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Construction Risk: In both scenarios, CSI absorbs all direct costs in the construction of the CSI condominium, including cost increa ses associate? with below grade subsurface 

conditions and force majeure events. The development partner absorbs additional risks associated with the management of the development process, while the equity partner . 
would not absorb this risk. 

Mi1(;ket Risi!.': In the development partner scenario the partner absorbs all market risks, but saddles CS\ with a permanent mortgage of $8,000,000, In this scenario the 

development partner must sell the units in excess of $3,000 per net sellable square foot before CSI participates in the waterfall to decrease the permanent mortgage . In the 

equity partner scenario CSI absorbs all market risk, but the threshold for CSI achieving a break-even ($2,350 per net sell able square foot ) is substantially lower . In this scenario 

CSI would have to sell out the units for less than $1900 per net sellable square foot to achieve an economic result of an $8,000,000 permanent mortgage . 

P.artn'enh(p,Rfski If there are disputes withir:i the partnership , the exit from the equity partner is clean and simple - the equity partner simply gets paid back, In the 
ITV - .1. 

development partner scenario it will be extremely difficult and expensive to extract ourselves from the partnership until all condominium units are sold. 

REWARD 
lnGOme': In the development partner scenario we will likely be carrying an $8,000,000 permanent mortgage, which means that the revenue associated with the school lease, 

ballroom, etc will be consumed in paying down the mortgage ., In the equity partner scenario we envision a break even, which means that the net operating proceeds 

generated by the new facility will provide a source of income to the synagogue . • 

fadliw Jmru:ov mepl!: In both scenarios, CSI obtains the same new facility . 
(i:ontroJ and-0pt ionatity: lri the development partner scenario CSI is locked into condo sales from day one. Selling condominiums to third parties limits CSl's future generations 

in redeveloping the property . The only way to exit this scenario would be to negotiate a very expensive buy-out of all condominium units . In the equity partner scenario CSI can 

explore selling off condominium units, raising funds to keep apartments for parsonage use, or undertaking a substantial fundraising campaign to pay back the construction loan 

and provide CSI with a rental building as a long term annuity . 
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Michael Lustig

David J. Nathan

Avery E. Neumark
Peter Neustadter

L. Giles Sion
Louis M. Solomon
Oliver Stanton
Ralph J. Sutton
Mark Tsesarsky
Isaac Corre

Trustee,
Vice-President 171 West 17th St., #64, New York, NY 10023

Trustee
Honorary Pres. 215 V/est 92nd St., #73G,New York, NY 10025

Trustee
Trustee
Honorary Pres
Trustee
Trustee, Pres.
Trustee
Trustee, Treas
Trustee, Clerk
Trustee, Clerk

15 West 72"d St.,New York, NY 10023

180 West End Avenue, New York, NY 10023

501 East 79th St., #2}A,New York, NY 10075

25 CentralPark West, #30J, New York, NY 10023

1016 Fifth Avenuo, #34, New York, NY 10028

10 West 66th St., #16J, New York, NY 10023

115 Central Park West, #2C, New York, NY 10023

163 East 80th St., New York, NY 10175

3. CSI is the oldest Jewish congregation in the country, having been established in 1654by
Spanish and Portuguese settlers. CSI exists to provide worship and related religious services to

its members, as well as services to the neighboring community. In addition to regular worship

services, CSI has adult and youth outreach programs, educational classes about Jewish law, and

community activities of various sorts. It is a charitable corporation for putposes of Section 201

of the New York Not-for-Profit Corporation Law.

4. CSI proposes to issue a mortgage (the "Mortgage") on its unimproved real property

located at 8 
'West 

70th Street, New York, NY 10023 in order to secure a bridge loan to it of
$10,000,000 (the "Loan"). The block number of the property is 1122 and the lot number is 37

(the "Property''). The deed, which contains the legal description of the Property, is attached

hereto as Exhibit B. The appraised fairmarket value of the Property as of July l'7,2015,is
Thirty-Six Million Dollars ($36,000,000). The appraisal substantiating this value is attached as

Exhibit C. While CSI may not be disposing of substantially all of its assets, it is required by
Section 12 of the Religious Corporations Law to submit this petition under Section 511 of the

Not-for-Profit Corporation Law in order to mortgage the Property.

In addition to the Property, CSI owns the adjoining lot 36, on which is located CSI's
primary synagogue building. The value of this improved land is not included in the $36 million
appraised value of the vacant lot37. CSI also owns the personal property located inside its

synagogue, which is of a nature expected of a house of worship, including religious books and

paraphernalia, classroom materials, and office furniture

The amount of CSI's debts and liabilities is approximalely 51,228,664, consisting of i) a
loan from Apple bank in the amount of $28,664 that is secured by a personal guarantee of one of
CSIS's Trustees; and ii) a $1.1 million loan arrived at through an arm's-length negotiation with
'WFI Investments, LLC, which loan is guaranteed by four of CSI's Trustees. Other than the

guarantees, no familial or business relationship exists between any member of CSI and anyone

related to WFI Investments, LLC. See CSI's Financial Statements for its fiscal year ending

April, 2014 (lastone available) at Exhibit D. The latter loan was taken out to demolish a building
on the Property and begin land preparation prior to commencement of construction of the

Building. As background, in early August of 2015 CSI incurred substantial costs in connection

2
{0035041 8-3}

2 of 7

Opp. Ex. 43, p.2 of 7. 
Excerpts  of Other Exhibits

alannew2015
Highlight

alannew2015
Highlight

alannew2015
Text Box
From Petition, Hiller Ex. 8,   Page 2 of 7



)
six floors of space for CSI's use to benefit the congregation and community. It will also provide

five floors that are likely to be developed as four luxuryresidential condominiums that will be

sold or leased to provide funds for CSI to use for the benefit of its congregation and surrounding

community. It is possible that CSI will decide to keep the condos for rental or for use by the

synagogue.

A 12% interest rate is a fair and reasonable one, for a number of reasons. First, the Loan

is a bridge loan designed to enable CSI to begin construction of the Building before all of its
plans are in place and before any cash flow is produced by the real property. Second, and in
particular, the Lender is not requiring CSI to put cash equity into the Building. In earlier

discussions with developers and construction lenders, one requirement was that CSI put

considerable equity into the Building as a prerequisite to the loan transaction. Additionally, the

bridge loan is all coming from one source rather than having a primary lender plus mezzanine

loans at higher rates. It is important that the Lender is providing funds at a point in time before

the entire building project has been frnalized, as no institutional lender will provide the entire

construction financing because the budget and architectural plans are not final and CSI has not
yet made a decision on how to proceed with the residential apartments. Lender is a private

money mortgage lender rather than an institution. An online survey of bridge loan rates

available from private lenders turned up interest rates as high as I4%o, depending on the specific

circumstances. CSI received an alternate bid from Emerald Creek Capital at a 10o/o interest rate,

but the loan was for only $8 million and for a term of 12 months, which was not long enough for
the circumstances. The origination fee of lo/o and the loan prepa¡rment fee of 0.5o/o Lender is

charging are lower than the 2Yo to 6Yo and 2o/o rates typically charged. Lender is not requiring

any personal guarantees of the Loan, and will look only to the Property to secure the Mortgage.

If at the end of the 24-monthloan period, no construction loan has been secured, CSI

believes that Lender would work with it to refinance the Loan. The Loan documents already

contain a right by Lender to refinance the Loan, as noted above. If this failed, CSI would seek an

alternate, larger loan, secured by the enhanced value of the Property from the foundation and

superstructure. CSI could fund-raise from among its members to repay the Loan, and in fact has

already gathered pledges of $3.25 million from its trustees. If all else failed, the Property could

be sold to repay the Loan, with considerable proceeds to be expected above the amount of the

Loan, given the much higher appraised value of the Property.

7. The Mortgage rüiias approved and adecision made to recommend it to the Electors by vote

of the Trustees of CSI in accordance with law at a meeting duly called and held on August 4,

2015, as ratified on October 14,2015. The full complement of nine Trustees was present, and

the vote was eight in favor and one against. The Mortgago was then consented to by the Electors

of CSI. Electors are members who have voting rights concerning major decisions, such as

electing Trustees and in certain cases determining the long-term future of CSI. Regular members

who are not Electors have no such voting rights. CSI has approximately 450 total members, of
whom Electors comprise approximately 200. The resolutions approved by the Electors at a

meeting, duly called and held, on August 19,2015, are presented in Exhibit H. The vote of the

electors was nearly unanimous, with two abstentions and the rest of the roughly 98 Electors

present in person or by proxy voting in favor of the issuance of the mortgage. Pursuant to CSI's

by-laws, the quorum for a meeting of Electors is 201' inthis vote, 100 Electors \ryere present in

4
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{00350418-3}

5

person or by proxy. At the meeting, although no term sheet outlining the proposed loan at that
time was provided to the Electors, the terms were presented and discussed orally, including the
duration and amount of, and interest rate on, the Loan. The term sheet then under discussion was
with a different affiliate of the Hakim Organization, and the salient terms of the Loan are nearly
identical to what was included on and discussed from that term sheet.

8. CSI first considered razing one building and erecting a new one many years ago. The
financial statements for 2014 in Exhibit D include a note 10 on page 16 that states that CSI then
had a plan to build a 9-story building for its use and the sale of residential units. It further
indicated that CSI at that time planned to enter into an agreement with a real estate developer to
construct the building, which plan has since been abandoned (see next paragraph). Through
2015, CSI has spent roughly $3,220,000 from its operating funds toward the new building
project, mainly to cover entitlement to landmark status and feasibility and other predevelopment
costs. The financial statements also show an operating deficit at April 30, 2014; the new
building project costs account for roughly 98% of the deficit. The deficit grew in 2015 and the
new building project still accounts for nearly all of the deficit. The project budget attached as
Exhibit G reflects this $3,320,000 of sunk costs at the bottom of the “prior costs” column. That
column also reflects the $1.1 million loan from WFI Investments. By spring of 2015, the
development deal then under consideration was projected to leave CSI with a net cost of the
building estimated at $8 to $10 million, plus the $3,220,000.

During the spring and summer of 2015, the Electors and other members of CSI through
discussion decided to keep the timing and destiny of the Building under CSI’s control, i.e., the
design and construction of the Building, and the ability to decide whether to sell space, rent
space, or keep the use of space for its own needs, including for parsonage, and the timing of any
sale of condo units. Attached at Exhibit I is a written risk/reward analysis distributed to the CSI
Board of Trustees in early August, 2015. During the meeting of Electors, estimates of costs
under the two scenarios were suggested in broad numbers. Although developing the Property
itself poses risk to CSI, the economic outcome was estimated to be far better than would result
from an outside development deal, such that rather than being out-of-pocket by $11 to $14
million, CSI might net as much as $10,000,000, i.e., roughly a $20 million difference. This
potential benefit largely drove the decision among the Electors to have CSI construct the
Building.

The Electors and other members feel that CSI has among its congregation persons with
expertise that will be helpful in planning and overseeing its own development of the Property.
CSI may form a committee of such persons to play a role in monitoring the project. In addition,
CSI’s seasoned team leading the project is comprised of Seth Haberman and Ari Sherizen who
are members of CSI; Seth is an Elector as well. Seth has many years of real estate experience
participating in the management of his family’s real estate business. Ari is trained as an architect
and has been managing real estate development projects for local real estate development firms,
such as the Moinian Group, Time Equities, Inc., and AFC Development, and for his own
account, Edge Property Group, for the past decade.

Once the foundation and some superstructure have been constructed, CSI will seek
construction lending. A budget for CSI’s development of the Property is attached as Exhibit G.
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THE CONGREGATION SHEARITH ISRAEL 
STATEMENTS OF ASSETS, LIABILITIES AND NET ASSETS - CASH BASIS 

APRIL 30, 2014 AND 2013 

2014 

ASSETS 

Cash $ 175,311 

Investments in marketable securities, 
at fair value 2,069,433 

Due from broker 38,519 

Co-operative apartment 73,315 

Land- 10 West 70th Street 70,369 

Other 30,615 

TOTAL ASSETS $ 2,457,562 

LIABILIT IES AND NET ASSETS 

LIABILITIES: 

Advances $ 

Loan payable 121,180 

TOT AL LIABILITIES 121,180 

NET ASSETS: 

Unrestricted : 
Operating (920,828) 

Board designated 871,146 

Cemetery maintenance 196,192 

Total unrestricted 146,510 

Temporarily restricted 486,239 

Permanently restricted: 
Endowment and designated 928,625 

Perpetual care 775,008 

Total permanently restricted 1,703,633 

TOT AL NET ASSETS 2,336,382 

TOT AL LIABILITIES AND NET ASSETS $ 2,457,562 

2013 

$ 1,496,158 

2,357,293 
232,271 

73,315 
70,369 

506 

$ 4,229,912 

$ 52,307 
181,973 

234,280 

818,032 
773,814 
154,478 

1,746,324 

545,675 

928,625 
775,008 

1,703,633 

3,995,632 

$ 4,229,912 

See Accompanying Independent Accountants' Review Report and Notes to Financial Statements. 
-2-
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Deru:il campaign cootribulk>ns 
CullCll&e campaip contriboliom 
Net assets rdeucd &om rmtriaion., 

TotalR'tt:m1a 

TB£ CONGRl:CA TION S!IEARJJ'H IS RAEL 
STAnMBNT Of REVENUE.'!, EXPENSl:S ANDCII.ANGESIN NET ASSETS ·CASH BA.slS 

OPERATING 
FUND 

16),124 
SJ,JOO 
35,646 
71,169 

39,013 
491,481 
SJ,047 
21,JOS 
J,032 

J6,0St 
10,m 

(26,738) 
208,496 

63,273 
222,800 
221,7SS 
313,250 

2.S911.,J77 

FOR TK£ Vl!ARl:t.'DEDAPRIL J0,201' 

T&MPORARIL Y 
UNllllSTRICTllD RESTRICTED 

Till: 
BOARD PALONO:S C&MBTERY PURPOSE 

DESIGNATED TAU,{lfl) MAINTLNANCE TOTAL DESJCNA l 'ED 

FUND TORAH FUND FUND 

SCDOOL 

s $ s 163,124 
SJ,300 
JS,646 
17,169 

s,sso 44,S63 
491,481 

SJ,047 
16,800 44,105 

9,S04 J,m 16,328 6,101 

IJ,40S '7,4S6 
34,7)7 1.1,122 M,032 24,49S 

41,686 14,948 

208,496 
26,156 26,156 

63,213 
222,800 
221,7SS 
JIJ,2SO 

3,80 1 3~)1 90,632 (9!1,6322 
10),Jll 118,SJ? '1,714 s 2,8S9,S6I !S9,436) 

Soc AccompllD)'iDg lodcpcEdcnl Aceou.olaGU:' ReYiew Report aod Notes IO Financial StatcmCllll. 
(C.,.iaual) 

.3. 

PERMANENJ'L Y ~CT£ D 

ENDOWMENT 
AND PERPETUAL 

DESIGNATtD CAREFUND TOTAL 
FUND 

TOTAL 

16),124 

SJ.JOO 
JS,646 
71,169 

44,s63 
497,481 
S3,047 
44,IOS 
2),029 

47,456 

90,S27 

14,948 
208,496 
26,IS6 
63,273 

222,800 
221,1SS 
3Jl,2SO 

2,800,125 
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ECONOMIC ANALYSIS 

10 WEST 7DTII STREET 

NEWYORK,NY 

JULY 8,2008 

PAGES 

SCHEDULE A: ANALYSIS SUMMARY 
- ----=====•====--=--

BUILDING AREA {SQ.FT.) 

BUil T RESIDENTIAL AREA 
SEU.ABLE AREA 

CAPITAL INVESTMENT SUMMARY 

ACQUISITION COST 
HOLDING & PREP. COSTS 
BASE CONSTRUCTION COSTS 
SOFT CONSTRUCTION COSTS 

-==-- ---= ---====�== 

REVISED 
AS OF RIGHT 

CF/RESIDENTIAL 
DEVELOPMENT 

7,594 
5,316 

$12,347,000 
$0 

$3,722,000 
$3,sn,ooo 

$20,046,000 

REVISED 
PROPOSED 
DEVELOPMENT 

22,352 
15,243 

$12,347,000 
$0 

$7,398,000 
.$6,322,DDO 

$26,067 ,ODO 
-==----====::-..-----===-------======,--==-====== -===- = 

PROJECT VALUE 

SALE OF UNITS 
(less) SALES COMMISSIONS 

EST, NET PROJECT VALUE 

PROJECT INVESTMENT 

ACQUISITION COST 
HOLDING & PREP. COSTS 
BASE CONSTRUCTION COSTS 
SOFT CONSTRUCTION COSTS 
CARRYING COSTS DURING SALES PERIOD 

EST. TOTAL INVESTMENT 

6% 
$12,702,000 

($762,000) 

$11,940,000 

$12,347,000 
$0 

$3,722,000 
$3,977,000 

$419,000 

$20,465,000 

$36,394,000 
{$2, 184,000) 

$34,210,000 

$12,347,000 
$0 

$7,398,000 
$6,322,000 

$664,000 

$26,731,000 

--===============-====- :::,-=========== 

RETURN ON INVESTMENT 

ESTIMATED PROJECT VALUE 
(less)EST.TOTAL INVESTMENT 
(less) EST.TRANSACTION TAXES 

EST.PROFIT (loss) 

DEVELOPMENT/SALES PERIOD (MONTHS) 

ANNUALIZED PROFIT (loss) 

RETURN ON TOTAL INVESTMENT 

ANNUALIZED RETURN ON TOTAL INVESTMENT 

NOTE : ALL$ FIGURES ROUNDED TO NEAREST THOUSAND 

Filed by CSI With BSA July 8, 2008 Page 8 of 12 
I I. ITT 

$11,940,000 
($20,465,000) 

($232,000) 

($8,757,000} 

23 

($4,569,000) 

0.00% 

0.00% 

$34,210,000 
($26,731,000) 

{$664,000) 

$6,815,000 

28 

$2,921.000 

25.49% 

10.93% 

rr 
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