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£1.75

1031 tax exchange comes with added bonus buyer

A recent purchase of two apartment bulldings total-
ing 22 units for a 1031 exchange resulted in more than a
delerral of capital gains taxes for one investon

The acquisition came with a boaus of over 10,500
square Feer of development nghts, which made the deal
even maore aitractive, according to Ralph Trionio, presi-
dent of Upside Ventures, who represented the buyer in
the transaction.

MCI Realty LLC ¢fo Milton Merl purchaszed two
contiguous five-story walk-up apartment buildings ar
242-244 West G1st Street on Manhaitan®s Upper Wes:
Side for 35,600,000, The acquisition was structured
to replace a nearby loft building ar 12 West End Av-
enue that Merl had recenily sold, The property and
timing conformed to Section 103 1 of the Internal Bev-

enue Code. The West End propenty became parl of an
assemblage of parcels for a proposed 31-story residen-
tial building along West End Avenue between 5%th and
&ikh Streets. Merl, who currently owns other real estate
assels in Manhaman, acquired the Wesl 6lst Street
walkups from Seventh Frogmouth Corp. ofo Arthur
Coben.

The West 615t Strect transaction included over 10,500
square feet of surplus development rights, which were
sold 1o Ginsburg Developers for $90 per square foot to
enhance the construction of a mixed-use high-rise tower
adjacent to the walk-ups. Local zoning laws permit the
transfer of development rights only to adjacent proper-
ties, said Trioafo.

“Ginsburg was secking to add square footage 10 the

project,” said Trionfo, “The taller the building, the mone
views, which ulimately means more value.”

The final purchase price for the walkups was reduced
a5 the surplus development rights were already in play.
“At the end of the day, the buyer acquired the property
for nine times the gross income, which is a bargain for
that location,” said Trionfo.

“The area 13 enjoying a renaissance wilh several new
developments planned and underway,” said Trionfo.
“The landscape of the whole West Side is changing.
For example, the New York Jets desperately want to call
it home.”

When Merl first approached Trionfo to identify a re-
placement asset for the West End sale, Trionfo recom-
mended 3 comer mixed-use apartment building in the
East Village that looked promising. After weeks of nego-
tiations, the deal fell through.

“We had only 18 days left to find a replacement prop-
erty when the West 61st Street opportunity developed,”
said Trionfo, “We have a strong network and extensive
databaze of registered and active investors, so [ was
able 1o source another option that turned out 1o be a
better alternative all the way around.”

The West 61st Street propenies are in a prime loca-
ion near the new Time Warner complex and Central
Park. There are 22 apartments, 18 of which are free-
markel rentals. They include two studios, three one-
bedroom duplexes, 10 wwo-bedrooms and seven three-
bedrooms, most with wood-buming fireplaces,

Trionfo negotiated the transaction, which included the
resale of the development rights, a non-refundable con-
tract deposit, seller financing, and assumption of the
existing debi,

“I had a motivated buyer with a short e frame
and specific requirements,” said Trionfo. “The sale
closed within 60 days with no contingencies or due
diligence,”




