PATYERSON

In 2004, the future
of affordable housing
in the Silk City was... @

Photos by LESLIE BARBAROHarald Hews

With the Manhattan shyline as a backdrop, downtown Paterson offers its own myriad architectural splendor, But because of a lack of affordable hous-
Ing, the city Is struggling to undergo a rebirth, Critlcs say the city's selling of preclous reaf estate to make up deficits has hurt its chance to grow.

Torres’ lien deals leave
Paterson in dire straits

By TOM MEAGHER "% - Torres made a deal with an un-
Herald News 1 likely savior, Investor Glent Fish-

o man.
PATERSON - Two years ago, Pa- Sl Torres sold Fishman Paterson's
terson faced fiscal ruin. | one remalning vital resource for
Mayor qse"]ocly" ‘Torres need- the construction of d%pemlel{
ed to find a windfall to make up needed affordable housing — land.

for a $9 millien deficit in the mu-
}ﬂcépal bridget, and he needed It

a3 :

He and his adyisers assembled
a battery of fundraising options.
Torres selzed on the mast ex;')(edi-

ent: {o setl in one fidy package | .

hundreds of liens against “unde-
simble” properties whose owners
had failed to pay taxcs,

But by selling off the clty’s

By dolng so, he handed the refns

1 of the city's rebirth to Hshman, a

developer with Little track record
of success. Then, when the cily’s
coffers once more threatened to
impl[:c!e in 2003, Torres did it
again,

This time, Fishman, a bustness-

g manwho has long invested In un-
{ dervalued land in New Jersey's de-

pressed and downtrodden cities

delinqueiit tax liens — many of Glen Fishman, managing director for Dornoch Holdings LLC, agreed 16 purchase a deelict arid
which had lan%uished foryearsaf- has long Invested In undervalued properties In a number of
ter failing to sell at publicauctions the state's struggling citles, Paterson included, Please see SOLDY, A6
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AMY NEWMAN/Herald News

More than a year after a groundbreaking ceremony, excavation recently began on an abandoned Ellison Street plot which
Glen Fishman's Dornoch Ellison firm purchased from the clty for $2,7 million. In the sale, the clty agreed to pay $25,000
In monthly rent for half of the building when it is completed, and then sublet It to Cablevision for a public access TV studio,

SOLD!: Torres has run out of quick fixes

Continued from At

abandoned downtown propeity,
givin% the clty millions o help It
remain solvent for another 12
months,

To_dag the cost of running the
state’s t frd-largest city contitues
to outpace the value of its prope-
ty taxes, but Torres has run out of
(ick fixes:

M The lien sales cost the city
millions of dollars in po_t_ehiial rey-
enue and emptied its supply of
neglected propetties, an analysis of
city and county land records by
the Herald News has found,

B Nonprofit community devel-
opmen{ organizations now must
pay full market value for land they
once could buy for a pittance —
cheap land they need in order to
build affordable housing In the
city,

M The downtown lot sold to
Fishman in 2003 to balance the
budget still sits empty, a few bull-
dozers just beginning to dig.

And now Torres has run out of
Eroperty, money and options to
ceep the city afloat. Paterson no
loriger has any chips with which to
barfer its way back fo financial
health and this year, turned to the

state for a moré than $30 million
bailout, In furn, the state has taken
greater control of DPaterson's
spending,

A potential solution

In the early months of 2004, the
city was in the process of foreclos-
ing on scores of properties all but
abatidoned by owners. The Wayrie
law fitt of Rubin & Connelly ]{gd
spent neardy a year working to
puish the liens through legal hur-
dtes required for the city to fore-
close, and thus own the properties
outright. But as the mayor saw it,
any revenue from the foreclostires
~ no matter how soon they ha‘l(J-
pened — would be too late to make
a difference in the city’s sinking
bottom line.

“You're not guaranteeing what

e of money you're getting (with

oreclosures),” Torres said in'a re-
cent interview, “We needed an In-
fusion of cash.”

So, in May 2004, the mayor
placed liens a%finst 161 lots up for
sale to the highest bidder.

In the following weeks, the
city’s financial consultants from
Livingston-based Goldnian, Beale
Associates warned against the

hasty approach of the mayor’s pro-
posed sale,

“The City could {over time)
foreclose on the properties and in
turn sell them via a public auction,
For certain of the properties, that
may well get a better result ...”
wrote consultant Neil Grossman
in a memo to Marge Chetone,
who was then the city’s finance di-
rector. “The private lien holder ap-
peats to be obtaining seine of
those progerties at well below ‘full
value”

Ultimately, the consultants ap-
proved the deal because of the fast
cash it would brinf.

The highest bidder and the city’s
financial lifesaver was Lakewood
developér Glen Fishman. Backed
by the capital of the New York-
based investment firm M.D. Sass,
Fishman bought liens against 143
properties, many of them in the
city’s poorest neighborhoods on
the Notthside and in the 4th
Ward, for $2.4 million.

With ownership of the liens,
Fishman and M.D. Sass could el-
ther collect taxes owed the city,
along with interest, or foreclose on
the properties and own them fora
fraction of the land’s falr market

value,

Fishman did not refurn repeat-
ed {elephone calls, beginning on
Sept. 22, seeking comment on this
story. He would not respond to a
list of 24 questions e-mailed to his
spokeswoman at her request. In-
stead, she issucd a statement on
his behalf summarizing his com-
panies’ $17 miltion investment in
Paterson and their intent fo create
viable residential and mixed-use
neighberhoods.

“We continue to believe that
Paterson is an undervalued asset...
a City on the move, progressing in
the right direction,” the statement
read.

Taxes and interest owed on the
lots in the sale were worth $8.4
milfion to the city. The true market
value of the properties was $13.3
million, more than five times what
M.D. Sass and Fishman paid. For
example, Fishman was able to pick
up the lien against the lot owned
by Perry Johnson at 169 N. Main
St, By 2004, $40,618.02 in taxes
and interest had gone uncollected
on the property. Fishman bought
the lien against the garbage-strewn

Please see S0LD], A7
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SOLD!: Non-profit builders must go to Fishman to get land

Continued from A6

vacant fot for $15,500, The land's
true value was ncarly $134,000.
But with the one-shot sale com-
plete, Torres balanced the cigr‘s
udget for another year. Under
tenmis of the agreement, the city re-
quired M.D. Sass to ensure that ait
taxes bé paid on ihe land, foreckose
o the propenties within two years,
and then ¢ither develop or sell the
lots withii a yedr after that. HM.D,
Sass failed to do so, the clty had
the option to take back the fand.

Oceanfront experlence

Paterson is not the first troubled
New Jersey city lo whom Fishman
appeared as a redeemer,

Asbuty Park, afler decades of
folled and inépt atiémpls af resiir-
rectingits dccrepilwaterﬁonl, as
In 2001 in asimilar situation as Pa-
terson. A group led by Fishman's
brother, Lary, and using moncy
from Fishnan and M.D. Sass,
swept Into the shore town, bought
a bulk sate of liens, foreclosed on
properly and faunched an ambi-
tious redevelopment prggram.

The company formed by the
Fishmans and M.D. Sass, known
a8 Asbiiry Pariners LLC, has acted
as the master developer for the 56-
acre Oceanfront Asbury area
along the resort towr's shoreline.
t brought in three sub-developers
{0 build condominiuni and town-
house projects,

But since then, Ashury Park
landowners and city officlals have
feuded bliterdy with Asbury Pail-
ners, accusing Fishman and his
brother of monepolizing develop-
ment. .

‘While the subcontractors slow-
ksand steadily began constructlon,

bury Park City Coiincil mem-
bers have blamed the Fishman
brothers for unnecessary delays
and inadequate financing. After
{he council set an ultimatum last

winter, the Fishmans vowed to hood

contplete renovations of the wa-
terfront’s historlc Boardwalk and
buildings by 2010,

The aftermath

in his rush to salvage Paterson
from iis long stide info chaos,
Tomes handed over thekeysto the
cily’s future — its abiity to control
development and benefit from the
newfound popularily of reinvigo-
rating ignored nelghborhoods —lo
a developer with a resume based
primarily on lnvesimént and short
on completed large-seale develop-
ment. ’

Since the deal between the city
and M., Sass was completed in
August 2004, M.D), Sass ﬁas fore-
closed on more than hatf of the
properties whose liéns it bought.
Nearly all of them were transferred
to the ownership of one of Glen
Fishman's companies, calted Pa-
terson Opportunities LLC.

In recent months, Paterson O
portunities, one of dozetis of lismt-
ed iiabititﬁ companies (hal Fish-
inan and his assoclates have char-
teved 4o purchase land or liens, has
flipped a number of properties it

miered from the lien sale, sclli%
them for prices as much as
tires more than what they paid,

One of the buyers has been the
city's chapter of Habitat for Hy-
manity, the nonprofit group dedi-
cated to bullding affordable hous-
ing for working-poor families.
Over the past three decades, Habi-
tat had been able to get land at &
cut ra!ebyscooring up fiens at the
city’s annual sale,

ow, Habitat and other non-
rofit builders like it must go to

shiman to get land on which (o
buitd. His companies now selt lols
that once could be bought for a
couple of thousand dollars for
more than $60,000.

“It’s the most difficult challe
we've had In our 22 years,” said
Barbara Dunn, executive director
of Paterson Habitat for Humianity.
“The ¢ity s in such a financlal sit-
uatlon, they needed 1o have cash
and could no longer afford lo give
away fand)”

In a clity where the median
household income hasdmlpped to
about $35,000 a'year while rents
skyrocketed, affordable housing
has been among ifs most dire
necds. Daring the 2002 ¢lection
campalgn leading up fo his first
term in office, Torres pledged fo
oversee the creation of 2,500 units
of affordable housing during his
first five years in office.

By relying on the vacant lots
and abandoned propertics left be-
hind in the clly’s poorest neigh-
borhoods, Habitat for Humanity
has been able to acquire Jand
c_hcaFly and build more thah 170
two-family houses, niany of them
in the cily’s Northside neighbor-

Dumg}ajd she&a{?‘ wanted for
years to buy some of the propertics
on M.D, Sass’ list of liens, Two of
the Esrgserﬁes had even been
romised by the city adminlstra-
ion to Habitat. But once the deal
was arranFed, Sass snatched up
the whole list. Still, Torres kept his
word, Dunn said, and allowéed
Habitat to buy the two promised
ofs.

Thie rest, however, Dunii had (o
buir1 from Pifhm:ﬁ;s l!El‘aterson_ _Opi
unities. Initially, the el
R'oas for Habitat to rcilas«e k
for $27,000 cach, she sald, That
soon fell apart. A new deal,
ammanged by the mayor and As-
semblywoman Nellie Pou, had
Habital payhlf $62,000{or each of
more than a dozen properties.

The Stik City's opportunitles

Although Fishman and M.D.
Sass’ money allowed Torres to

ots |

keep Paterson’s budget in the
btack, by 2005, it became clear
that the city’s finances were In
trouble onée note, Fishrinan agaln
sleg;ioed in 1o save Tormres’ budget
and in the process, scooped up &
prime downlown properdy.
inthe spring of 2005, Fish-
mah introduced himself to the peo-
ple of Patersor as one of the prin-
cipal members of Domoch l-md-
gs, & development firm i
{0 bring sweeplng revitalizatlon to
the Greal Falls Historlc District on
both sides of the Passaie River.

: Eomocl;’; ptan“calfed for an
elght-year, $275 million project to
build 975 housing units, as well as
caterics, bars, cafes and a hotel
across from the Falls.

Even as the council considered
the Great ¥alls plan, the city faced
another deficit, this ime of $13.7
million, In order to balance the
2005 budget, Torres needed to
complete another series of land
sales by June 30, Agaln, Fishman
was there.

In an elaborate deal, Fishman's
Domoch Eilison fimm bought an
ghandoned downtown plot on El-
lison Street from the cily for $2.7
ntltion. The ¢ity, in tumn, agreed (o
E:ifa monthly rent of $25,000 for

fof the bwo-gtory refall building
that Domach Ellison planried io
construct, The city would then
sithled the space to Cableviston for
a public access television studio.

Onthe last day of the fiscal year,
the Cily Council approved the
deal. When sales to other develop-
e fell throggh, Torres was forced
to borrow $3.3 miltion from the
state {o make ends meet,

More thar a year fater, the dirt
lot and stee! skeleton on Eilison
Street that had been abandoned by
& previous developer remaln bar-
teis, Fishinan's Palersoh crm{ect
mianager, Warren King, sakd del
were causcd by the need to make
sure ihal englneering plans jibed
with the infrastrecture left by the
previous developer. In September,
some tudimentary excavation be-
gan in preparation for construc-

tion.

After the City Council refused
last ‘winter to name Fishman’s
con:ra.n as the Great Falls’ mas-
ter developer, he began {o scale
back his plans elsewhere in the

¢ity.

%110 110 two-bedroom apart-
mertts that Fishman's Domoch
asper, yet anothér subsldiary of

moch Holdings, now plans to
build along the north side of the
river ar¢ & far cry from what Fish-
man and Torres odginally
planned.

According to cliy records, Tor-
res has met with Fishman aboiut
20 times since early 2004, The
niayor said many of the meetings,
often arrangad by Asslstant Busl-
ness Admintstrator Nellle Pou,

dealt with development oppotiu-
hites in the city.

Torres gave Fishman gulded
tours of lofs around ihe ¢lty that
could be developed. He also tried
to Interest Fishiman in other failed
ijects, including the crumbling

fablan Theater and the Alexandet
Hamilton Hotel. At ihe same time
that Torres and Pou worked to
convince Fishman to invest in Pa-
tersori, Fishmart and his assoclates
gave at least $4,300 {o Pou's As-

sembly re-clection campaign last 4

ar.
yeﬁshman‘s business assoclates,
including pariners in Domoch
Holdin?. gave Torres at least
$5,200 {or his re-eleclion In May.

Left behind

Even as Fishman’s companies
flip progmtics and sell them to
noriprofit builders, he has also ac-
tively lobbled for those builders’
approval of his development proj-
ects. Both he and his subordinates
have met with groups of alfordable
housing agencies In the city, and
Fishman has followed up with
them by ¢-mail to ask them fo
vole their support.

I the weeks shead of a Plan-
nilng Board hearing for Domoch
Jasper’s project, however, the
groups were unsure how Fish-
man's building plans would affect
their work to bring affordable
housing to the city. Some com-
plained that Fishman’s enircaties
were scant on delails of his proj-
ects. Affordable houslrﬁ groups,
including Habltat for Humanity
and the New Jersey Comununity
Development Corp,, have run out
of space {0 build in the cily. They
once relied on liens and the city’s
vacant property sales to find land.
But now the city has no backlog of
liens or residential property that it
can auction.

The mayor’s one-shot plans fo
balance his ballponing budget
robbed Paterson to pay off his
deficits. In general, NJCDC's Bob
Guarascl and Habitat’s Dunn su
port Fishman's proposal to build
the most market-rate condes in
the city’s hislo?, but they still find
themselves in dire straits.

With nonprofits s¢rambling to
find places to bulld the homes that
the cily’s working-class and work-
ing-poor rtesidents need, some
worry thai the kind of deals that
Torrés has made with Fishman
have hurt the city’s chances of re-
covery.

“You'd hope that al least thene's
a little bit longer planning and de-
¢lslon-making than just the cur-
rent fiscal budget,” Dunn said. “In
a sifuation where you have to bal-
ange each birdget, you don’t want
{0 be selling off something and
heading the ¢ity in the long-term
In & direction that Isn’t In i best
interest”

Visit http://www.northjersey.com/taxiiens
to read this story and view an interactive map
of each lien sold to M.D. Sass in the builk sale,

Atriple failure

Yet again this spring, for the
third conseculive year, Paterson's
budget furched toward catastro-
phe. Only by the grace of the
state’s Department of Community
Affairs, did Torres avert a fiscal
meltdowii. With no properties left
from which to manulaeture a lu-
crative land deal, and having sofd
all the liens agalnst abandoned
properties, Torves was oul of op-

0ng.

‘The state swooped in to give
him $30.8 million. But it also {ook
greater control of Torres spending
and mandated that the cily clear
every major financial deelsion it
makes with state overseers,

All the while, a vast majority of
the fots from the bulk sale contin-
ue to sit tottering, abandoned or
vacant. Of the 143 properties in-
yolved in the sale, seven have seen
new housing built on them. Of
those, three ‘are buildings under
construction by Habital for Hu-
manity.

And in spite of the termis of the
agreement that M.D, Sass made to
bu{l]icns from the city, several of
Fishman's Paterson O ﬁorlunitics
properiies have again falfen off the
{ax rolks. In June, the city sold new
fiens against 58 of the lois that had
been included in the 2004 bulk
tien sale for failure to pay munici-
pal taxes,

For example, Paterson Oppor-
{unities bought the lien against the
old Hinchliffe Brewery and Malt-
ing Co, building at 49-55 Gover-
nor St for $100,009, It forectosed
in February, but skipped neardy
$12,000 n property fax payments.

iast sprng another Fishman
company trumpefed #s acquisition
of the mmshackle Columbia Textile
Mills near the animal shelier along
Ryle Avenue and Ryle Road. The
buildings are slated to be a part of
his Domoch Jasper project below
the Great Falls' palisades, Despite
foreclasing on the buflding and its
neighbors last Oclober, Paterson
Opporunilies ignored this year's
ncarly $70,000 property tax bil.

Still, Torres is uprepentant, say-

ing that the bulk lien sale to M_D.
Sass and Fishinan was the right
move to save the cltyin its hour of
need.
“Poreclosing  doesn't  secure
mongy;” Tomes sald. “We're ot in
the business {o own real estate.
We're in the business o colbect dur
taxes.”

The licns sold last June repre-
sented $146,027 in ung?id faxes
by the properties in Fishman's
butk sale two years ago, Of those,
$94,730 were owed by Fishman's
Paterson Opportunities LLC.

Reach Yont Meagher
af 973-569-7152
or meagher@nonlifersey.com

HOH WE GOT THE STORY

Thisstory ks the result of an
extensive, months-long Inves-
tigation of public recoeds and
government documents held
by city, county and state
agercies conducted by Her-
ald News tepoeter Tom
Meaghet,

Heagher reviewed hundreds
of pages of ¢ity documents
received threugh 18 requests
under the state’s Open Publi
Records Ack. Those docu-
ments incfuded inter-agency
correspondence, memoranda
and e-mails regarding the
city’s bulk en sale and deal-
Ings with Glen Fishman and
his varlous companles; three
years of appolntments
recorded by Mayor Jose
"Joey” Tosres' scheduling
secrelary; payment records
and correspondence from the
city's foreclosure attorneys;
and memoranda of analyses
provided by an Indepe: t
financlal advisor te the city.
Among the other documents
that conteituted to the re-
porling of this story were
state campalgn finance
records; county deeds and
fand records; City tax maps,
property records andiax fien
records; requests for propos-
als Issued by the city for de-
velopment and investreent
projects and the subsequent
responsés; musitiple press re-
teases and corporate Web
sites for various compantes
with which Glen Fishman s
assoclated; and state busk
ness incorporation filings.
Each ¢of these documents
were vetied and expialned
theotgh interviews with rore
than 15 city and county offl-
clals, developers, nonprofit
builders and commiunity
members.

The data generated by re-
viewing county laad tecords,
city tax llens and on-site visits
were analyzed through the
use of spreadsheet, database
and mapplng software,




Affordable h
hurt by lien sale ‘circus

By TOM MEAGHER
Herald News

PATERSON ~ For most property ownets,
a lien is a burden fo be paid off before sell-
ing a house,

But for a growing crop of investors, the
lien has become a key to getting land on
the cheap in neglected neighborhoods.

Over the past decade, investors have
swarmed Into Paterson to buy liens
against properties whose owners failed to
pay their focal taxes, With the promise of
a high return on investment, the annual
tax sales have grown to standing-room-
only affairs in the crowded council cham-
bers at City Hall.

“Itis a clrcus,” said Tax Assessor Char-
lie Parmelli, “I'm scared to death when 1
watk in that room, there’s so miuch going
On.”

This gopularity has begun to crowd out
affordable-housing groups that have long
depended on such sales as a source of de-
velopable land in needy neighborhoods.

City Tax Collector Kathleen Gibson,
who oversees the sales, said that over the
past five years, the attendance has grown
tremendously. At last June’s sale, 71 in-
vestors pald $5.6 million for liens.

Barbara Dunn, the executive director
of Pateison Habitat for Humanity, re-
members when the sales were held out-
side Gibson'’s office doot.

“Kathy would have three chairs outside
her door, Habitat would be in one of
them,” Dunn sald. “We'd buy up these
liens for maybe $1,000 (or) $1,500. Now,
it's like a zoo.”

_ Inyears past, especially in the 1990s,
liens against abandoned and derelict
properties in “bad” neighborhoods would
go unsold, year after year after Year Gib-
son said that now, investors will buy any
they can get their hands on, regardless of

PATERSON

the property’s condition or location.

at’s making it tougher for nonprof-
its struggling to find cheap land on which
to build,

“Lots that 10 years ago would have
gone for a couple thousand dollars now
are going for $40-, $50,000 or more,” said
Bob Guarasci, executive director of New
Jersey Community Development Corp, “It
makes it increasingly difficult for those of
us who are developers of affordable hous-
ing and supportive housing to do our
work. ... It doesn’t mean we can’t contin-
ue to build affordable and supportive
housing, but it does mean that we need to
find more money to do it.”

Both M.D. Sass and Glen Fishman's
com(f)anies have been among those spear-
heading the lien acquisition boom in New
Jersey. M.D, Sass has been the single
biggest investor at Paterson’s anntal tax
sales for the past two years. One of Fish-
man’s company Web sites heralds his ex-
perience in the field:

“Glen was the mastermind in turning
the company into the largest tax lien fore-
closure entity in the state of New Jersey,”
the site reads, “Much of this business has
been as a joint venture with several Wall
Street real estate investment firms such as
Xpand and M.D, Sass.” _

The resurgence of investment in Pater-
son cai be construed as a positive sign for
a long-struggling city, but for residents
whose annual incomes hover below the
city’s median of $35,000, affordable hous-
ing is more necessaty than ever.

“We fry to reach families making
$26,500," Dunn said. “There is no way
that I can build a house on land that cost
me $62,500 and deliver it in a way that
they can pay for it.”

Reach Tom Meagher at 973-569-7152 or
meagher@northjersey.com.

ousing

)

WHAT'S A LIEN?

If homeowners don't pay local property taxes, the
city will slap them with a llen agalnst thelr house,

The lien, & legal claim against an unpatd debt, pre-
vents the owner from seliing the fand or borrowing
agalnst it without paying money owed,

In an attempt to coliect all of its taxes, Paterson
holds an annual auction of thé unpald amount. It
sells the taxes In the form of a certificate, which be-
comes, essentially, a lien held by a third-party In-
vestor,

If within two years that buyer does not collect the
taxes owed to the city, along with as much as 18 per-
cent interest, the Investor can begin foreclosure
procedures. By doing so, the Hien buyer legally takes
ownership of the house from the original property
owner for the price of the fien rather than the full-
market value of the property.

The M.D. Sass sale - of liens which had gone unpur-
chased for years - was a separate process. The city
had become the de facte Hfen holder, and for many
of the 143 properties, [t had begun the foreclosure
process to take ownership of the land.

in the deal, the city combined three lists of liens into
one [arge batch, Intended to go to a single investor.
The clty intended the sale to reap a windfall while
unloading as many difficult and "undesirable” prop-
ertles from [ts responstbilities as it could.

Under the terms of the bulk auction, the winning
bidder had to buy all of the liens on the list, a
move designed to prevent a developer from cher-
ry-picking more developable properties from the
rest.

it afso allowed the buyer to pay iess than full price
for the liens ~ a departure from the annual sales ~
while still collecting Interest on thelnvestment.

— Tom Meagher




