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D
oing a single closing can prove to

be a difficult experience, especially w
ith all of the

last m
inute problem

s that can crop up. N
ow

 take
that single closing and m

ultiply it by 850. T
hat w

as
the problem

 facing N
ew

 Y
ork M

ortgage C
o. here.

A
fter a litigation settlem

ent, the R
uppert-

Y
orkville Tow

ers in M
anhattan w

ere being converted
from

 a subsidized M
itchell-L

am
a rental com

plex
to open-m

arket condom
inium

s. (M
itchell-L

am
a is

a N
ew

 Y
ork state program

 that funded the
construction of m

ultifam
ily buildings in exchange

for the developer follow
ing certain regulations.

A
fter 20 or 35 years, depending on the circum

-
stances, the developer can pay off the m

ortgage and
pull the property out of the program

.)
T

here are 1,247 units in R
uppert-Y

orkville,
w

ith 850 residents electing to purchase their unit.
N

Y
M

C
 w

as the lender for approxim
ately 405

units and assum
ed a lead role in the activities.

Jason M
adfes, an attorney w

ho is N
Y

M
C

’s
vice president and m

anager of settlem
ent services,

oversaw
 the activity. H

e w
orked closely w

ith the
sponsor’s attorney, Jenkins &

 G
ilchrist P

arker
C

hapin and its lead partner L
ee G

rundstein, plus
M

itchell H
ill and M

iles B
oard. A

nother key player
w

as the firm
 of W

olf H
aldenstein, w

hich had
represented the tenants in a law

suit to stop the
conversion; later it handled 250 of the buyers as a
result of the ties created.

T
he closings w

ere in the planning stages since
A

ugust of 2002. T
o handle the large am

ount of
transactions that needed to take place in a short
period of t im

e ,  adequate  space  w
as needed.

T
he parties w

ere able to find 10,000 square
feet of office space that had previously been leased
to a failed dot-com

.
T

hey put in 20 separate closing tables and
scheduled buyers to com

e in for “pre-closings” from
Jan. 27 until F

eb. 14. F
or 12 hours a day, in tw

o-
hour slots, the signings took place.

T
here w

ere four title com
panies involved.

T
he lead underw

riter w
as C

om
m

onw
ealth L

and
T

itle. T
he others w

ere First A
m

erican, Stew
art and

N
ew

 Y
ork L

and Service.
A

m
ong the issues that had to be dealt w

ith
w

as the existing underlying m
ortgage on the

property, M
r. M

adfes said. To allow
 the closings to

take place on schedule on Feb. 20, C
om

m
onw

ealth
had to get $70 m

illion in escrow
 to satisfy that lien.

N
Y

M
C

, w
hich is a m

ortgage banker, w
as able to

w
ire funds to C

om
m

onw
ealth in order to have the

transaction go through. O
therw

ise it w
ould have

tak
en

 
sev

er al 
d

ay
s, 

M
r . 

M
ad

f es 
n

o
ted

.
O

ther issues that caused problem
s for som

e
other lenders w

ere taxes (the building w
ill not enter

the tax roles until after the conversion is com
pleted)

and sponsor-ow
nership issues (there have been few

conversions of this type as it is only recently the
w

indow
 for M

itchell-L
am

a conversions opened).
N

Y
M

C
 w

ill close just under $100 m
illion in

loans w
hen all is said and done. B

esides the original
period, there are approxim

ately 10 borrow
ers w

ho
m

issed the original deadline for insider purchases
w

ho are expected to close early in M
arch.

A
ll four title com

panies had put tem
porary

offices in the closing location, 450 W
. 33rd S

t., to

handle any problem
s, as had N

Y
M

C
. M

r. M
adfes

said his com
pany had a sales m

anager, tw
o loan

officers and a credit officer on site.
It turned out to be a good thing for several

borrow
ers that the com

pany did.
P

roblem
s can occur in norm

al closing
situations, including tim

es w
hen the lender fails to

m
eet a com

m
itm

ent. M
r. M

adfes spoke of tw
o

situations w
here the borrow

ers’ lender of choice,
w

hich w
as not N

Y
M

C
, either backed out entirely

or reduced the am
ount they w

ere w
illing to fund at

the last m
inute.

In both cases, N
Y

M
C

 w
as able to step in and

the loans closed later on the sam
e day they w

ere
scheduled.

A
m

ong the arrangem
ents that w

ere m
ade w

ith
the sponsor w

as reduced closing costs for the buyers.
In addition, since so m

any title policies w
ere being

purchased at once, the buyers w
ere able to get a

bulk rate.
V

irtually every type of loan product w
as used

—
 conform

ing, nonconform
ing, jum

bos. N
Y

M
C

even did an interest-only loan linked to L
ibor, he

said. A
m

ong the m
ore unusual loans that had to be

done w
as one to the condo’s board w

here the
b

u
ild

in
g

’ s 
su

p
er in

ten
d

en
t 

w
o

u
ld

 
r esid

e.
T

here w
ere also investor loans. A

s part of the
settlem

ent that allow
ed the conversion to go through,

existing tenants w
ere able to sell their insider rights

to an outside party. O
ne resident purchased his

apartm
ent and then five others as an investm

ent.

Conversion of 850 NY Apartm
ents to

Condos Requires Lender Creativity
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