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NEW YORK OFFICE
CONDOMINIUM
MARKET OVERVIEW

Office condominiums exist in nearly every market in the US
and are particularly prevalent in Europe and Asia. However,
they have been a small niche in New York City. Office
condominiums represent only 2% of the 500 million-square-
foot office market.

The New York City office condominium market is made up of
103 buildings, totaling 11.2 million square feet. From selecting
the right property to closing costs and ongoing obligations,
there’s a lot to consider in the office condominium buying
process. Therefore, we've created a complete guide to office
ownership to put you on the path to success to owning an
office condominium in New York City.
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Why Buy Office Space

Office condominium ownership reduces occupancy costs, increases equity and secures a permanent space

for your business or organization. Some of the key advantages to office condominium ownership include:

D00 © 6 O

Occupancy Cost Savings

The annual cost of office ownership is less than the cost of leasing. Current market lease rates
far exceed current condominium carrying costs, which includes annual common charges and
real estate taxes. Additionally, most non-profit and government organizations are exempt
from paying real estate taxes on property they own, including office condominiums. They
must pay real estate taxes when leasing office space.

Stabilized Occupancy Costs

Office condominium owners are insulated from the escalating and unpredictable costs of
leasing office space. An office owner’s occupancy costs remain stable and predictable,
allowing for precise expense projections and accurate budgeting, whereas office tenants are
subject to the volatility of the leasing market and unpredictability of landlords.

Capital Cost Savings

From office furniture to glass conference rooms, designing and building an office space
requires a significant investment. When a business cannot renew its lease, it loses this
investment and must then move and make another such investment. By owning office space,
businesses can avoid this expense and justify a high-end buildout. This is on top of having
control of what your space looks like without having to request permission from building
ownership.

Attractive Financing Options

A variety of financing options exist to make owning an office condominium more affordable
for businesses and non-profit organizations. Interest rates are at record lows, and borrowers
can often find loans as high as 90% for SBA loans, inclusive of construction cost.

Selling for a Profit
Historically, the value of the office condominium market has always increased over a 10-year
period. Every owner/occupier who has sold their office space over the past 10 years has
done so profitably.

Investors

With the wild fluctuations in the stock market, investors look for a secure place to put their
money. Stable, predictable investments can be challenging to find. One of the most secure
investment vehicles is an income-producing office condominium.



Case Studies

Office condominiums have existed in New York for more than 40 years, but the past decade has shown
an acceleration of growth, demand and acceptance. The average price per square foot has increased
over the past 10 years when comparing the first and second halves of the decade. From 2012 to 2021 the
average price per square foot was $724.

—

70 West 36th Street

Amikam Paras, a jeweler, purchased a 5,429-square-foot office
condominium at 70 West 36th Street for $2,516,140, or $464 per
square foot. After owning and occupying their space for eight
years, the company sold their space for $5,020,900, or $925 per
square foot.

When comparing this against similar leases signed in this area
during the same time, Amikam and Paras would have signed a
lease for $31to $40 dollars per square foot. By owning their space
and capitalizing on the asset’s appreciation, Amikam Paras saved
approximately $2,146,913 over the eight-year period.

820 Second Avenue
To highlight the appreciation in pricing over the past decade, we
compared two office condominium sales at 820 Second Avenue.

In September 2009, Pierre Funding Corporation purchased unit 7C,
a 3,609-square-feet office condominium for $1,700,000, or $351 per
square foot.

In September 2019, Heritage Way Advisors purchased unit 13C, a
1,197-square-foot office condominium for $900,000, or $752 per
square foot.

This reflects a 114% increase in sales price per square foot over the
10-year timeframe.



When Not to Buy

Buying office space is an attractive option for many businesses, but it is not for everyone. A few key
considerations to consider:

Do You Foresee Rapid Growth or Contraction?

Owning office space holds several advantages over leasing, and office space users are increasingly
recognizing these benefits. We are seeing an increase in ‘traditional’ businesses exploring office ownership.
If more office condominiums were available, more office users would gravitate toward office ownership
for numerous reasons.

Are You Prepared to Finance a Down Payment?

Buying commercial space will initially cost far more upfront. If you need capital for research and
development or making renovations or tech updates, it may not be the best idea to tie up your funds in
a down payment.
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Who is Buying Office Condominiums?

Office condominiums have long been popular with certain sectors, such as government organizations, non-
profits, doctors, dentists and jewelers. High buildout costs for medical spaces make owning space a logical
answer for medical professionals. Additionally, with a need for safes and extra security, jewelers have long
opted for owning space, too.

Today, we are seeing a variety of other businesses and professionals, such as law firms, media firms and real
estate brokerages, exploring office condominiums. In the last five years, the largest purchasers of New York
City office condominiums have included traditional businesses, non-profits, unions, medical professionals

and governments.

Some recent buyers include:

. Y

unicef &
united states fund
US Fund for UNICEF

125 Maiden Lane
75,000 RSF

United Arab Emirates
305 East 47th Street
15,250 RSF

VA 75

INVESTMENTS
Ziff Brothers Asset Navillus Contracting
Management 633 Third Avenue
420 Fifth Avenue 20,000 RSF
33,000 RSF
THEREALDEAL
SAGE The Real Deal
305 Seventh Avenue 450 West 31st Street
16,400 RSF 11,500 RSF

CapeAdvisors
Cape Advisors Local 79
375 Greenwich Street 131 West 33rd Street
8,600 RSF 20,000 RSF

Practice & Builders BA PEM-AMERICA

Practice Builders Medical Pem America
Management 70 West 36th Street
131 West 35th Street 16,000 RSF
7,800 RSF

Office Condominium at 35 West 36th Street




How to Buy an Office Condominium

Buying office space can be a complex undertaking, and there is no one-size-fits-all strategy. However,
working with an office condominium specialist will help you undertake the appropriate analyses, lay out
all options and discuss scenarios, all while taking into account real estate market trends.

If office ownership is right for your business, RPG will guide you through the office condominium buying
process from start to finish.

1. Don’t Go it Alone

Office condominium ownership is a niche market in New York City, meaning you need a trusted team
of experts whose expertise and knowledge will help you make an informed decision. At RPG, office
condominiums and office cooperatives are all we do—all day, every day.

2. Get Pre-Qualified for a Mortgage

Before beginning your search, get pre-approved for a loan, unless you plan to pay cash. RPG can connect
you to lenders and/or mortgage brokers. Based on your business’'s revenue and credit worthiness, the
lender will determine how much the bank will lend you, which will help you hone in on a price range.

3. Visit Properties
Office condominiums and cooperatives are available in more than 100 buildings across all New York City
submarkets. Consider which area best suits your business and what are your square footage requirements.

4. Negotiate

When you’ve located an office you love, you will put in an offer, which is a non-binding agreement to pay
a certain price for the office condominiums. If your offer is lower than the list price, the seller will likely
return with a counteroffer, which you can choose to accept, reject, or make another offer. RPG will work
closely with you throughout the process to negotiate a fair offer and, ultimately, purchase price.

5. Do Your Due Diligence
Now it’s time to dig into all aspects of the property to protect your interests and make sure it checks out.
This includes, but is not limited to:

* Reviewing the offering plan, board minutes and condominium’s financials

¢ Securing financing

* Verifying square footage with an architect

¢ Inspections

e Appraisal

Title search
e Hiring an attorney

6. Sign the Contract

After agreeing on price and terms, both parties execute the contract. The purchaser will typically put down
a 10% deposit with an escrow agent. This officially takes the property off the market. Simultaneously, the
purchaser may sign an agreement with their lender, known as a commitment letter.



How to Buy an Office Condominium ¢cont'd)

7. Financing

Using our deep relationships with lenders, RPG can help demystify the financing process. Whether it is a
conventional loan, an SBA loan, or non-profit tax-exempt bond financing, RPG leverages its relationships
with lenders by assisting purchasers in obtaining these loans. RPG’s experience and guidance are critical
for facilitating a successful closing process for office condominium transactions.

8. Closing

During closing, ownership of the property is transferred from the seller to the purchaser.

Congratulations! The deal is closed, and the keys are in-hand. You’re now an office owner. It’s time to
settle in and make your office your own.

Closing costs

Paid by Purchaser

Your Attorney Approx. $10,000

Mortgage Bank Fees Points: 0% to 3% of loan amount
Mortgage Bank Attorney Approx. $10,000

Mortgage Recording Tax 2.8% of loan amount

Fee Title Insurance Approx. 0.28% of Purchase Price
Common Charge Reserves Up to two months of common charges

NYC/NYS Transfer Tax 3.275% of Purchase Price



What to Expect When Owning

When buying an office condominium it's important to understand what continuing expenses you can
expect as an owner, including real estate taxes, insurance, repairs, upkeep and more.

Common Charges
Common charges are a shared cost between all unit owners within a building. They cover operating costs,
management fees, and building staffing.

Annual common charges typically range from $8.00-$12.00 per rentable square foot depending on the
asset.The cost of operating the building is split proportionately, on a per square foot basis, between the
unit owners.

Real Estate Taxes
Each unit is taxed individually by New York City. There are some exemptions for certain owners, such as
non-profit organizations and government entities.

Electric
Electric is generally metered directly to Con Edison. Electric costs are approximately $2.50 per rentable
square foot.

Cleaning
The unit owner is responsible for the cleaning of their own unit. The same cleaning company who cleans
the building’s common spaces is typically used by each unit owner.

Buildout Costs
Unlike in leasing where the landlord will construct office space to suit your company's needs, office
condominium owners are responsible for the construction and buildout of their unit.

Maintenance and Upkeep

The individual unit owner is responsible for the maintenance and upkeep of their unit. For example, if a
lightbulb or toilet stops working in the unit, it is at the sole expense and effort of the unit owner to fix it.
In some cases, building management may help with minor issues.

Insurance
Unit owners must maintain an insurance policy. The building’s insurance requirements are usually dictated
in the building rules and bylaws.

Mortgage Payments

The unit owner is responsible for mortgage payments, which include principal and interest.



Frequently Asked Questions

What is the difference between an office condominium and office
cooperative?

Like its residential counterpart, an office condominium is a portion of a building (a unit) that can be
purchased. Owners have the flexibility to rent out their unit and make any alterations freely. An office
cooperative unit is a collection of shares of stock in the cooperative corporation. The bought shares
enable you to a proprietary lease of a unit.

How is pricing calculated?
RPG’s bi-annual market report tracks every office condominium or cooperative sale in New York City. The
report provides an understanding of how much you can expect to pay.

Are office condominiums sold with a loss factor?
Yes. Office condominiums are sold with the industry standard 27% full floor loss factor, and 32%-38% for
a partial floor. You would experience the same loss factor in leasing office space.

In what condition are office condominiums sold?
Office condominiums are sold in their “as-is" condition. The buyer has the ability to alter the space to their
liking, and construction costs can be included in the mortgage.

How does the condominium board work?
An office condominium board is similar to a residential condominium board. Typically, it is comprised of
seven unit owners, including the sponsor.

How do | know if my company qualifies for a Small Business Administration
(SBA) loan?

SBA typically defines small businesses as less than 500 employees and $100 million in annual sales. The
SBA can lend up to $18 million towards the purchase of an office condominium. SBA loans are typical 90%
loan-to-value with low interest rates.

How are common charges calculated?

Annual common charges typically range from $8.00-$12.00 per rentable square foot depending on the
asset. The cost to operate the building is split proportionally on a square foot basis between the unit
owners. In addition the unit owner must pay real estate taxes (if applicable), which are also $8.00-$12.00
per rentable square foot.

What are the financing options for office condominiums?

Many financing options exist that make owning an office condominium more affordable for businesses
and non-profit organizations. Interest rates are at record lows, and borrowers can often secure loans as
high as 90% loan-to-value, inclusive of construction costs.

What are the financing options for non-profit organizations?

There are a variety of advantageous financing options for non-profits who purchase and occupy their
space. The most common option is tax-exempt bond financing, which is typically high loan-to-value and
low interest rates.



Own Vs. Lease Analysis

RPG will prepare own vs. lease analyses highlighting the benefits of ownership.
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The RPG Advantage

Rudder Property Group is New York City’s only commercial real estate brokerage and advisory firm
focusing exclusively on the sale of office condominiums and office cooperatives. With office condominiums

comprising only 2% of New York City’s total office space market, it’s a niche market where few can match
the knowledge and experience of the RPG team. Our 20 years’ experience ensures optimal pricing and
deal terms for the sellers, purchasers, investors and developers we represent.

The RPG team has closed more than $1 billion in office condominium transactions, totaling more than two

million square feet.

Michael Rudder, Principal of Rudder Property Group, brings extensive transaction
experience and in-depth knowledge of New York’s office condominium market.
Michael has been involved in the acquisition, conversion and sales of over two
million square feet of New York office condominiums, including 35 West 36th
Street, 20 West 33rd Street, 866 United Nations Plaza, 125 Maiden Lane, 70
West 36th Street and 131 West 33rd Street. Prior to forming RPG, Michael spent
more than eight years as the Director of Office Leasing and Sales with Time
Equities, Inc. Michael is the Chairman of the REBNY Sales Brokers Committee, a
former board member of YM/WREA and a founding member of the St. Jude’s
Real Estate Committee.

Justin Harris, Associate Director of Sales, brings RPG a team-oriented mindset
and an investment sales background. Before joining RPG, Justin worked on the
Development and Conversion Investment Sales team at CPEX Real Estate, a
brokerage firm. Prior to CPEX Real Estate, Justin began his career in real estate
at Keystone Equities in Manhattan and First Development Corporation in Long
Island, where he worked on acquisition and development deals.
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Resources

It is important to work with a team of experts who have your best interests in mind. The team’s experience and
guidance are critical to help facilitate a successful closing.

In our 20-plus years, we’ve developed deep relationships with service providers who will help demystify
the office condominium purchase process.

Architect

Richard Kronick, AIA

GKYV Architects
rkronick@gkvarchitects.com
T: 212-679-6362

Attorney

Shaun W. Pappas

Starr Associates LLP
spappas@starr-lawfirm.com
T: 212-620-2684

Contractor

Mark Azzopardi

KNG Construction Co., Inc.
Marka@kngconstruction.com
T: 212-595-1451

C: 917-704-6050

Jeffrey Lazar

Precision Building & Consulting
jl@precisionbuilt.com

T: 212-479-2567

C: 917-681-0988

Due Diligence Inspector
George Hansen

Stellar Inspection Service
g.hansen@stellarinspection.com
C: 917-922-4766

Lender

Mario DiCerbo

Bank of America
mario.dicerbo@bofa.com
T: 646-855-2800

C: 646-352-2972

Frank Puccio, Jr.

City National Bank
frank.puccio@cnb.com
T: 917-322-0907

C: 732-766-3125

Dan Markus

Republic Bank
dmarkus@myrepublicbank.com
T: 646-343-473]1

C: 516-448-8244

Mortgage Broker
Andrew Dansker

Dansker Capital Group
adansker@danskergroup.com
T: (347) 614-2265

C: 347.614.2241

Non-Profit Lender

Sunil K. Aggarwal

ThinkForward Financial Group
sunil@thinkforwardfinancial.com
T: 212-269-1300

C: 917-887-2600

Title Company

Brian M. Cooper

Kensington Vanguard National Land Services
bcooper@kvnational.com

T: 212-561-6422
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Contact

Vi,
.

Rudder Property Group
36 West 44th Street
Suite 141

New York, NY 10036
www.rudderpg.com

Michael Rudder

Office: (212) 966-3611
Mobile: (646) 483-2203
mrudder@rudderpg.com

Justin Harris

Office: (212) 966-5638
Mobile: (914) 582-9227
jharris@rudderpg.com
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RPG’s Office Condominium at 36 Wiest 44th Street

All information supplied is from sources deemed reliable and is furnished subject to errors and omissions.




