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BY DAVID JONES

As default rates surge 
in New York’s in-
creasingly volatile 

real estate market, a new 
generation of troubled as-
sets is being overseen by the 
courts. 

Since late 2008, New 
York area judges have 
placed several high-profile 
condo and rental complexes 
into receivership, appoint-
ing trustees to maintain the 
quality of the asset and make 
sure rental income, taxes 
and common charges are 
not being diverted.

Some of the most notable 
receivership cases in the city 
are at the site of last year’s 
crane’s collapse on East 51st 
Street in Turtle Bay, the em-
battled Riverton complex 
in Harlem and at Rector 
Square in Battery Park City, 
whose financial troubles have been chron-
icled on The Real Deal’s Web site and else-
where. Other, lesser-known buildings have 
seen receivers appointed in recent months, 

like 174 West 137th 
Street, a small rental 
building that defaulted 
on a $2.4 million mort-
gage loan from JPMor-
gan Chase, and 215 East 
3rd Street, a building 
that defaulted on a $1.7 
million loan from Wash-
ington Mutual.

“Our interest in re-
ceivership is mainly we 
think of it as a pro bono 
case,” said Michael 
Green, president of 
Murray Hill Properties 
and the receiver at 174 
West 137th. “We could 
get a call tomorrow and 
they say ‘we’ve settled.’”

Attorney Chris Sul-
livan, whose firm repre-
sents Anglo Irish Bank, 
among other clients, said 
the situation differs today 
from the last recession. 

 “What we’re seeing today that we did 
not see in the last economic downturn is 
unfinished construction projects in which 
there is some rental income at the property, 

but there remains substantial construction 
work to be completed,” he said. “The prop-
erty is facing threats to health and welfare, 
or just to the viability of the property itself, 
absent the intervention of the court.”

Indeed, Anglo Irish is involved in one of 
the most high-profile receivership cases in 
New York — the foreclosure of the 304-unit 
Rector Square. 

In February, the bank filed suit to fore-
close on developer Yair Levy, who defaulted 
on $165 million in loans. Levy defaulted af-
ter converting the rental building to a con-
dominium, leaving the building with a toxic 
mix of condo owners, rent-stabilized tenants, 
affordable housing recipients and hundreds 
of unsold units (see story on page 32).

Veteran trust attorney Michael Miller 
was named by the court as receiver on the 
property, which grants him the authority not 
only to collect rents and common charges for 
the building, but to complete construction 
on Rector Square’s common areas, which 
have been neglected since workers walked 
off the job in December.

Late last month, legal sources said Mill-
er was about to name the Related Compa-
nies, which had originally developed the 
property, as the new managing agent of the 
building. Sources say that several investors 

have approached Miller about buying Rec-
tor Square’s unsold inventory and resell-
ing the units. Miller said, however, that no 
units would be sold until the building was 
more habitable. 

Like most receivers, Miller was required 
to post a surety bond to protect the prop-
erty from employee theft or fraud. Due to 
the complexity of the case, the bond was 
$680,000, a figure considered high for such 
cases, and he had a difficult time finding a 
firm to take the risk. 

Miller’s compensation was set by the 
court, which is generally maxed out at 5 per-
cent of the revenue the receiver generates 
from collected rent. He says he logged 134.5 
hours through March 20, which would have 
generated $75,000 in fees through his reg-
ular practice. Under the receivership pay-
ment schedule, his income is $15,000. Still 
he believes the job is worthwhile.

“In terms of economics for my law prac-
tices, it’s not a lot of money,” said Miller. “I 
like doing civic work. This is not exactly that, 
this is sort of a meshing of the two. I have to 
devote enough time to the rest of my prac-
tice so it doesn’t go down the drain.” 

New standards
Since the last downturn in the 1990s, sig-
nificant changes have been made to the way 
guardians and receivers are selected. Scan-
dals involving political patronage appoint-
ments and theft during the 1990s led the 

As more properties default, court-appointed guardians take over buildings
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BY CATHERINE CURAN

Like most New York landlords, George 
Constantin is paying very close at-
tention these days to unemployment 

statistics. 
 Constantin recently negotiated renewals 
on 46,500 square feet of commercial space 
his company, Heritage Realty Services, con-
trols in White Plains, so an up-to-the-min-
ute awareness of the worsening local unem-
ployment picture is prompting him to offer 
sweeter deals than normal.
 The close correlation between rising un-
employment and spiking commercial va-
cancy rates is particularly acute in the New 
York metro area, where the market is heavily 
supported by office tenants. 
 “There is a direct relationship with job 
losses: [Downsizing] companies don’t take 
space,” said Constantin, adding that the eco-
nomic crisis means “we try to front-load with 
better terms for tenants, more free rent and, 
depending on the credit-worthiness of the 
tenant, we try to lessen their cash outlays” 
(see related story on page 20).
 Constantin, who also owns commercial 
properties in Manhattan, is president of 
Heritage, a boutique real estate ownership 
and development firm with $400 million in 
assets. He said he has been offering breaks 
on rent for the first three years of a lease; in 

Landlords keep tabs on job losses
Spiking commercial vacancy rate closely follows rising unemployment in New York City

recent deals at Gannett Office Park in White 
Plains, for example, he offered tenants rents 
one-third lower than they would have been 
in a good economy. 
 With landlords like Constantin reacting 
to job trends, tenant brokers report finding 
substantial new leverage on rent and terms 
in the last couple of months. In some cases, 
taking rents in Manhattan are coming in at 
40 percent below the asking price. 
 On the investment sales side, rising un-
employment is a key factor in determining 
net absorption rates, a starting point for 
many valuation calculations. Most notable 
about the increase in unemployment’s pres-
ent effect on investment sales, though, is that 
it’s part of an overall confluence of negative 
economic fundamentals and frozen credit 
markets, said Woody Heller, executive man-
aging director and group head of the capital 
transactions group at Studley. 
 “In terms of value when you are looking 
at the capital markets and underlying fun-
damentals, employment is the key factor, but 
right now we are facing a double curse … of 
negatives that reinforce one another, and 
that’s a bad thing,” said Heller.
 Two big questions uniting all these players 
are: When will the economy hit bottom and 
when will it begin to recover? Here, too, em-
ployment statistics play a critical role in fore-

casting. Constantin said he uses this data to 
gauge and estimate that point, which he said 
usually occurred in prior recessions when 80 
percent of expected job losses had occurred.
 Anyone tracking this data has a grow-
ing array of stark unemployment statistics 
to monitor. New York City’s unemployment 
rate hit 7 percent in January, and a recent 
UBS forecast said it could climb to an eye-
popping 10.5 percent, an unwelcome flash-

back to levels seen during the city’s desperate 
times in the 1970s under Mayor Abraham 
Beame. The reeling financial sector is set to 
shed 77,000 workers through 2011, accord-
ing to a March report from the Independent 
Budget Office. Those losses will lead to fur-
ther layoffs, as one to three service positions 
is tied to each securities job. 
 Marisa Manley, president of Commercial 

Two high-profile receivership cases: 303 
East 51st Street, the site of a 2008 crane 
collapse, top, and Riverton Square.
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