlord Invites TaskForce To Discuss Privatization

The following day Mr. Lucido personally contacted the Task Force and requested an emergency meeting. This first meeting with Lucido and Sheldrake led to many subsequent discussions regarding terms and conditions relevant to Tenant’s sponsored Privatization of Westview. We were prepared legally with attorneys on board. We were ready with engineers. We were ready with factual building data after years of engagement in rent determination procedures. We were also well positioned financially to get through this initial phase after the successful 2003 fundraising where the great majority of tenants contributed. 

OUR PLAN

Over the past few months we have made significant progress and we feel that if such progress continues our plan will materialize in 2005.

In pursuing privatization in accordance with the Attorney General’s mandate, the Westview Task Force has adopted the following six objectives:

(1)
For tenants who do not purchase apartments in the building, offer rent protection in the form of a program, which for an extended period of time, sets and adjusts rents in accordance with the provisions of the Rent Stabilization Code.

(2)
Offer tenants who wish to become homeowners a decent and affordable opportunity to do so.  

(3)
Create an adequate reserve fund out of the proceeds of apartment sales, in order to cover the cost of all anticipated repairs and improvements in the building. The Task Force has retained Engineers to conduct a comprehensive condition survey of the building and assess scope of needed repairs.  

(4)
Develop a detailed plan to reduce Westview’s operational costs and make the building operate more efficiently. This is necessary to keep carrying charges at a reasonable level and afford continuing rent controls for non-buyers. The Task Force has already retained energy conservation consultants.        

(5)
Negotiate a real estate tax relief package.   

(6) Negotiate an extension of the Ground Lease that would be affordable yet reasonably meets RIOC financial requirements.

FUNDRAISING

We cannot continue to be effective without your continued financial support. There are many initiatives ahead of us that we will need to fund so that we can make informed decisions and take the necessary steps to move the negotiations forward on our terms. Every one of us will need to pitch in and continue to contribute if we are to achieve our goal of protecting all our futures here in Westview. This will be a worthwhile investment. Expenses include such items as engineering report, appraisal, accounting services, tax filings, reserve monies to cover unanticipated costs, and ongoing legal fees. We cannot afford to be caught short. All Taskforce members will continue to work on a volunteer basis and are not compensated in any way.

Additionally, in compliance with the Attorney General’s guidelines, receipts will be issued for any future tenant contributions towards our privatization initiative. We ask that you please continue to give generously to ensure that we have the necessary resources to secure the future of all tenants in Westview.

 

TENANT MEETINGS 

In the near future when we get a better handle on building expenses and how these will impact tenants, the Task Force plans to conduct tenants meetings in small groups, where we can discuss our plan in more detail and solicit tenants interest. 

NEW MANAGEMENT

After the original application to install Sheldrake as manager was rejected by DHCR in June, Mr. Lucido formed a new venture with Sheldrake called “Blackwell Management LLC” and obtained provisional permission to manage Westview effective Nov 1. That second application was approved under a provision that generally allows Landlords the right to manage their own properties. However, DHCR approval is conditional and on a month to month basis ‘until such time as either the sale of the properties is consummated or the contracts of sale are abandoned’. Sheldrake’s bid for ownership has not gone through yet and it is pending. 


In the mean time while Blackwell assumes provisional management responsibility, the Task Force is working with Blackwell Management to assure that as long as they are here, building and apartments conditions are improved and expenses are better controlled.  A new maintenance subcommittee was formed (headed by Dejan Kovacevic) with the specific task of walking the public areas monthly with Management to document problems. Also, it is our intention to see that elevators are refurbished as funding for such upgrade – a total of $752,000- has already been funded by our most recent rent increase.

WVTF – ACTIVITIES AND RECENT ACCOMPLISHMENTS

The 2000 Rent Determination Hearing

The Westview Task Force (WTF) was elected in 2000 to fight escalating rents and deteriorating building conditions. At the time, an application for 33% rent hike was pending before the NYS Division Of Housing and Community Renewal (DHCR).

Tenants, for the first time in building history, retained accountants, engineers, and energy efficiency experts and made a strong appearance at a public hearing before DHCR. We proved that our rent moneys were wasted, contractors grossly overpaid, and that Landlord’s application contained inaccurate and misleading financial information.  As a direct result, DHCR finally authorized only 4.2% annual rent increase over two years. Notwithstanding the positive outcome of our efforts, we realized that we must continue be proactive in connection with knowing building condition and understand its finances.

Activities in 2001/2002

The Task Force established Maintenance committee wich walked the entire public areas of the building monthly and documented various deficiencies. Reports were presented to Housing Management with follow up meetings to discuss remedies. WTF forced Management to once and for all replace broken windows, defective bulbs, broken fixtures, etc.. WTF set a special committee to select a new carpet for the building. We also conducted comprehensive apartment survey to find out the condition of our apartments. Results stunned everyone –please see details.

The 2003 Fund Raising Drive

In anticipation for potential Mitchel Lama buy out and a new rent hike application, the Task Force launched a major fund raising drive in the Winter /03.  Following a building wide meeting, we held floor meetings. The Task Force objectives were clear: Block new rent hike application and put tenants in a position to own their apartments. The great majority of tenants responded generously and enthusiastically. As it turned out, the 03 fund raising campaign could not have been more timely.        

The 2003/04 Rent Determination Hearing  

In November 2003 Landlord applied for a hefty 11% rent hike retroactively claiming increasing expenses. Task Force retained the Law Firm of Himmelstein, McConnell, Gribben, Donoghue & Joseph, a leading Manhattan attorneys representing tenants in rent determination matters. We discovered, once again, that Landlord’s projected expenses were overstated, that opportunities to reduce costs were grossly ignored, that cash reserve were significantly higher, in fact double the required levels, that moneys previously collected from tenants to remedy conditions were not used, that building commercial income was not maximized, and that the proposed rent hike was to fund – among other things – a major elevator upgrade worth $752,000.  Our opposition papers to the proposed rent were served on Dec 31, 2003. A hearing was conducted in January/2004 where the landlord essentially did not dispute the great majority of our findings.  A few months later DHCR rendered its decision – an increase of only about 2% annually over two years (not retroactive) instead of a retroactive 11%.  And the 2% rent hike included the elevator upgrade. Without such upgrade our rents would have been reduced. Our opposition to the 2003/04 proposed rent hike saved on average about $2,000 per apartment during the first year alone.         

 FREQUENTLY ASKED QUESTIONS
Q: Will my rent go up with a Tenant Sponsored Conversion?
A: Our goal is to put in place rent protection in line with rent stabilization guidelines for those who continue to rent under our tenant sponsored conversion plan.

Q: How much will my apartment cost.
A:  Final prices have not been determined yet. There are several issues before us that need to be resolved first. These include completing our engineering survey, appraisal, understanding the impact of real estate taxes, terms of the ground lease and the final negotiation of the per square foot cost of our building.  

Q: Why haven’t I heard more from the Taskforce?
A:  While incorporated, the Westview Taskforce relies solely on volunteer work from its tenant members. For this reason distributing updates throughout the building is not possible as often as we would like. Most of our time is dedicated to outside meetings necessary to move the conversion process forward. Please bear with us and know that the process is moving forward. We will do our best to communicate specifics to you as we go.

Q:  When will I have a chance to ask questions?
A:  When we have a better idea of the specific numbers for our building, we plan to set up meetings with tenants to review these and answer any questions you may have. 

Q: How long will a tenant sponsored conversion take to complete? 

A:  All parties involved are anxious for quick resolution. But as we begin talking to the state and working through the due diligence on our building it will be important to take the time necessary to do a thorough job. We are working quickly but expect that this deal will take some time.  
We hope the information in this letter is helpful to you in understanding our situation. We are very optimistic that our efforts towards a Tenant Sponsored Conversion of Westview will be successful. There is much work to be done. Only with your continued financial support we can achieve a deal that offers rent protection for tenants who continue to rent and the opportunity for tenants to own their apartments at a decent and affordable price. We look forward to bringing you more good news in our next update.

Thank You

Our Attorneys





Wolf Haldenstein Adler Freeman & Hertz LLP





NYC leading law firm representing tenants associations for over 20 years.


Represented Tenant Associations at Ruppert Yorkville Towers, Village View Housing, West Side Manor, Phipps Plaza West, Lakeview House. Also represents Mitchell-Lama Cooperatives owning Coop City, and Gouverneur Gardens.





Lead attorneys working with Westview task Force:


Stuart Saft – Head Real Estate Dept, lectures frequently on Mitchell Lama law.


Michael Fleiss – Chief Litigator











Westview At A Glance





Apt Type	  #		Rooms		Sq. Ft.


Studios	  13  	 	2.5 	   	   615   


1 BR     	  97	 	3.5     		   710


2 BR      	 167 	 	4.5    		1,240


3 BR     	  84       	6.0             	1,380





Westview Financials At A Glance





2002 Claimed Operational Income/Expenses





Total Income ……………….$6,472,410


Management Fees		    209,337


Maintenance     		 1,095,142


Painting	 		      80,484


Security		 	    288,038


Utilities 			 1,001,114


RE Taxes 			    566,531


Insurance 			    143,647


Payroll 		 	    243,408


Replacement 			    686,160


Debt Service 			 1,641,797 


Other Expenses/Arears  	    884,035 


TotaL Expenses ……………..6,839,960











March/2003 Apartment Condition Survey





Condition:	 Percent of  Apartments





Broken Floors/Walls/Ceiling  	40%


Defective Faucets/Piping/Leaks  	32%


Defective Windows/Doors  		32%


Defective air conditioners 		27% 


Defective Kitchen appliances		23%


Contaminated Hot water		21%


Defective kitchen cabinets		19%


Defective/Insufficient Heating	16%


Defective Electrical/Lighting Fixtures 13%


Defective Locks/Knobs		11%


Defective closets			  9%
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