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ABSTRACT

The Town of Brookline is one of several communities which
has recently been undergoing conversion of its rental stock to
condominiums. A study was undertaken to examine the supply
aspects of this trend. The findings document the extent to
which condominium conversions have occurred in Brookline and
factors in the supply segment of the market which have pre-
Cipitated it.

Environmental characteristics which appear among converted
stock are identified, and motivational factors among individuals
who have converted properties are explored. Included in the
analysis relating to converters is a profile of individuals
involved in this market, a financial analysis of a conversion,
and data relating to various aspects of the conversion process.

The findings and analysis are related to a variety of policy
options which Brookline and other communities experiencing the
same phenomenon might consider in order to legislate change. A
model of appropriate objectives and policies are presented.

Thesis Supervisor: Phillip Clay
Title: Assistant Professor of Urban
Studies and Planning



PREFACE

Over one year ago the Town of Brookline began debate on
the condominium conversion issue. Since that time the debate
has been fueled solely by emotions and politics. To date
Town residents do not have a better understanding of the situa-
tion, and policy-makers have been forced to make policy choices
in a void.

It was about one year ago that this author began to think
about the issue as a topic for research. It is with great sur-
prise upon completion of this document that it appears to be
the only source of written information about the situation at
this time. It is hoped that it will provide the Town of Brook-
line and other communities with a better understanding of the
condominium conversion phenomenon and a solid basis on which to-carry
out further research in the most efficient and cost-effective
manner.

Research undertaken by one individual is rarely pursued in
a vacuum. This study was no exception. Special gratitude is
given to Charles Peck of the Brookline Savings Bank for the
assistance which he kindly volunteered on more than one occasion.
At least three Town agencies were extremely cooperative and pro-
vided valuable assistance to the researcher. Thanks are owed
to the Brookline Rent Control Board Staff, particularly,
Assistant Director, John Spear and Director, Roger Lipson,

Tax Assessor, Francis Ryan, and the Planning Department Staff.
Further, the researcher wishes to thank all of the individuals

interviewed who agreed to talk about their experiences and who,



in many instances, offered frank and candid answers to the
questions asked of them.

Special thanks are owed to Assistant Professor Phillip
Clay for his time, energy, and support which were of invaluable
assistance in formulating the research undertaken and the
analysis presented in this document. Assistant Professor
Lawrence S. Bacow and Associate Professor Leonard G. Buckle
were also instrumental in providing the author with critical
and thoughtful comments which aided in shaping this document.

Immeasurable gratitude is given to Henry Boroff for his

patience, devotion, and encouragement.
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I. INTRODUCTION



Condominiums, a fairly recent option in housing consump-
tion, have become increasingly prevalent and popular in American
communitieé during the past decade. There are many possible
explanations for the growth of this phenomenon. Among these
are increased longevity of life leading to more and more "empty
nesters” seeking housing of smaller size; constant and growing
inflation which has made the financial advantages of ownership
far outweigh those of renting for many people; the tax incen-
tives in real estate ownership and the prevalence of two income
families who are in need of such tax advantages; high housing
costs which are making traditional single family home ownership
out of reach for many--especially young families who have not
previously had some equity investment; the maturation of the
"baby boom" generation and its need/desire for ownership or a
more settled housing situation.

In the metropolitan Boston area, as in other major cities,
there is little vacant land available for the production of new
housing. Thus, in order to meet the demand for condominiums
existing rental units are being converted into condominiums.
One such local community is the Town of Brookline.

Condominium conversion in Brookline has raised concerns
on many levels. The most prevalent concern in the community
~surrounding this issue regards the social impacts of conver-
sion as it results in the dislocation of a segment of the
Town's tenant population. Of primary concern is the physical
and emotional impact which such dislocation has on those
individuals who have been or will be forced to leave their
apartments. Of secondary concern is the overall impact which
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this disruption in the lives of many Town residents could have
upon the Town. |

The concern for the dislocated tenants is heightened by
the fact that a severe shortage of rental housing, particularly
moderately priced rental housing, exists in Brookline and in
surrounding communities. This is of special concern in the
Town because of its large proportion of elderly residents, many
of whom either live on fixed incomes or have rented apartments
in order to be free of the responsibilities of ownership.
Surrounding these concerns, however, are several unanswered
questions. Who is actually being hurt by conversion? To what
extent is such dislocation actually causing hardship for
residents?

Further, concerns have been raised regarding the need to
balance any protections afford to tenants with the rights of
property owners and condominium purchasers. And sentiment
against precluding or discouraging condominium conversions has
been expressed because of the potential value thought to be
associated with conversions in helping the Town achieve greater
fiscal and social stability. Again questions remain. Who is
benefiting from conversions? And is the Town benefiting in any
way . from conversions?

Underlying all of these specific concerns and questions,
however, are basic questions relating to the Town's ability to
make policies which would impact conversions. Why is conver-
sion occurring? Who or what is precipitating it? How extensive
is it likely to become without policy intervention?

This document does not answer all of the questions
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or address all of the issues of concern stated here. Specifically,
it does not address either the issue of the social impact of
dislocation caused by conversation or of possible benefits of
conversion, although some data relating to each has been obtained
in the course of this study and is presented in this document.
To have studied the costs of conversion, that is the dislocation
phenomenon, would have taken far greater resources than were
available to this researcher during the past months. Further,
to have studied the potential benefits of conversion seemed too
premature given that virtually nothing was known about the
phenomenon of conversion itself, and given the community's
concentration of efforts to legislate policies which would
address the presumed costs of conversion.

This document does address the underlying questions re-
garding the Town's ability to legislate policy which will
change or impact the phenomenon. The analysis sheds light on
these questions by documenting and defining factors in
market behavior which have prompted conversions to occur.

In order to undertake such a study in a comprehensive
manner, it was possible to look at only one side of the housing
market. The researcher chose the supply, rather than the demand,
perspective because it seemed that it would offer greater
information as to why conversions had occurred and it appeared
to be easier to obtain data from this perspective. Therefore,
the researcher has sought to answer two primary questions in
this analysis: how have conversions affected the housing stock
thus far in Brookline? and what are the underlying motivations
of housing suppliers directly involved in this market? Based
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on this analysis, attempts can be made to predict future market
behavior and to calculate what might occur in the face of a
variety of policy options.

It is hoped that this type of analysis will be useful not
only to policy-makers in Brookline but to those in other
communities experiencing the same phenomenon. Further, in
order to make the analysis meaningful to readers outside of
Brookline, a description of the Town is provided so that other
communities which have similar characteristics and a similar

situation may generalize upon the analysis presented here.
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II. THE PROBLEM AND THE SETTING
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The Town of Brookline
A Physical Description

The town of Brookline is located directly to the south and
west of most of the City of Boston. Although it could be con-
sidered a suburb of Bostén, it is very much an urban community
as well as suburtan. The Town is very densely populated in some
areas, yet the ratio of population to acreage is very low in
other areas. This difference is densities both in terms
of population and housing may be exhibitedsharply by dissect-
ing the Town, horizontally at its mid-point, into two almost
equal sections (see Map, Exhibit 3a).

The southern section of the Town, comprised of the areas
of South Brookline and Chestnut Hill, borders with West
Roxbury (a middle-class residential part of the City of
Boston) to the southeast and Newton (a middle- to upper-
middle~class suburb) to the southwest. Density indicators
from the 1970 Census show this area (Census Tracts 4011 and
4012) to have the lowest ratio of population to acreage in the
entire Town--3.7. This area contain primarily single family
homes (approximately 74%) and many of the apartment buildings
or condominiums in the area are in the luxury category.1

The northern section of the Town borders with City of
Boston--specifically the Allston-Brighton area to the north-
west and the Back Bay, Fenway, and Jamaica Plain areas to the
east. Density indicators from the 1970 Census show this part
of the Town to have from a seven to ten times higher ratio of

13
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population per acre than the southern section of the Town.2

A mixture of housing stock pervades this part of the
Town. Dwellings with five or more units (primarily apartment
buildings) constitute over 50% of the total stock.
Dwellings with two, three, or four units (primarily houses
with rental units) constitute about 30% of the
stock, and one unit dwellings (single family homes) repre-

sent only 11% of the total stock in the area.3

Its Population

Brookline is basically a white middle-class community.
Its total population was 58,689 in 1969 according to the 1970
Census. The Planning Department has projected a nominal
increase to 58,800 by 1980.4

The median family income according to the 1970 Census
was $13,701. This is just somewhat higher than the median
family income for the total Boston SMSA which was $11,449 at
the time. Only 3.9% of Brookline's families however, had
income below the property level compared to the 6.1% of the
total number of families in the Boston SMSA.

Although the minority population in the Town is not
substantial, it could probably be considered to be more open
to integration than many other adjacent communities surrounding
Boston. According to the 1970 Census, the minority or non-
white population was 1,877 or approximately 3.2% of the Town's
total population. This percentage has probably increased, if

15



it has changed at all since 1970. There is a concentration
of at least one minority group in one area of the Town. A
significant Chinese and Asian-American population lives in or
near the Coolidge Corner area--primarily Census Tracts 4002,
4003, 4004, 4005, and 4008.°

There is also a large presence of at least two ethnic
group populations in the Town. One is a very large Jewish
population living throughout the Town. However, it is par-
ticularly concentrated in the Coolidge Corner area--again

6

Census Tracts 4002, 4003, 4004, and 4008. There is also a

large concentration of residents of Irish descent living in
Census Tracts 4007, 4009, 4010, and.4011.7
The Town also has an extremely large proportion of
elderly persons, and this population, in addition to lower
income residents and minority group residents, tend to live
in the more urban areas of the Town. Approximately 27% of
the Town's population are persons age 60 or older, and
approximately 20% are persons age 65 or older according to the
1970 Census.8 This is extremely high compared to the rest of
the Boston area. For the Boston SMSA as a whcle, approxi-
mately 13.85% of the total population is age 62 or older

according to the 127Q Census.

Its Government and Politics

Brookline's proximity to Boston as well as its reputation

16



for excellence in services--particularly its school system—--
makes it a highly desirable residential community.

In recent years, however, fiscal problems have plagued
Brookline as most other communities. The Town's tax rate rose
approximately 12% a year between 1965 and 1975.9 During this
same period, the Town's reliance on the property tax for meet-

10 Since 1975, the tax

ing its budget rose from 60% to 80%.
rate has risen exactly twenty dollars from $80 per thousand
dollar valuation to $100 per thousand dollar valuatibn. This
rate makes it one of the highest taxed communities in eastern
Massachusetts and policy-makers are naturally concerned about
relief from this situation.11

Brookline has a long-standing tradition of citizen partici-

pation in its political and decision-making structures. The execu-
tive branch of the Town government is headed by a five-member
elected Board of Selectmen. An appointed Advisory Committee
also makes policy and budget recommendations.

The Legislative branch of the Town's government is a 240-
member elected Town Meeting (approximately one Town Meeting
Member per 245 persons). Each precinct (political division at
the.subneighborhooa level) has fifteen Town Meeting Members,
and Town Meeting Members' terms vary from one to three years.

The entire budget must be approved by the Town Meeting, and
almost all policy issues come before it as well. Thus, there
are opportunities for a large number of citizens to participate

17



in decision-making.

It should also be noted that participation in Town
politics and decision-making is very high from an informal
standpoint. Many neighborhoods have neighborhood associations
which assume active roles in édcision-making from time to time
on various issues. There is a fairly active Chamber of
Commerce, and other groups exist such as formal and informal
associations of merchants and landlords. From a participant/
observer's perspective, Brookline could easily be termed a
town with high citizen participation and active politics.12

In recent years, many issues not easily resolvable, par-
ticularly those involving expenditures of money, have caused
a great deal of division in the Town. Some issues have been
brought before the voters of the Town more than once as a
result of this division. Actual identifiable factions have
emerged. The usual division which exists between "liberals"
and "conservatives" over fiscal issues has in many cases
pitted landlords and homeowners, who feel that they unfairly
bear most of the tax burden, against tenants. Such divisions
have become accentuated as condominium conversion has become

an issue in the Town.

Its Housing

Of the approximately 25,000 total dwelling units in the
Town, only 19 % are single family homes. Approximately 26%

are two, three, or four family homes. Over 50% of the
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housing stock is comprised of buildings containing five or
more units.13
Approximately 18,609 of the Town's dwelling units are

14

rental units. Only a very minimal number (less than 1,000)

of these rental units are in one unit structures.15

Thus,

most of the Town's rental units are in multi-unit buildings.
Most of the housing stock was built prior to 1940

(67.2%).16 Further, approximately 45.6% of the housing stock

containing five or more units was built prior to 1940.
another 36.4% of this stock was constructed prior to 1970.
(Thus, only 18% of the multi-family stock containing five
units or more is considered to be new construction.)18

Some 11,000 of Brookline's rental units are maintained
under a Rent Control system. This system was created in 1970
as a response to a severe housing shortage. Rent Control
governs units which are neither in owner-occupied two or
three family houses nor in newly constructed buildings (those
built after 1970). This system essentially froze rents when
it was initiated. Increases are granted in two ways: 1)
general adjustments may be given for all units to allow rental
levels to keep pace with taxes, inflation and other increased
operating costs such as fuel, and 2) individual landlords may
petition for individual increases on the basis of increased
operating expenses or capital expenditures for improvements.

Tenants also have the right to petition for decreases on the

19



basis of maintenance, or other problems.

Although the Rent Control Board is comprised of an equal
number of tenant representatives and landlord representatives
and some "public interest" representatives, cries of bias
have been heard from each side at one time or another during
the past nine years.

General Adjustments have been granted each year since

1971 excepting 1974.19

Advocates of Rent Control argue that
such general adjustments have kept pace with rising taxes and
inflation. Opponents argue that such adjustments have not.

Regardless of whether Brookline's Rent Control system is
equitable, it has and does maintain rents in the Town at a
considerably lower rate than those of comparable units else-
where in the metropolitan Boston market.

The vacancy rate for rental units in the Town is
negligible.20 Demand often exceeds supply for the rent
controlled units as evidenced by the fact that many units
never even get on the "open market" when they become vacant,
landlords have the ability to "hand select" their tenants,
and some tenants are forced to pay "finders fees" to land-

lords.
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Condominium Conversions

Why do condominium conversion cause a problem for the
community? It has been suggested that conversions are exacer-
bating a housing, and particularly a rental housing, shortage
and causing hardship for Brookline's tenant population. The
extent to which conversions have taken place and the signifi-
cance of this occurrence must therefore be defined. Further,
the impact this phenomenon may be having on both the local
housing market and population and the impact which it has

obviously had on the political structure must also be explored.

Scope

Rental properties began to be convgrted to condominiums
in Brookline in 1971. At least one known conversion took
place even prior to 1970. There was an initial spurt of con-
versions in the early 1970's (approximately 20 properties were
converted between 1971 and the beginning of 1975). This
diminished the rental market by roughly 410 units. (See
Appendix A--List of Converted Properties.) Few conversions

took place during 1975 or 1976--possibly due to the lack of

available mortgage money. The depletion of rental units caused
by these conversions were however, more than offset by the
construction of new rental buildings during the same time
period. Between 1971 and the end of 1976, approximately

1,647 rental units were added to the Town's rental stock.21
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Since any buildings built after 1970 are exempt from Rent
Control, such units might not have had comparable rents to the
units which underwent conversion.

However, in 1977 conversions began again, and the process
accelerated during 1978. Between January, 1977 and December,
1978, approximately 1040 units in 39 properties had undergone
or were undergoing conversion to condominiums. (See Appendix
A--List of Converted Properties.)

And during 1977 and 1978, little new construction if any

rental units occurred.22

Thus, not only did the rate of con-
version increase greatly, but there was little, if any, new
construction to offset this reduction of units.

This means that approximately 13% of the total number of
rent-controlled units and approximately 8.7% of the total
number of rental units have undergone conversion to condo-
miniums in the past eight years. And most of this conversion
activity has taken place during the past two years. Thus, if
the trend were to continue, it is no exaggeration to say that

Brookline's low/moderately priced rental housing stock would

rapidly diminish.

Impact: The Housing Market

At the same time that the number of low and moderately
priced rental units have decreased, demand for such units may
have decreased, due to the displacement of tenants who are

seeking other rental units of comparable prices in Brookline.
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It has been thought within the community that an extremely
limited number of tenants living in units which have undergone
conversion have purchased the units, and the data presented in
this document confirms that the majority of tenants have not
purchased their units. It is not known where the displaced
residents are finding housing. However, they are unlikely to

find comparable dwelling units at comparable prices in the

immediate area--i.e., those communities immediately surround-
ing Brookline--Boston, Newton, Cambridge and possibly in the
metropolitan Boston area. Further, many of the amenities
which Brookline provides are unique and cannot be found else-
where. Due to its large Jewish population a proliferation of
synagogues, kosher meat markets and bakeries exist within
walking distance of many apartment buildings. Mass transit
lines into Boston and bus routes to other communities are
readily available. This is particularly important for lower
income residents who cannot afford private transportation.
Further, the Town provides special transportation services
for elderly residents. Such amenities are simply not avail-
able in other communities where comparably priced housing
might be available.

As a result of the increased demand, it is thought that
vacant apartments, and most particularly rent-controlled
apartments, are simply non-existent at the present time in

the Town.
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Impact: The Population

Due to the lack of available rental housing, and par-
ticularly low/moderately priced rental housing in the Town,
any tenants who have been displaced, have been uprooted not
only from their dwelling units but also from the Town which
they consider to be their home.

Further, certain populations living in the rent-controlled
units may have special problems in relocating or finding
other suitable housing. The extraordinarily high concentra-
tion of elderly persons living in the Town is one example.
Since many live on fixed or low incomes, and since the number
of elderly eiigible for the elderly subsidized housing in the
Town far exceeds the number of units in these complexes,
rent-controlled units probably have fulfilled a need for low
and moderately priced rental units for this population.

Some elderly tenants may hawve problems which excer-

bate the problem of insufficient income to purchase the unit
or find other comparable housing. Those who are ill or infirm
or otherwise physically incapacitated may be unable to seek
housing or go through the process of arranging a move. For
these people and for many of the elderly who depend upon
neighbors and merchants with whom they are familiar, or
special transportation services provided for the elderly by
the Town, to meet their daily needs, the trauma of disloca-

tion would be multiplied greatly.

24



There may be other population groups living in rent-
controlled units who would be particularly affected by the
dislocation which condominium conversions cause. One specific
population group thought to be living in such units is
families with children. The rent-controlled housing stock in
Brookline provides not only a good financial option for
families with low/moderate incomes but is also suitable
because of the spaciousness of many of the older units (both
in terms of number of rooms and size). Thus, any such
fami;ies may have special needs which cannot be readily filled
by the rest of the metropolitan area's housing market due

both to price and unit quality (size included) differentials.

Impact: The Political Structure

During the past year, the issue of condominium conver-
sion has become a focal point of the Town's attention and of
the Town's policy-making processes.

During the past ten months, several alternatives for
intervention have been presented to the Town's legislative
body, Town Meeting, for consideration. The most prevalent
proposal has been the virtual ban on condominium conversions
by way of banning tenant eviction in rent-controlled buildings
for the purpose of conversion. This proposal was rejected at
both the July and November, 1978 Town Meetings, although by a
noticeably slim margin in the November meeting (9 votes out

of a total of 224 present voting members). A moratorium on
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evictions for the purposes of conversion was voted at the
November Town Meeting effective until June 1979. A fact-
finding Committee was appointed by the Board of Selectmen
after the enactment of the moratorium. However, this Commit-
tee's Wwork was held in abeyance since funds for professional
assistance were requested and the Town Advisory Committee
deferred the allocation of such funds to Town Meeting.

In the May, 1979 Town Meeting, the proposal to ban
tenant evictions for the purposes of condominium conversion
was accepted. It is applicable only to properties affected
by Rent Control.

In the interim period of the past year, however, the
political division which previously existed among residents
in the Town over Rent Control, taxes, and other issues, has
grown and hardened as a result of individuals' views on the
issue of conversion and the voting positions of Town Meeting
Members and other officials on the related proposals.

Although policy-makers have had to make policy choices
several times during the past year, there has been no infor-

mation about the situation to aid them in these choices.
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Policy-Making and Research

The most recent vote of Town Meeting to enact a ban on
evictions makes it clear that the sentiment of Town policy-
makers is that the market situation which existed during 1977
and 1978 is unsatisfactory. It would appear, from the policy
legislated by Town Meeting's vote that the true objective
which the Town desires to achieve is to entirely stop conver-
sions. One could argue however, that in fact, the policy
adopted might not be sufficient toward achieving that end.

According to the Rent Control Board, only 35 evictions
were necessary to force tenants to leave (or purchase)
approximately units.23. If most tenants left or pur-
chased their units because the threat of eviction existed,
then perhaps the ban on evictions will be successful in stopp-
ing conversions. If most tenants left or purchased their
units because of pressure or harrassment (either from the
converter, the purchasers or potential purchasers of the
unit, or from other tenants in the building who purchased
their units and wished the conversion to become complete),
there are no guarantees that a ban against evictions will stop
conversions--particularly if converters believe that such a
ban is unlikely to withstand a court test.

Further, this might mean that converters will specifi-
cally choose buildings for future conversions with tenant
populations who are more likely to succomb to pressure oOr
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Focus For Study

The supply aspect of conversion is a particularly useful
and readily available source of information as to who or what
has precipitéted the conversion trend. Housing suppliers'
motivations should reveal some information as to the reasons
for the market behavior.

There are several types of individuals who could be
categorized as housing suppliers playing a role in the market
in which conversions have taken place. One obvious group are
those individuals who are responsible for the actual conver-
sions of properties. They will be referred to throughout this
document as the "converters." There are actually two sub-
groups within this group--owners of rental properties who have
converted the properties themselves, and those who have bought
the properties as rental properties and converted them to
condominiums (referred to throughout this document as the
"purchaser/converters ") . Another type of housing supplier are the
owners of rental property who sold their buildings to purchaser/
converters. And another group are those landlords who presently
own rental property in the Town of Brookline. One other group
in this category who may not be throught of as housing suppliers
but who appear to be directly involved in some conversions and
indirectly involved in most conversions, are the money-lenders
who have financed conversions (primarily banks and to a lesser
extent some private money-lenders).

Each of these groups of suppliers have a different per-
spective on conversions, and it would be desirable to under-

stand the perspective of each. However, given the limited time
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harrassment--populations such as the elderly.

It is also unclear as to whether there is consensus that
stopping conversions is really the desired objective. Most,
if not all, of the concerns of the community relate to the
consequences of conversions rather than the actual occurrence
itself. Thus, policy-makers in the Town must decide what
objective(s) they wish to achieve, and policy alternatives
must be formulated on the basis of these objectives. However,
in order to make informed choices about which policies will
have the greatest impact or will most effectively change the
market situation, it is necessary to have somé understanding
about why conversions are occurring and whether they are likely
to continue to occur. For example, if conversions have
occurred solely because of Rent Control policy in the Town,
it would be logical than conversion would continue to occur
among rent controlled stock, and it would be necessary to re-
consider and change such policy in order to affect conversion.

Further, it is presumed that both costs and benefits
exist with regard to the conversion phenomenon. Some of the
costs are obvious, as explained in the preceeding description,
although their exact extent is not known. Although it is
desirable to know more about the benefits and costs of con-
version in order to evaluate proposed policies and to refine
the desired objectives, the key aspect to developing alter-
native policies is obtaining information which will enable a
better understanding of the dynamics of the market in which
the conversion phenomenon has occurred, the extent to which

it has occurred and to which it is likely to continue to occur.
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and resources available to undertake this study, the researcher
chose to examine in depth the perspective of the converters in
order to obtain maximum information about not only why conver-
sions have been taking place at the recent rate, but also to
obtain data about how they have been occurring. Further, this
perspective represents the perspective of both subgroups
involved--the landlords who converted themselves and the
purchaser/converters.

Even prior to considering the guestion of why this trend
has occurred, it is necessary to understand the extent to
which conversions have actually affected the Town's rental
housing. Such an analysis regarding the environmental
characteristics of conversion may also highlight/point out
patterﬁs which suggest predictable nature of the phenomenon.

Data regarding the converted stock in comparison to other
multi-unit rental stock in the Town was gathered and analyzed
in order to determine whether any environmental or physical
characteristics have played a role in the conversion phenomenon.
This analysis is presented first in order to give the reader
a better sense of the proportions of conversions in terms of

how it has affected the rental stock in Brookline thus far.
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III. PROFILE OF CONVERTED STOCK
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The following chapter establishes a profile of converted
stock in order to provide information as to how conversion has
actually impacted Brookline's rental stock thus far. This pro-
file also provides a data base upon which to make assessments or
predictions as to what segment of the rental stock future con-
versions would be likely to affect.

There are many different characteristics which could be
used to compare converted stock to other rental (or in some
cases rent-controlled) stock. Such characteristics include
condition of building, captial improvement/maintenance history,
type of construction, building size, Rent Control status,
vintage, location, unit sizes, rental levels before conversion,
ownership history, types of amenities offered, and individual
adjustment (for rent-controlled property) history. Certain of
these might be more helpful than others in comparing the con-
verted stock to other rental stock. For instance, if there is
a pattern regarding the prior condition of the converted
properties, this might be key in determining which properties
are likely to undergo conversion. However, information for some
of the characteristics listed above or other characteristics
is simply not obtainable for all rental or rent-controlled
property. And some is not easily definable, such as the
condition of the buildings.

The first set of data that was gathered which is analyzed
here, is data regarding characteristics which are readily
identificable for all converted buildings and for all rental
buildings. These characteristics include: Rent-Control

status, vintage, and location of property. Building size (in
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terms of number of units) is available for all of the converted
properties. However, for purposes of comparison to the larger
‘rental stock population, this data is only readily available
for rent-controlled properties.

Data regarding unit characteristics which could be easily
obtained for rent-controlled property and for a sample of con-
verted properties was also gathered and will be analyzed in
this chapter. These characteristics include unit sizes
(number of bedrooms) and rental levels prior to conversion.

Some of the characteristics identified may be indicators
of other characteristics for which data is not readily avail-
able. For instance, building vintage may indicate the type of
amenities a building offers. Buildings constructed after 1960
are likely to have "modern" kitchens (i.e., recent appliances
and possibly garbage disposals and dishwashers) and bedrooms
(i.e., tiled showers or tubs), whereas buildings built before
1940 are not likely to have similar amenities but probably have
larger rooms, wooden floors, and high ceilings.

Since there was no data upon which to make initial assess-
ments or assumptions regarding possible findings about the
representativeness of converted stock, it was presumed that
any of these characteristics could be important in identifying
unique patterns of the converted stock.

The analysis reveals that the converted stock is not
representative of the larger rental stock populations (either
all rental stock or all rent-controlled stock) with regard to

any of these characteristics.
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Characteristics Of Converted Buildings

Size

As previously stated, sixty-two properties totaling 1,467
units have undergone conversion to condominiums since 1970.
(See Appendix A, List of Converted Properties.)

The majority of properties having undergone conversion
are either small buildings (10 units or less) or large build-
ings (26 units or more). Although some moderate size buildings
have been converted, this type of property represents only
about one-sixth of the total number of conversions (see Table
3-1) . The most dramatic increase in the rate of conversions
is exhibited in the moderate and the large property size
categories (see Table 2-1). The number of conversions of moderate size
buildings in 1978 (8) was four time greater than the total number which
had undergone conversion in the seven years prior (only 2).
The number of large properties which underwent conversion in
1978 (17) was over one and a half times greater than the total
number of large properties which had undergone conversion in
the seven years previous (10).

Compared to other rent-controlled properties, converted
buildings, which were previously under Rent Control, are not
very representative in size (see Table 3-2).

The available data on size category of buildings under
Rent Control is as of February, 1977. Although this data only
represents a static picture of the buildings in the Rent
Control Board's files at that time, the population of controlled
buildings has been fairly stable since the beginning of Rent
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TABLE 3-1

NUMBER, SIZE AND RENT CONTROL STATUS OF PROPERTIES CONVERTED

Total No. of Total No. of
Year of Conversion SIZE: 3-1Q Units 11-25 Units 26+ Units Converted Bldgs, Converted Units
1971 4 1 5 (71)
1972 5 1 2 8 (149)
1973 2 2 4 (119)
1974 1 2 4 (71)
1975 2 2 (13)
1976 1 1 (4)
1977 3* 1 3* 7 (116)
1978 Tx* 8 17 32 (924)
TOTAL 25 10 27 62 B (1,467)

*1 Rent Control Exempt Property
**2 Rent Control Exempt Properties SOURCE: See Appendix A

All others under Rent Control




Control.l Also, it should be noted that although buildings
which underwent conversion in 1977 or 1978 are included in
the rent-controlled building population, this number is only
36 buildings or less than 5% of the total number of rent-
controlled buildings (861).

Since the size categories used by the Rent Control Board
are not the exact size categories used in this document, the
data has been adjusted to provide an exact comparison (see
Table 3-2).

As in the distribution of converted buildings, the
smallest group of rent-controlled buildings are those of a
moderate size (13-24 units) (see Table 2-2). The proportions
of buildings in this size category pair up fairly close for
the two distributions -- 11% of all rent-controlled buildings
and 14% of all converted buildings previously under Rent
Control.

For the smallest size buildings, the gap between the pro-
portion of rent-controlled buildings and the proportion of
converted buildings previously under Rent Control, widens
(see Table 2-2). While over half (59%) of all rent-controlled
buildings have only 3 to 12 units, less than half (41%) of all
converted buildings previously under Rent Control are in this
category. Thus, small buildings have undergone conversion at
a disproportionately low rate.

And the most dramatic difference between the two groups
is in the largest size category of buildings. While less than
10% of all buildings under Rent Control have 25 or more units,

almost half (45%) of all the converted buildings previously
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TABLE 3-2

SIZE OF CONVERTED PROPERTIES

PREVIOUSLY UNDER RENT CONTROL

COMPARED TO SIZE OF ALL OTHER
RENT CONTROL PROPERTIES

Rent Controlled Buildings

(Previously Under)
Converted Buildings* (

Rent Control )

Size N 3 Size N 3
3-12 units 639 59% 3-12 units 24 41%
13-24 units 119 11% 13-24 units 8 148
25+ units 103 9% 25+ units 26 45%
TOTAL 861  79%** TOTAL 58 100%

*Data Adjusted for purposes of
exact comparison

Unadjusted Data: 3-10 units 22 38%
11-25 units 10 173
26+ units 26 45%
TOTAL 58 100%

**21% of rent controlled properties are in 1 and 2 unit buildings.
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under Rent Control are in this size category.

Obviously, then, large buildings previously under Rent
Control have been undergoing conversion at a disproportion-
ately higher rate. If this trend were to continue (even at
lesser proportions), the impact on the total number of avail-
able rent-controlled units would be tremendous. Eighteen of
the twenty-six buildings with 25 or more units which have
undergone conversion were converted in 1977 or 1978 (see
Appendix A -- List of Converted Properties). This constitutes
almost one-fifth (18%) of the total number of buildings with
25 or more units which are under Rent Control. And almost
half (42%) of all rent-controlled units are in buildings with
25 or more units. Therefore, almost 10% of the total number
of rent-controlled units depleted by conversion is due just
to the 1977/1978 conversions of buildings with 25 or more
units (see Tables 3-1 and 3-2). At this rate, if only
buildings with 25 or more units were converted, it would take
only six years to deplete about half of all rent-controlled
stock. This emphasizes the importance of identifying any
predictability with regard to future conversions both in terms
of stock characteristics and converters' perceptions and
motivations.

There are several possible reasons why, of converted
properties previously under Rent Control, large buildings
have undergone conversion at a disproportionately high rate.

One possible reason might be that it is more profitable for
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investors to convert large buildings. If there is a minimum
amount of capital which must be invested in either a small or
large building for renovation, and the large building would
not necessitate all that much more of an investment (e.g.,
because not all the units need renovation or will be given
renovation), then the probability is that a large building

may command a better rate of return in conversion because it
results in so much more of a gross sell-out price. This theory
will be addressed in the next chapter.

Another reason for this phenomenon might be that small
buildings are owned by a different type of landlord--either
(1) an occupant of the building or (2) a small owner with few
other real estate holdings who is not interested in the most
profitable way to exploit the property, but who is interested
in holding the property as secure income over a long period of
time or as a tax shelter.

A third hypothesis as to why small buildings have under-
gone conversion at a lower rate than large building is that
perhaps smaller buildings are able to offer owners a better
rate of return under controlled rents than large buildings.

One other reason for this occurrence might be related
to building vintage or locational factors among the converted

stock. These factors are explored in the following section.
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Rent Control Status

Most but not all properties having undergone conversion
were previously under Rent Control (see Table 3-1). Four of
the 62 converted properties listed in Appendix A were exempt
from Rent Control (see Table 3-1). Three of these exempted
properties are small properties (three unit owner-occupied
dwellings), and one is a large building which was constructed
after 1970. Thus, out of a total of 1,467 converted units,
1,432 (or 98%) were previously under Rent Control, and of a
total of 62 buildings, 58 (or 94%) were previously under Rent
Control.

The total number of rent-controlled units as of February,
1977, was 10,689. This constitutes approximately 57% of the
total number of rental units (roughly 18,609) in the Town.
Obviously, the proportion of total converted units which were
previously under Rent Control is much larger than this (98%).

Although it would then appear that the Town's Rent
Control system is in some way contributing to the conversion
phenomenon, such conclusions should not be drawn upon the
basis of this percentage.

Specifically, those properties which are exempt from Rent
Control are owner-occupied two and three family houses and
what is referred to as "new" construction (buildings con-
structed in 1970 or after). Many, if not most, two and three
family homes (owner occupied) are unlikely to undergo con-
version to condominiums because many people who purchase them
do so in order to use the rental income to pay mortgage

2

payments and/or property taxes. Further, new construction
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is unlikely to undergo conversion because much of it was
built with state or federal subsidies. Therefore, it is
not surprising that 98% of the converted units are in pre-
viously rent-controlled stock. Although this stock
constitutes only a little over half of all rental proper-
stock, it constitutes close to 100% of the multi-family

stock of four or more units built prior to 1970.

Vintage

The vintage of converted properties is primarily older
construction--i.e., pre-1940 (see Table 3-3). However,
except for one, all of the converted buildings built
between 1940 and 1960 have 26 or more units, therefore the
percentage of converted units built during this period is
much higher than the percentage of converted buildings.3
Further, except for one, all of the converted buildings
build during and after 1960 have 26 or more units, therefore

the percentage of converted units built during this period

is much higher than the percentage of converted buildings
built during the same period.4

Comparing the percentages of pre-1940, 1940 to 1959,
and post-1959 converted units to the same percentages of
total rental units (see Table 3-3), it appears that a dis-
proportionately large amount of converted stock is of the
1940 to 1970 vintage. However, because units are used as
the measure of comparison, this may not be an entirely
accurate representation of building wvintage. It is possible
that the converted buildings built prior to 1940 are simply
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TABLE 3-3

VINTAGE OF CONVERTED STOCK

% of Total Total Total ( Ratio )
Year Converted Converted ( Ratio of ) Converted Rental Rental (of Units) % of Total
Built Units Buildings (Units/Bldgs.) Units Units Buildings (Building) Rental Units
Pre-1960 699 45 (16/1) 47% 12,428 (?) (?) 67%
1940-1959 359 8 (45/1) 25% 1,626 30 (54/1) 8%
1960
Post=1960 409% 9 (45/1) 28% 4 ,555*%* 50 (91/1) 25%
TOTAL 1,467 62 100% 18,609 100%
SOURCE: Appendix A SOURCE: 1970 U,S. Census & Brockline Building
Permit List (1940 to present)
*383 of these units built between 1960 and 1970.
**Approximately 2,531 rental units built between 1960 and 1970.



smaller buildings than those of similar vintage which did not
undergo conversions, or that the converted buildings built
between 1940 and 1970 are simply larger buildings than those
of similar vintage which did not undergo conversion.

Since neither data regarding the total number of rental
buildings in the Town nor the number of rental buildings
built prior to 1940 was available, it was impossible to cal-
culate percentages for buildings in the same manner as was
done for units. However, it was possible to derive ratios
of units to buildings in order to detect whether those build-
ings built after 1940 which underwent conversion are likely
to be larger buildings than those of the same vintage which
had not ﬁndergone conversion.5

It appears from such calculations (see Table 3-3) that
the converted buildings built after 1940 are on average
somewhat smaller than the total rental stock built during
this same period. Therefore, it would appear that the initial
observation, that a disproportionate amount of converted
stock is of the 1940 to 1970 vintage, was correct.

It seems then that there is something specific about
stock built between 1940 and 1970 which makes it particularly
appropriate for conversion. One reason might be that these
buildings were all built specifically to be apartment build-
ings (whereas some buildings built prior to 1940 may have
been built for other purposes and later subdivided), and these
offer more amenities (such as spacious units) than buildings
built after 1959 because it became more expensive to build

and land became more scarce in the 1960's,
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Another reason for the disproportionate representation
of this stock could be due to the location and size of these
properties. In fact, all of the converted properties of 1940
to 1970 vintage have 24 or more units and all are located in
those six census tracts with the greatest number of converted

units (with only one exception).

Location

Conversions to condominiums have taken place almost
exclusively in the northern section of the Town. Only three
of the total known building conversions have occurred in
Census Tract 4011 or 4012 which comprises the southern section
of the Town (see Table 3-4 and Map, Exhibit A). This fact
is not surprising since the majority of rental units are
located in the northern part of the Town. The total number
of converted units in these two "southern" Census Traéts is
107. However, one building alone contains 96 of these units.
Because of this fact and because of the fact that only a
minimal number of rental units exist in Census Tracts 4011 and
4012 (see Table 3-5), the percentage of total rental units
having undergone conversion is so much higher for the Census
Tract 4011 (see Table 3-4).

The predominance of the converted units in particular
parts of the Town suggests that location has been a major
factor in the conversion phenomenon. Census Tracts 4008, 4001,
and 4002, which form the northeastern most part of the
Town, have the highest, third highest, and fourth highest
ranking number of known conversions, respectively. Interestingly
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DISTRIBUTION OF CONVERTED PROPERTIES BY (CENSUS TRACTS) LOCATION

TABLE 3-4

Census Tract Number 4001 4002 4003 4004 4005 4006
Number of Buildings 8 8 3 1 7 9
Number of Units 187 182 102 29 179 237
% of Rental Units Which
Have Undergone Conver— 9% 8% 9% 1% 9%. 13%
sion

4007 4008 4009 4010 4011 4011 TOTAL

Number of Buildings 6 13 2 2 1 2 62
Nurber of Units 88 317 30 9 96 11 1,467
% of Rental Units Which
Have Undergone Conver- 10% 14% 2% 1% 25% 1% NA

sion
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COMPARISON BETWEEN CONVERTED UNITS AND
RENTAL UNITS BY (CENSUS TRACT) LOCATION

TABLE 3-5

Census Tract Number 4001 4Q02%* 4003* 4004 * 4005%* 4006%* 4007
No. of Dwelling Units 2416 2593 1686 2904 2478 2399 1345
No. of Rental Units 2080 2259 1183 2327 2062 1758 915
Percent of Rental Units 86% 87% 70% 80% 83% 73% 68%
No. of Converted Units 187 182 102 29 179 237 88

*Rental construction since 1970 added to

1970 U.S. Census Data
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COMPARISON BETWEEN CONVERTED UNITS AND
RENTAL UNITS BY (CENSUS TRACT) LOCATION

TABLE 3-5
(Continued)

Census Tract Nurber 4008* 4009* 4010 4011 4012 TOTAL
No. of Dwelling Units 2617 1952 1200 1364 2061 25,015
No. of Rental Units 2278 1592 767 404 848 18,473*%*
Percent of Rental Units 87% 82% 64% 30% 41% 74%

No. of Converted Units 317 30 9 11 1,467

96

*Rental construction since 1970 added to 1970 U.S. Census Data

**136 units missing due to error in 1970 U.S. Census Data




enough these three Census Tracts are the closest to Boston's
commercial, business, and "medical" (i.e., the concentration
of the Harvard affiliated hospitals in the Longwood/Fenway
area) districts and to Cambridge (see Map, Exhibit A).

Census Tract 4001 is the closest to these areas, and a
rapid transit line into Boston runs right through the middle
of this Tract. The same rapid transit line runs through
Tracts 4002 and 4008, and each is also within the close
proximity of one other major rapid transit line and major bus
routes. Census Tracts 4002 and 4008 surround the largest
commercial district within the Town which is known as Coolidge
Corner. This intersection meets at the borders of Census
Tracts 4002 and 4008. Census Tract 4001 is also within
relatively close proximity to the Coolidge Corner area.
Further, there is at least one commercial "pocket" (e.g., two
blocks of small shops, a neighborhood grocery store, bank
branch, drugstore, etc.) on Beacon Street in Census Tract
4001. All are also in close proximity to major highways-—-
such as the Massachusetts Turnpike, Storrow and Memorial Drives,
and Route 1 which leadsAto areas south of Boston.

The areas with the second and fifth highest absolute
number of conversions (Census Tracts 4006 and 4005, respec-
tively), are contiguous with the areas mentioned above in
that they stretch along Beacon Street continuously from the
Coolidge Corner Area (see Map, Exhibit A).

The rapid transit line referred to above also runs
through Tract 4006 and along the border of Tract 4005. A
second rapid transit line also runs through Tract 4006.
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A major highway, Route 9, which connects Boston and
Brookline with areas to the west and with other major routes
such as the Massachusetts Turnpike'and Route 128, also runs
through Census Tract 4Q006. Further, these Census Tracts are
still relatively close to the Coolidge Corner area, Census
Tract 4006 is‘also close to the Chestnut Hill Mall (a more
regional type of shopping center with specialty shops),.and
each has some commercial activity. Census Tract 4005 has a
fairly sizable commercial "pocket" near the intersection of
Washington and Beacon Streets (the "Washington Square" area--
about four or five blocks of small shops and restaurants).
Census Tract 4006 also has a commercial "pocket" which it
shares with the adjacent Brighton neighborhood (the "Cleve-
land Circle" area--about three or four blocks of small shops
and restaurants), and some small shops and restaurants line
Beacon Street between these two areas--serving both of these
Census Tracts.

In the five Census Tracts mentioned, conversions have
diminished the amount of rental units by between 8% (Census
Tract 4002) and 14% (Census Tract 4008) (see Table 3-4).

The conversions, however, do not seem to be entirely
representative of the distribution of rental units by
location. Of the Census Tracts which have the six highest
numbers of converted units and the six highest numbers of
rental units, only four Tracts seem to pair up somewhat
closely according to rank for each characteristic (see Table
3-5). Census Tracts 4008, 4001, 4002, and 4005, which have

the highest, third, fourth, and fifth highest amount of
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converted units, respectively, also have the second, third,
fourth, and fifth highest amounts of rental units, respectively
(see Table 3-5).

' Census Tracts 4006, especially, and 4003, however, have
disproportionately higher amounts of converted units. And
Census Tracts 4004, particularly, and 4009, each have dis-
propértionately lesser amounts of converted units.

Locational features of both Census Tracts 4006 and 4003
may aid in explaining the desirability of the units in these
areas.

Census Tract 4006 is really comprised of'parts of two
distinctly different areas. One area, Fisher Hill, is com-
prised mainly of large lot single family homes, and the other,
the upper Beacon area, is comprised of densely-spaced multi-
unit housing along the Beacon Street "“corridor." As previously
stated, the area has two major MBTA lines running through it,
and is within fairly close proximity of the Washingtbn’Square,
Cleveland Circle, Collidge Corner shopping area, the Chestnut
Hill Mall, and Route 9. There is at least one large playground
in this Census Tract, and the public elementary school in it
(although it does not serve the entire area) is probably one
of the most desired schools in Brookline.

Census Tract 4003 is within very close proximity of two
major rapid transit lines, the Coolidge Corner area, and is
within close proximity to Cambridge and such major highways
as the Massachusetts Turnpike and Storrow Drive, It contains
two playgrounds, and there are other parks and playgrounds

nearby. The elementary school located in this Census
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Tract is also among the most desired in the Town. Further,
multi-family housing is interspersed with many older single,
two, and three family homes.

The residential character of both of these neighborhoods
together with the amenities each offers such as rapid transit,
good schools, parké, playgrounds, and proximity to shopping
areas and major highways, seem a solid explanation for the
disproportionately high levels of conversion in these areas.
Such desirability might make investors "more confident in
their ability to sell units in these areas.

Many of the same locational features which could be
attributed to Census Tract 4003 would also hold true for
Tract 4004. This Census Tract has the largest number of
rental units in the Town, and yet it has remained relatively
untouched by conversions.

One partial explanation for this could be that approximately
600 rental units have been added to this area since 1970 by
new construction. (Much of this new construction has been
partially subsidized by either the federal or state govern-
ments and therefore is subject to federal and state guide-
lines.) However, this would still mean that 1,727 rental
units in the area are pre-1970 vintage stock -- no different
from the stock composition of the other areas, and yet only
29 units have undergone conversion. A survey of census data
regarding the population by age, eccnomic, and social
characteristics and the breakdown of dwelling structures by
size compositiion in this Tract (i.e., 2, 3, 4 unit versus 5

or more unit structures) reveals no patterns which make this
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area at all unique.

One hypothesis for this phenomenon is that perhaps some
type of sub-market similar to that described by Roger Krohn
and E. Berkeley Fleming exists in this area. Krohn and Fleming
in their paper, "The Other Economy and the Urban Housing
Problem: A Study of Older Rental Neighborhoods in Montreal,"
describe an area where a non-economic relationship between
landlord and tenants prevails.6 The landlords described are
typically residents of the area and do not own property on a
large scale. They choose their tenants on the basis of similar
characteristics to themselves (often ethnic identification);
they may rely on informal agreements with tenants rather than
actual contracts or leases; they maintain lower than market
rate rents; and the relationship between these tenants and
landlords is generally less formal and often more social in
nature.

There is a sizable Chinese American population Census
Tract 4004 (see Chapter I--Brookline's Population) as in other
tracts in and around the Coolidge Corner area. It is possible
that if rental property in this area is owned by members of
this population group and rented to members of the same group,
these property owners feel certain ties and responsibilities
towards their tenants--preventing them from simply converting
or selling the properties. Or, these landlords may be less
concerned with the limitations put upon their rates of return
on investment by controlled rents than landlords who are
specifically profit-motivated.

Such a sub-market may also exist among another ethnic
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or cultural group whose presence in the Census Tract is not
identifiable using 1970 Census data.

Another reason for the disproportionately low number of
conversions in Census Tract 4004 might be that much of the
rental property in the area is owned by one or two property
owners who are not interested in conversion. If future
research proves that there is limited ownership of rental
property in this area, it would certainly be useful to under-
stand the motivations or perspectives of such individuals.

A final clue to the untouched conversion market in this
Census Tract, might be the nature of the physical terrain in
this area. The streets in the Census Tract comprise a series
of very steeply graded hills and can cause particular incon-
venience for residents in the winter months or for certain
population groups such as the elderly. However, this theory
seems less plausible since there are many single and two family
homes in this area which exhibit very marketable property
values.

Finally, one hypothesis which may explain the dispro-
portionately low number of conversions in Census Tract 4009
relates to the general condition of the housing stock in this
area. In preparing for the Town's FY 1980 Community Development
Plan, the Brookline Planning Department developed an index of
housing condition by enumerating the number of blocks with
moderate and major building deficiencies in each area.7 Census
Tracts 7, 9, and 10, Brookline Village (the Census Tracts are
grouped together by planning area designations), have 19 blocks
in this condition -=- the second highest rank in the entire Town.
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(The third highest ranking area has only 9 blocks). This does
not necessarily relate only to rental properties, but it may
indicate that rental properties are in need of so much repair
or renovation that it would take enormous amounts of investment
capital in order to make units in these properties marketable.

The Brookline Village area has recently been the target
area for the Town's Community Development Block Grant funding
for housing rehabilitation. However, according to individuals
involved in its administration, this program has not proved very
successful in funneling funding to sizable rental properties.8
Rather, its main focus has been single, two,aﬁd three family
homes. Thus, the poor condition of properties in the area might
reduce the market values of, even improved, units, and few
investors might be willing to utilize this stock because it
represents a greater risk in investment. Further, Census Tract
4009 may have had disproportionately fewer conversations because
its locational desirability is less than that of other Census
Tracts previously referred to.

As stated in the beginning of this chapter, data for some
characteristics of the converted stock is available, however,
such data is not easily obtainable for all of the converted
stock. This is particularly true of those characteristics
relating to individual units rather than buildings. The follow-
ing section is an analysis of some characteristics relating to

unit sizes.
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Characteristics of Converted Units

The analysis regarding unit size and rental level
characteristics of the converted stock is based upon data
collected in Sample A from the Rent Control Board's files.

Appendix B provides a detailed description of the way in
which both the sample and the data for this section were de-
rived. Although there may be some inherent biases in the
sample (Sample A) due to the manner in which the sample pro-
perties were chosen, the sample has been shown to be fairly
representative of the total population of converted proper-
ties with regard to building size and location (see Appendix
B). Due to the limitations of available data, this sample
can only be inclusive of stock previously under Rent Control.
However, given that 97.61% of all converted units were pre-
viously under Rent Control, it seems reasonable to use this
portion of the stock as a first base for investigation.

Sample A consists of 19 buildings (approximately 31% of
the total number of converted properties ) with 457 units
approximately (31% of the total number of converted units).
Seven buildings in the Sample have 3 to 10 units. This con-
stitutes 28% of the total number of converted properties in
this size category. There are four buildings in the Sample
which fall into the 11 to 25 unit category, and this consti-
tutes 40% of the converted stock in this category. And eight

buildings in the Sample have 26 or more units, which makes up
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about 30% of the converted stock in this category.

Unit Sizes

There are at least three different ways to measure unit
size differentials--number of rooms, number of bedrooms, and
square footage of units. Although all of these measurements
were obtained for most properties in Sample B through inter-
views, only the number of rooms and the number of bedrooms
could be accurately verified using files in the Rent Control
Board's office. Further, for information regarding those
properties which are included in Sample A but are not in
Sample B (i.e., where no interviews took place), the files in
the Rent Control Board office were the sole source of data
used. Thus, square footage cannot be adequately used as a
measure of unit size in this document. Aand, for the
purposes of comparing the converted units previously under
Rent Control to the total population of rent—confrolled
units by size, total number of rooms per unit is an inadequate
measure because this distribution is unavailable for the total
population.

It should, however, be noted that square footage and
number of rooms do account for disparities between units of
the same size (according to the number of bedrooms). For

example, information obtained on some of the converted two

bedroom units shows these units to vary in dimension from
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1100 square feet up to 1500 square feet and information ob-
tained on some of the converted three bedroom units shows
these units to vary from 1300 sguare feet up to 2000 square
feet. Although one might argue that such differences are
merely representations of the differences in property owners'
or developers' "perceptions" of size, in reality such dif-
ferences are probably accurate given the different architec-
tural styles and vintages of the properties represented in the
Sample. In a similar vein, differences in the total number
of rooms exist among units with the same number of bedrooms.9

Although the dispariﬁies mentioned above cannot be
accounted for in this analysis, it is important, in the
opinion of this researcher, to recognize that they exist.
Such disparities may have relationships to use, demand, and
value of properties as rental buildings and of units as
condominiums.

The largest number of previously rent-controlled units
which have undergone conversion, according to the Sample
data, are two bedroom (178 units or approximately 31%), one
bedroom (121 units or 27%), and three bedroom (117 units or
26%) units, respectively (see Table 3-6). The number of
studios and four bedroom units included in the Sample is
extremely small (under 5%--see Table 3-6).and the number of
units with five bedrooms (the largest units sampled) is almost
negligible. This, statements cannot be made with any degree
of reliability regarding these unit sizes.

57



TABLE 3-6

CONVERTED UNIT SIZES
(Number of Bedrooms)

Number of Bedrooms ] 1 2 3 4 S
Incident Per Sample
Property 7 12 1 9 3 3
4 52 12 3 12 1
9 26 10 37
1 4 4 6
6 6 10
13 35 22
3 30 6
1 4 17
3 34 6
1 20 1
4
13
2
3
TOTAL 21 121 178 117 15 4 455%
% 5 27 39 26 3 - 100%

*Total number of units in sample is larger than 455. However, same units
excluded due to owner occupancy.

SOURCE: Rent Control Board's files and interviews with converters.
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Compared to the distribution of unit sizes for all rent-
controlled units, the breakdown of converted unit sizes is not
too much different. (See Tables 3-6 and 3—7). Two bedroom
units account for the largest amount of units in both groups.
Approximately 39% of all rent-controlled units are two bedroom
units compared to approximately 39% of the previously rent-
controlled converted units sampled.

Although one bedroom units account for the next largest
group of units in both the total rent-controlled unit popula-
tion and the Sample, the proportions are dissimilar. Among
converted units sampled, approximately 27% are one bedroom
units. Among the total number of rent-controlled units, the
percentage of one bedroom units is close to 10% higher or 36%.
(See Tables 3-6 and 3-7).

Although three bedroom units also account for the next
highest ranking amount of units in both populations, the pro-
portions are again dissimilar. Among converted units sampled
there are approximately 26% three bedroom units. However,
this is about 10% higher than the incidence of three bedroom
units among all rent-controlled units--15%.

Thus, for one, two, and three bedroom units, the only ways
that the distribution seems to differ from the distribution of
rent-controlled units, is that one bedroom units seem to be
somewhat less likely to undergo conversion, and three bedroom
units seem to be somewhat more likely to undergo conversion.

This tendency may be due to several factors. The factors
which would probably have the greatest significance with
regard to understanding the conversion phenomenon would be if
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TABLE 3-7

SIZE CF CONVERTED UNITS PREVIOUSLY
UNDER RENT CONTROL CCMPARED TO
SIZE OF RENT CONTROLLED UNITS

Converted ( Previously ) No. of
Units (Under Rent Control) Bedrocms Rent-Controlled Units
N % N 3
21 5 0 387 4
121 27 1 3,476 36
178 39 2 3,746 39
117 26 3 1,429 15
15 3 4 552 6
4 = 5 71 -
6+ 36 -
TOTAL 455 100% 9,697 100%
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the uniqueness of the unit sizes is directly related to the
type of purchasers who are creating market demand for condo-
miniums. Perhaps potential purchasers need or desire three
bedroom units because they are primarily young families with
children or young families who expect to have children while
living in the unit. In a similar fashion, the disproportion-
ately small number of single bedroom units converted suggests
the hypothesis that single persons or childless couples do
not constitute the greatest portion of market demand among
condominium purchasers. If this is the case, it would con-
tradict the theory that condominium purchasers are comprised
of the "baby boom" generation who need housing alternatives
to the suburban single family home because they have remained
single or childless latef in life than previous generations.

Perhaps purchasers are simply interested in as much unit
space as they can afford to obtain because they feel that
larger units will yield a greater return on investment.

Regardless of purchasers' actual needs or desires,
converters may perceive that there is a greater demand for
larger than smaller (as defined by number of bedrooms) units,
and thus, they are choosing buildings with units of this
size for conversion.

Other possible reasons for the disproportionately high
number of three bedroom units and disproportionately low
number of one bedroom units may have little to do with demand
for particular units at all. If may be that the buildings
that investors have considered "appropriate" for conversion
because of their physical characteristics or investment
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potential happen to be those with more three bedroom units and
less one bedroom units. These theories will be explored

further in Chapter 1IV.

Rental Levels

In order to make a meaningful assessment of the nature of
rental levels for converted units prior to conversion, it is
necessary to compare the rents of converted units previously
under Rent Control with those of non-converted rent-controlled
units. Since the only breakdown for rental levels by unit
size (or number of bedrooms) which is available in 1978 data,
it was necessary to bring rental levels from earlier conversions
up to 1978 levels. (See Appendix D -- Methodology for Deriving
Mean Rental Levels.) Table 3-8 shows the distribution of mean
levels by number of bedroom groupings for each converted build-
ing in the Sample.

If one compares the mean rental levels of the sampled
converted properties to the distribution of rental levels for
all rent-controlled properties (see Table 3-8 and 3-9), the
following pattern emerges: the mean rents for converted units
are at least one rental category higher than the modal rent
category for units with none, one, two, and three bedrooms.

For units with four bedrooms, the mean rental category for
converted units is the same as the modal category for all rent-
controlled units. However, it should be noted that the number
of four bedroom units in the Sample is very limited (only 15
units). At five bedroom units the trend reverses, and the

mean rental category for converted units is lower than the modal
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Studio 1 bdrm. 2 bdrm. 3 bdrm. 4_bdrm. 5_bdrm.
$245+ $429* $240% $480* $479* $483*
$245% $318% $572% $309* $521 $312
$212 $315 $457* $322%
$ $171 $365% $365
$213 $377 $259 $396
$117 $324 $412
$292 $405 $357
$241 $337 $270
$221 $509 $445
$267 $289
$425
$306
$239
$147

MEAN RENTAL LEVELS: ALL SAMPLED CONVERTED UNITS
$233 $276 $347 $365 $500 $398

SOURCE: Rent Control Board files
*Data obtained for year other than 1978, and means imputed. See Appendix
D.
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" TABLE 3-9

1978 RENTS FOR ALL RENT-CONTROLLED UNITS

1 300 units distributed among rent ranges - ($5 higher) GA not complete.

2. 62 units - bedroom size unknown - distributed proportionately.

3 482 unheated units - assume fall into next rental category less than
$100, into 100-150; 100-150 into 150-200; etc.

4. Includes 1978 General Adjustment (11/20/78).

Bedroom 0 1 2 3 4 5 6+ Total
Rent .

0-100 2 47 0 2 0 0 0 51
100-149 28 134 56 18 1 0 0 237
150-199 @ 99 206 130 17 1 0 1077
200-249 - 695 245 30 2 0 2262
250-299 68 9% 6. 10 4 4 2624
300-349 20 258 378 239 88 5 5 1543
350-399 20 103 339 225 98 6 2. 793
400-449 10 55¢ 137 142 1 453
450+ 21 88 227 104 @ @é 657

71 36 9697

Total 387 3476 3746 1429 552

Modal rent category circled.

SOURCE: Brockline Rent Control Board
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rent category for all rent-controlled units. But the number
of five bedroom units in the Sample is so small (only 4 units)
that this part of the data cannot be given much credence.

It would appear that the average rents of the bulk of
the converted units (units up to three bedrooms) were at the
higher end of the scale for rent-controlled units. Further,
the distribution of rents for converted units is smsller than
the total distribution of rent-controlled rents. For units
with zero bedrooms the distribution is a great deal smaller--
it only spans‘four of the rental categories for all rent-
controlled units. (This may be due to the smaller number of
units sampled in this category (21)). However, ncone of the
converted one, two, or three bedroom units falls into the
lowest rental category, although each has some units in the
highest rental category.

The fact that the sampled converted units seem to have
generally higher rents seems to suggest that there is some-
thing inherently different about them. One possibility is
that some of these units are more desirable than the average
rental units in the Town. Although Rent Control has prevented
actual market forces from operating with regard to all units
under its jurisdiction, it is possible that the relative
relationship between rental levels of rent-controlled units
has maintained certain market characteristics.

The converted units which have not received individual
adjustments (shown to be roughtly 61% among sampled converted
units) have received General Adjustments to those received by
all other units.10 Thus, these converted units should be in
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the same relative position compared to other non-converted
units which also have not received individual rent adjustments.
Further, rental units which have received individual adjust-
ments have had the opportunity to "outrank" converted units
which did not receive individual adjustments.

Another possibility is that some of the converted units
are more costly to operate. Converted units which did receive
individual adjustments while maintained as rental units had
equal opportunities of receiving adjustments equivalent to
those received by other rental units. It would seem that
either these converted units started at higher rent levels
(before any adjustments were applied) or that they received a
greater incidence of adjustments (General Adjustments and
individual adjustments combined) or that they received higher
total increases (General Adjustments and individual adjust-
ments combined) than the non-converted rental units which

received individual adjustments.
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Conclusions

In conclusion, patterns can be found among certain
characteristics of the converted stock from which some
inferences may be drawn. The rent-controlled status of the
converted buildings is of itself meaningless because most
buildings with four or more units which are of pre-1970
vintage are under Rent Control. That large buildings (26
or more units) have been the prime target for conversions
seems to indicate that investors have them more condusive,
probably from an investment standpoint, for conversion.
This contention is further supported by the fact that of
the disporportionately large amount of newer stock (1940
or later vintage) which has undergone conversion, the
buildings range in size from 24 units to 96 units.

Further, location has been shown to be a primary factor
in conversion--particularly in the conversion of large
buildings and buildings of the vintage referred to above.
The census tracts with the greatest levels of conversion
have been shown to have many specifically desirable
characteristics which probably guarantee investors high
unit selling prices and ultimately profitable returns on
investments.

The relatively high rental levels of converted units
may be a further indication of desirability. However, this
characteristic may also indicate that these units or pro-
perties were more expensive to operate as rental properties

than the average rent-controlled properties. If this is the
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case, it may reflect upon motivations of the prior landlords
in selling or converting their properties rather than the
purchaser/converters' motivations for investing in them.

The preceding description thus suggests that the units
which have undergone conversion are among the newer, better
guality, more centrally located units in Town.

This analysis implies that as such units become converted,
not only is the supply of rental units diminishing, but the
overall quality of rental units, and most particularly of
rent-controlled units, is declining. This further emphasizes
the impact of conversion on the Town's rental stock.

What the profile of converted stock is not useful in pre-
dicting is whether conversions, allowed to occur unregulated,
would be confined to such "desirable" buildings as defined
here or whether conversions would only affect such properties
first and then move on to other older properties in worse con-
dition in other "less desirable" (according to the standards
described here) locations.

Even among converters interviewed, there seems to be
little agreement regarding the extent to which unregulated
conversion would occur. According to one converter, "Brookline
has an inordinate supply of well-built apartments appropriate
for conversion." Yet according to another converter active in
the Brookline market, "Not all buildings are appropriate for
conversions. [Such buildings must have] units with the right
lay-outs, parking, and a good location, and most of this supply

of buildings have been exhausted."
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In order to determine the answer to this question, three
factors would have to be examined. A more detailed assessment
of the Town's rental stock would have to be undertaken in
connection with in-depth surveys of converters' parameters
for choosing properties and a detailed study of the demand
sector of the market. The following chapter provides some of

this information from the converters' perspective.
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IV. THE CONVERTER'S PERSPECTIVE
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The following analysis regarding landlords' and converters'
motivational factors and perceptions of demand is an attempt to
define the operational forces in the Brookline housing market
which have prompted conversions to occur. It also is an attempt
to further refine the probabilities that conversions would con-
tinue to occur in an unregulated market and the patterns [in

this] occurence which might logically result.
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The Converters: A Profile

Most of the individuals responsible for the conversion
of the properties listed in Appendix A are professionally
involved in the real estate development or management field.l
Within this group, there are a variety of types of real
estate concerns. Some are primarily local businesses--con-
centrating their operations within the Town of Brookline.
Others operate, own, or develop real estate throughout New
England. Many range in between these two extfemes--operating
in the Boston metropolitan (e.g., some in only one or two
other communities, some in twentyv-five other communities).

There are a few individuals responsible for conversions
thus far, for whom real estate is an adjunct activity (i.e.,
owner occupants, those owning property for extra income,
those involved in real estate as a second profession-retired
persons). However, the number of persons in this category is
clearly in the minority.

Further, there are several individuals who have been
involved in multiple conversions and thus, a handful of
converters are responsible for close to one third of the con-
versions listed in Appendix A.2

Although initially it was the sense of this researcher
that most converters were "outsiders" who purchased the
buildings for purposes of converting them, that does not seem

to be the case (see Table 4-1). Among the properties included
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in Sample A, the majority of small buildings were converted
by the prior owners of the buildings.3 The largest buildings
in Sample A, however, were primarily converted by individuals
or companies who bought for the purpose of converting. 2And
among the moderate size buildings in Sample A, both appear
to be the case (although the number sampled is very small).

Further, the purchaser/converters are primarily large
real estate concerns. For purposes of discussion in this
document, large real estate concerns will be classified as
those which own or manage 5 or more properties in the Town
itself or those which are involved in real estate development.
Among the small buildings sampled (Sample A), two out of the
seven converters could be classified as large real estate
concerns. And among the moderate size and large buildings
sampled, all of the converters represent large real estate
concerns.

This means 1) that owners of large buildings are not
doing the conversions themselves, while owners of small
buildings are and 2) that large real estate concerns appear
to be only interested in purchasing buildings with more than
10 units for conversion. This is confirmed by some data
collected through interviews with converters regarding their
parameters for choosing properties.

Three converters representing large real estate concerns

stated that there were specific characteristics that they
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sought in locating a "good" property for conversion. Two of
these subjects specified building size. One stated that his
firm sought a property in the 10-50 unit range, and another
gave the researcher a copy of prepared written criteria which
stated that the company sought a property in the 50-150 unit
range. Although the third individual did not state that a
property of a specific size was sought, the building chosen
had over 26 units, and it is assumed, based upon the descrip-
tion of other characteristics which were sougﬁt, that this
firm was seeking a building with more than 10 units. Other
criteria stated by these converters are described in

Appendix E.
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The Decision to Convert

In order to better understand the phenomenon of condo-
minium conversion in Brookline, direct gquestions regarding
the decision to convert were administered to subjects in
Sample B (see Appendix C--Data Collection Instruments).
Subjects who stated that real estate development
is their profession were asked 1) whether developing and
selling condominiums is a usual part of their business and
2) why they decided to develop and sell condominiums in
Brookline. Subjects who stated that real estate is not their
profession were asked why they purchased the property and why
they converted the property from rental property to condo-
miniums. (See Appendix C.)

A total of eleven different individual converters res-
ponsible for the conversion of sixteen different buildings
were interviewed. This constitutes roughly 26% of the total
number of different individual converters responsible for the

conversion of the properties listed in Appendix A.4

Prior Owners Who Converted

The motivations of three of the five owners of rent-
controlled property who were interviewed centered around Rent
Control. One owner's motivation clearly related to his
desire to rehabilitate the property. He stated several reasons

for his attachment to the property and statea that he did not
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want to see it become a "shabby building." But he felt that
he could not afford the necessary rehabilitation "property"
under Rent Control. And although the conversion of one other
property owned by this subject was due to other motivations,
the subject stated that he was converting the one other rent-
controlled property he owned. These three buildings consti-
tuted the sum total of the rent-controlled property he owned
in the Town. He retained ownership of other :ental property.

Another converter stated that he converted the property
"to get out from under Rent Control." This response did not
represent only financial reasons. The subject's answers to
other questions implied that other aspects to the Town's Rent
Control system made him reluctant to deal with it on any
grounds, and his behavior is evidence of this.5
The owner stated that he totally rehabilitated his property
(it was a pre-1940 vintage property) while it was a rental
property. He never sought any individual rent adjustments,
however, from the Rent Control Board to compensate for these
expenditures.

A third converter stated that the property was converted
because it was losing money. Although he alluded to Rent Con-
trol as a primary reason for this situation, he stated that
he had no intentions of converting any of his other rent-
controlled property.6 This subject also stated that the took

out a bank loan to finance a major capital improvement (a new
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boiler) while the building was maintained as a rental property,
but sought no individual rent adjustments from the Rent )Con-
trol Board. The fact that this converter picked only this one
building for conversion seems to indicate that perhaps this
building would not command a satisfactory rate of return even
in the absence of Rent Control. The building had an extremely
high tenancy turnover rate (approximately 50% per year) which,
the owner indicated, had taken its toll on the building.

Thus, two of these converters were motivated by financial
factors relating to Rent Control. The motivations to convert
for two other of the six owners/converters interviewed also
centered around economic issues.

One converter (a small investor), who had been using the
paper loss on the property to shelter other income, stated that
he became angry that a property tax rebate had to be split
among tenants, and converted the building over the "principle"
of the issue. (He owned only this building.) And one rent-
control exempt property was converted because, according to
its owner, it was not providing an adequate return on invest-

ment.

Previous Owners Who Sold

Although individuals in this group were not interviewed,
the fact that the sales of their properties were profitable

for the sellers is obvious.
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Prices were obtained for eight of the nine properties
sold to converters. In all except for one of these cases, the
seller received between five and seven times the annual rental
income for the building. (The exception was that one converter
only paid four times the annual rental income. However, this
building was purchased from an estate.)

According to the Greater Boston Real Estate Board, market
values for residential rental real estate sales in the metro-
politan Boston area probably vary between thrée and seven times
the annual rental income for the building, and five times the
annual rent roll would probably be considered a good selling
price.7 The average ratio of sales price to rental income for
the sale of rent-controlled properties in Brookline which did
not undergo conversion, between January, 1976 and October,

1977 was 4.5.8 Thus, purchasers are willing to pay greater
amounts for rent-controlled property for the purposes of con-
version than for the purposes of maintaining them as rental
properties, and the sellers of these buildings were probably
motivated to sell to converters at least partially because of

these higher sales prices.

Purchaser/Converters

As stated previously, all of the subjects who bought
properties for the purposes of conversion (8) (see Table 4-1)
are large real estate concerns. And all answered that

developing and selling condominiums is a usual part of their
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TABLE 4-1

OWNERSHTP BEFORE CONVERSICN

Size of Buildings: 310 ll—25 26+ Total

A B B

A B A

A A A

B A B

A A*

A B

A B

- - B
Total 7 4 8 19
Total A 6 2 3 11
Total B 1 2 5 8

*Outsider brought in to do conversion--but ownership retained.

A-owned prior to conversion

B-bought for purposes of conversion
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business, although a few said that this has only recently
(during the past year or two) become the case. All except for
one of these subjects stated that they actively sought a
building or buildings for conversion. (The exception was one
developer who was approached by the seller of the building to
buy it for conversion.)

Two converters were specifically interested primarily in
doing rehabilitation of older vintage housingf One chose
condominium conversion (although his firm is active in the
development of rental housing) because "it was a chance to do
a high quality product," and "there are so few opportunities
left for this in the privately financed market." Another
converter stated that he sought a building for conversion in
order to expand the firm's business beyond the rental market
for economic reasons. Another stated very plainly why his
firm chose to do a condominium conversion in Brookline, "for
profit." And yet another pointed to the demand for condo-
miniums in general, the demand for housing ownership in
Brookline, and the lack of available new construction sites
in the Town as the reasons for his firm's involvement in the
conversion market. "Let's fact it," he said, "condominiums
are the wave of the future.”

Thus, for each converter in this category, the purchase
and conversion of the building was a business opportunity--

an opportunity to make a profit and, for some, to achieve
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other objectives as well (such as the rehabilitation of an
older property).

Perhaps more than an opportunity, conversions are a
necessity for some of these real estate firms. Almost all of
these firms do some real estate management and some real
estate development. Some of these firms may be limited in
the development aspects of their business at the present time
because financing costs are so high (probably not of concern
to the largest firms) and construction opportﬁnities are so
limited--particularly in the metropolitan Boston area. Con-
versions fill this gap well. And the lucrative nature of
conversions can only be adequately demonstrated by examining

the financial aspects of at least one conversion.

The Financial Analysis of a Conversion

Since large buildings have been converted at a dispro-
portionately higher rate than the small and medium size
properties, and since all of the medium and large properties
which have undergone conversion were converted by large real
estate concerns, 75% of whom purchased properties for conver-
sion, it is appropriate to focus on the purchase and convert
transactions by such firms or companies.

It is impossible to describe the financial arrangements
of a "typical" conversion. No such thing exists. Each con-
verter makes his own arrangements with regards to investment

and financing according to his own financial capabilities,
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connections to money-lenders, and needs specific to the
property undergoing conversion. According to a local banker,
more than one converter active in the market are able to
obtain the necessary funds for the purchase and rehabilitation
of a building without putting up any collateral or equity in-
vestment. Further, some of the banks themselves become
involved by lending all of the necessary funding and becoming
partners with the developer so that they receive a cut of the
profit after the units have been sold.

Regardless of the purchaser's arrangements with the bank
or other money lenders, it is possiﬁle to demonstrate the
lucrative nature of the finances of conversion with almost any
of the cases for which financial data was obtained (Sample B).8

The following is a narrative of Exhibit B--The Financial
Analysis of a Recent Conversion.9 The purchase price of the
property was $1,306,778 (a multiplier of five times the annual
rents). The converter assumed the first mortgage on the
property. The balance of this was $746,566 (line 3). The
remainder of the purchase price was paid in cash. Thus, the
converter's initial equity investment was $560,212 (line 2).

After the first eight to ten units were sold, the first
mortgage was paid off. This was done no more than about three
months after purchase. Therefore, debt servicing costs were
figured on the basis of three months time, and this turns out

to be about $9,332 (line 5). The converter's other costs add
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10.
11.
12.
13.
14.

EXHIBIT B

THE FINANCIAL ANALYSIS
OF A RECENT CONVERSION

Total Purchase Price
Equity Investment

Debt Servicing Costs

Other costs

a. Rehabilitation
b. Marketing

c. Legal/Acc'ting
d. Overhead
Total Costs

GROSS SELL OUT PRICE
Mortgage Balance
Sub-total

Costs

NET

Equity

PROFIT

(3 mos.)

Simple Cash Return on Investment

83

$ 180,000

210,000

(=)

(=)

41%.

$ 1,306,778
$ 560,212+
$ 9,332
$ 390,000
$ 399,332
$ 2,100,000
$ 746,566
$ 1,353,434
399,332
$ 954,102
$ 560,212
$ 393,890




DEBT SERVICING COSTS

3. Mortgage Balance $7L46,566 Rate: about 5%% (1964 mortgage)

4 Year Interest Repayment to Principle Balance
) 15 $37,328 Unknown
(3 months
$9,332)

¥Prime Interest Rate in 1964. No HUD statistics available on mortgages
prior to 1967.
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up to about $390,000 (line 6). Thus, his total costs for the
project are $399,332 (line 7).

The gross sell-out price on the building would be $2,100,
000 (line 8). After deducting the mortgage balance this would
leave the converter with $1,353,434 (line 10) which nets to
$954,102 (line 12). After deducting the converter's equity
investment, the profit remaining is $393,890 (line 14). The
converter has made a simple cash return on his investment of
approximately 41%. |

The converter's internal rate of return would actually
be much higher since the conversion creates several tax ad-
vantages for him. First, the income from the sale of the
units 1is treated preferentially because it is a capital gain
(which was taxed at a maximum rate of 35% prior to the 1978
Tax Reform Act and is taxed at a maximum rate of 25% since
the time that the Act has taken effect). Second, he can
deduct some depreciation while he holds the building. Third,
his taxable gain after selling the units is also less because
he can deduct the undepreciated basis of the building. Thus,
the gain which is taxed is not the $2,100,000, but this figure
minus the undepreciated basis. Further, the debt servicing
costs (mortgage interest) and the property taxes he paid dur-
ing the two year period in which he held the building are also
deductible. Finally, most properties show a loss during the

conversion period. Thus, the converters can deduct this from
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their taxable income.

The incentives to convert seem to far outweigh the in-
centives to hold or purchase rental property. According to
its staff, the Rent Control Board allows an annual rate of
return of anywhere between 6% and 11%. Assuming that the
conversion took a total of two years (72% of the units were
actually sold before the end of the first year in this con-
version), the converter's rate of return was 41% for two
years (equivalent to an annual rate of return of 20.5% had he
received his profit evenly over the two year period). 1In
order to make a similar profit on a rent-controlled rental
property, a landlord would have to hold it for almost four
years even if the maximum rate of return were allowed.

According to one large real estate company the annual
rate of return for a non-rent-controlled rental property in
the Boston area (which has been held for ten to fifteen years)
may be anywhere from 5% to 15%. And according to another,
this return is usually between 10% and 12% for the successful
properties.10 Thus, in order to make a profit similar to the
converter's, a landlord holding a successful non-rent-controlled
property would have to hold such a property for almost three
and a half years. And according to one large real estate firm
it is impossible to make the types of returns referred to
above if one is buying rental property today because costs

(primarily financing) are so high.ll
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Further, the converter's tax advantages far outweigh the
landlord's tax situation since all of the converter's income
from the sale of the units is taxed at the advantageous capi-
tal gains tax rate while the landlord's income is taxed at the
normal rate. And the converter has received all’of his pro-
fits in today's dollars (which are more valuable than tomorrow's
dollars) while the landlord's profits are spread over the
period during which he holds the property.

The only advantage of holding the rental property
appears to be that it provides a steady stream of income which
is probably most appealing to the small investor; This type
of investor probably does not have the liquid capital or fin-
ancial connections necessary to do such a conversion. How-
ever, for the large investor, specifically large real estate
concerns, a steady stream of income is unimportant, and the
substantial profits and tax advantages which conversions pro-
vide are quite appealing.

Conclusions About the Decision to Convert

This analysis suggests several things about the decision
to convert. Firstly, it suggests that prior owners of rental
property are motivated in part by Rent Control and in part by

other finanaial considerations. Secondly, it suggests that conver-
sion is lucrative for both sellers of rental property and purchas-

er/converters. Sellers are able to obtain higher sales prices
if they sell the buildings for conversion than if they sell

the buildings as rental property. And purchasers are able to
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profit on conversions because of the disparity between the
purchase prices of these properties as rental buildings and
the gross sell-out price of the buildings as condominiums.
One probable cause of this disparity is that the purchase
prices of the buildings are depressed due to controlled rents.
Although sellers are obtaining better prices for their pro-
perties as potential conversions, they are not obtaining the
maximum prices which they could obtain if the rental income
were higher (which it undoubtedly would be wiﬁhout Rent
Control).

This suggests that without Rent Control there would be
less of a disparity between the purchase price and the sellout
price. Perhaps this disparity would be so much less that con-
versions would not occur.

All of the individuals representing large real estate
concerns were asked whether they thought conversion would
continue or would occur at all in the absence of Rent Control.
Although many said they thought the rate of conversions would
drop (considerably according to some, minimally according to
others), none thought that conversions would not occur.

However, the depressed nature of the purchase prices also
suggests that even with Rent Control, as landlords become
more aware of the greater value their properties hold for
converters, the purchase prices would eventually rise, the gap

between low purchase prices and high sell-out prices would
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narrow, and conversions would slow down and perhaps eventually
cease.

The analysis above presumes, however, that the disparity
between value of a property for rental and its value for con-
dominium sales is due only to the depressed sales price. If
demand is strong enough to absorb increased sales prices so
that the disparity would not necessarily narrow as purchase
prices go up, then the role of Rent Control is lessened.

Thus, it is necessary to examine demand through converters'
eyes in order to determine their assessment of its relative

strength.
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Perceptions of Market Demand Among Converters

Converters' Views of Demand and Future Prospects

Several converters when asked why they chose to develop
condominiums in Brookline pointed to the unsatisfied and
intense demand for condominiums in general and for ownership
of residential property in Brookline. Many seemed to feel
that this demand is far from satiated. It is these percep-
tions and the perceptions that people are willing to pay a
premium for ownership which suggests that the disparity
between the value of these multi-unit properties as rental
buildings and the value of the same buildings as condominiums
is not entirely due to depressed selling prices, but may also
be in large part due to the inflated values of individual
units as condominiums.

Almost every converter interviewed contends that at least
one of two factors account for the recent and current levels
of demand for condominiums in Brookline--1) economic factors
which are making condominium ownership more popular and 2)
the desirability of the Town.

"Current inflation and the economy have made people more
aware of the advantages of owning versus renting" stated one
converter. Another stated that condominium owners "are [the]
biggest promoters" of condominiums. They and the press are
"our best sales people" because they're "constantly talking

about the increase in value [of condominiums/real estate] and
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inflation." Another converter stated that ownership is "such
a good hedge against inflation that people are not afraid of
high interest rates." Another felt that several factors
account for the high levels of demand for condominiums--1) "the
buy now, rather than later attitudes" which are prevalent
today, 2) [the state of] "the housing market in general,"”

3) "the increased number of single adults (e.g., single women,
divorced parents)" needing this type of housing, and 4) the
lack of availability of "middle priced housing for first-time
purchasers." "It is this traditionally large part of the
market [first-time purchasers] which has been priced out of
the market."

Several converters when asked about demand for condo-
miniums in Brookline pointed to specific features of the Town
which make it particularly desirable. Said one, "Demand is
higher than supply because it's a desirable Town. [Its] real
estate values are good and are rising. The gquality of thg
public schcols [adds desirability]. The Town is close enough
to Boston to have the same advantages (e.g., an urban charac-
ter) without the disadvantages (e.g., Boston's taxes and crime)."
Another stated, "Demand [for condominiums in Brookline] will
increase due to Brookline's proximity to Boston. [This
proximity has become even more desirable in light of the oil
crunch." A third converter gave these reasons for current

levels of demand, "Brookline has a fine school system; the
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Town is fairly well-run, and it's close to Boston." Another
similarly said, "Brookline is desirable due to its services,
location, and schools."

Almost all stated, when asked about the likelihood of a
continuing demand for condominiums in Brookline, that demand
is likely to increase. None of the subjects stated that they
think it is likely to decrease. Demand will increase, said
one, because of "the housing shortage and the price differen-
tials between single family homes [and condosi in value and
costs. People cannot afford to buy single family homes."
"Demand will grow," stated another, "everyone--older people,
young families, young marrieds, professionals--is willing to

purchase over paying higher rent."

Marketing

The lack of emphasis placed on marketing by converters
further indicates why converters preceive such intense demand.
Half of the converters interviewed stated that they
geared their marketing of the condominium units simply towards
tenants living in the building and the public in general and

stated that there was no marketing aimed towards specific

types of population groups. Although the other half stated
that they did gear their marketing to particular population
groups, most did not use any different marketing techniques

than the group mentioned above.
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In most cases converters used one or more of the follow-
ing marketing methods: classified newspaper advertisements,
a sign on the building or premises advertising the sale of
the units, and a model unit open for viewing by prospective
purchasers. (Only in one case where the converter specifi-
cally sought single young professional people as purchasers
was another marketing technique mentioned. Specifically,
advertisements were placed in cultural events_programs.)

Marketing costs, given by the converters interviewed,
range from zero to a maximum of 2 1/2% to 3% of the total
costs incurred by the converter for each project. According
to the breakdown of costs supplied by the converters in
Sample B, the only significant expense in this area is the
model unit, and this technique was used by only a few con-
verters. At least one converter however, mentioned that
much of this cost may be recouped by reselling the contents
of the unit. A few converters stated that their marketing
costs were minimal because of the intense demand for the units.
Three converters had zero marketing costs. One such converter
of a partially converted (that is partially sold out) building
stated that no marketing ever had to be undertaken because
word of mouth and interest generated from a previous conver-
sion resulted in purchase offers on all available units even

before the time the firm intended to begin marketing.
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With the exception of one small building where all of
the tenants purchased units, the sales process for conver-
sions taking place prior to 1977 ranged between four months
and fourteen months, according to converters (see Table 4-2).
Although it is difficult to obtain an exact sense of sales
periods for buildings converted in 1977 and 1978 because many
sampled were caught}in the moratorium on evictions voted last
November, it appears that sales have gone somewhat faster in
the more recent conversions. (See Table 4-2). One large
building took between fifteen and sixteen months to sell out.
However, two buildings in the moderate size category took only
two and a half months and seven months to completely sell out.
For the rest of the buildings where 50% or more of the units
have been sold, the time period has varied from three months
to eight months.

It should be noted that the data in Table 4-2 was ob-
tained by asking converters how long it took to sell all of
the units. However, the word "sell" was not defined in any
particular way. Therefore, some of the converters may have
been using the time by which they had offers and deposits on
the last units, while others may have been using purchase and
sale agreements as a reference, and still others may have been
using actual closings or the legal transfer of ownership for
all units to define the sell-out period. Based on the assump-

tion that such variation exists in the data and based on the

94



1)
2)
3)
8)
5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

Percentages given indicate the amount of units sold.

TABLE 4-2

LENGTH OF SALES PROCESS FOR CONVERTED UNITS

Marketing Period

14 months
1 year

11/4 - 1/3 year

3 months, 89%
11/2 year

No data

2 1/2 months

4-5 months

8 months, 72%
3 menths, 95-99%
6 months, 71%

All purchased by tenants

6 months 50%
7 months

3 months, 50%
3-4 months, 50%

Size of Bldg.

Year of Conversion

small
medium
large
large
large
small
medium
large
large
large
large
small
medium
medium
small

large
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1971-76
1971-76
1977-78
1977-78

1971-76

1977-78
1971-76
1977-78
1977-78
1977-78
1971-76
1977-78
1977-78
1977-78

1977-78



projected extra months it would take to sell out the remaining
units in the buildings currently frozen in the conversion
process, it appears that the average sell out period for the
sampled converted buildings is roughly nine months to one
year. Some of the smaller buildings, however, tend to sell
out in shorter time periods.

Although there are no standards against which to compare
these sell-out periods, the fact that some converters have not
had to concentrate any substantial resources in marketing
reflects not only the intensity of demand but further

substantiates the desirability of the units.

Purchasers

According to converters, an average of approximately
one-third of the units in the sampled properties (Sample B)
were purchased by prior tenants. And an average of another
third of the units in the sampled properties (Sample B) were
purchased by persons previously residing in Brookline (see
Table 4-3). This data must be qualified by several factors.
Foremost among these qualifications is the fact that it is
based upon perceptions of converters. Data regarding the
number of purchasers previously residing in Brookline was not
obtained for all sample properties (see Table 4-3). Further,
calculations for both the number of previous tenants and pre-

vious Brookline residents purchasing the units in each building
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TABLE 4-3

PURCHASERS OF CONVERTED UNITS

Approximate Percentage Approximate Percentage Size
of Prior Tenants Who of Brockline Residents of
Purchased Units Who Purchased Units Bldg.
( includes: percentage of
1) 30% prior tenants who pur- small
chased)
2) 21% med.
3) 8% large
4) 5% large
5) 22% 30-33% large
6) 50% small
7) 25% 42% med.
8) 25% 70-76% large
9) 25% 60% large
10) 50% 70% large
11) 73% 80% large
12) 100% 100% small
13) 38% med.
14) 11% 50-60% med.
15) 20% 20% small
16) 33% 72% large
Mean 33.5% 60.3%
Percentage:

Data Obtained from Sample B.

Year of
Conver-

sion

1971-76
1971-76
1977-78
1977-78
1977-78
1971-76
1977-78
1971-76
1977-78
1977-78
1977-78
1971-76
1977-78

1977—78‘
1977-78

1977-78

Where building not sold out calculations based upon the number of units

sold.

97



were made on the basis of number of units sold for seven
buildings which have not been completely sold out. Finally,
some percentages were calculated by the researcher on the
basis of definitive numbers of units given by the converters,
yet other percentages represent estimated percentages given by
the converters.

If this data proves to be an accurate reflection of the
number of previous tenants and Town residents purchasing
units, then it will probably change the assumptions of many
regarding the amount of dislocation caused by conversion. The
most important information in this regard is from what types
of housing that segment of non-tenant Brookline residents
(which converters think to constitute close to one-third ofv
all purchasers) come. If such,residents are vacating other
similarly priced rental units which are not undergoing con-
version, the pressures on the Town's rental property is
likely to be a great deal less than if such residents are
leaving other types of housing (such as other owner-occupied
units).

According to converter perception, the predominant groups
of purchasers are young working/professional people (either
singles or childless couples in the 25-40 age range) and older
people (either "empty nesters"--those 55+ or older persons--
age 65+). These populations would seem to corroborate the

way in which desirable locations are defined. It
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is logical that older people would want to be living in close
proximity to shopping and transportation. However, this des-
cription of purchasers seems to contradict the disproportion-
ately high number of three bedroom units (roughly a 10% higher
incidence) which have undergone conversion (according to
Sample A). It does however, support the theory that pur-
chasers desire spaciousness in units (in terms of the number
of rooms).

The buildings which are attracting other populations
(either those of mid-life age range--35-45--with children, or
young families with children) are those buildings with larger
units (three or more bedrooms). Also, the sampled buildings
which have attracted more of these populations are the smaller
buildings (3-1Q units).

Although the majority of converters alluded to demand as
primarily coming from young working, professional, or older
population groups, many made other statements supporting the
theories that a substantial amount of demand exists among young
families with children.

One converter characterized demand for different types
of units: "For family-sized units (three bedrooms or more),
its ravenous. For small, one bedroom units [catering to the]
single person, its high. And for the better quality elevator
type buildings where older wealthy people have lived in the

past, its moderate." Further, many converters listed as
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primary among Brookline's desirable characteristics, which
presumably create a large market of potential purchasers, the
Town's reputable school system. If this is drawing potential
purchasers from outside of Brookline into the Town, it would
seem logical that many of such persons or families with
school-age children would be looking primarily for units with
three or more bedrooms. And, if as another converter stated,
the demand for condominium ownership is prima;ily coming from
the group of "would-be" first-time purchasers who have been
priced out of the market of single-family homes, it would
seem logical that many of these purchasers would be families
with young children.

This analysis may have a more than one implication.
First, it should caution against overemphasizing the impor-
tance of the childless population groups (i.e., young singles
and those in the 55+ age category) in the demand sector.
Second, it may mean that there is a strong, but as yet un-
satisfied, demand from such population segments as young
families with children (for larger units). This demand is
probably unsatisfied due to the nature of the majority of
buildings which have undergone conversion thus far (primarily
those with one and two versus three or more bedroom units)
according to Sample A.

Obviously, converters sense intense demand for condcminium

ownership from several sectors of the population. They feel
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that it will survive and grow in the Brookline market. And

if the theories postulated above are correct, potential

levels of demand have not been satisfied by the current supply
of condominiums.

The preceding analysis of converter perception of demand
suggests that converters sense that there is greater demand
for condominium units in Brookline than the available supply.
Where demand exceeds supply in this manner, people are usually
willing to pay higher prices. Thus, it is logical that if
sellers raised the sales prices of their buildings, demand

could absorb some of this price increase.
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Conclusions

There are several conclusions which can be drawn from the
analysis presented in this chapter. (1) Landlords are moti-
vated to convert at least in part by Rent Control, and for
most economic factors are prevalent in the decision to con-
vert. (2) Conversions are obviously lucrative for both
sellers and purchasers of property. (3) The lucrative nature
of conversions is caused by the disparity between the value of a
building as a rental property and the value of a building as condo-
miniums. (4) This disparity is caused by both depressed
selling prices of rental properties due to Rent Control and
inflated selling prices of individual condominium units due
to intense demand for ownership.

Based upon this analysis, this researcher believes that,
in the absence of any regulation with regard to conversion,
the following would occur. Sales prices of the rental pro-
perties would be likely to rise as landlords became aware of
their greater leverage with purchaser/converters. Demand
would probably be able to withstand such price increases for
at least the rest of the "best" units (newest, those with the
most convenient location, etc.).

Simultaneously more landlords would probably attempt to
convert their properties on their own as they realized that
converters' profits represent the difference between their

selling prices and the selling prices of the individual units.
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Those landlords with the "better" units (as defined in Chapter
IT) who have the. available capital or further financing
capabilities (i.e., where the building does not already have
multiple mortgages) for any necessary rehabilitation would
probably be successful in their attempts. The success of
others' attempts to convert would depend upon the true levels

of demand in the market.
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V. IMPLICATIONS FOR POLICY-MAKING
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What does the preceding analysis mean for policy-making
in Brookline or in other communities? If the current levels
of demand for ownership and the disparity between the value
of rental property and the value of owner occupied property
continue or increase, there is probably little that policy-
makers in Brookline or elsewhere can do to actually stop the
phenomenon of conversion. How then are policy-makers to deal
with a situation causing emotional and political havoc in
their community?

Certainly one way to deal with the situation would be to
simply allow market forces to take control. Another would be
to consider policies which might aid in slowing conversions
by changing some of the local policies which seem to be
exacerbating the problem.

For instance, the Town could change its land use
policies. One such policy alternative which might aid in
slowing conversions would be to use the Town's zoning and tax
powers to attract the construction of new condominiums in the
Town. However, since the Town has little available land in
its northern sectors, any significant amounts of such con-
struction would have to be focused in Census Tracts 4011 and
4012. Given that locational factors appear to be so import-
ant in conversion, however, suggests that this alternative
would only grant those properties under pressure (specifically
those in the Coolidge Corner area and along lower and upper
Beacon Street) partial relief and thus do little to actually

stop conversion.
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Another policy that the Town could reconsider or revise
would be its Rent Control policy which was enactéd to deal
with a housing shortage thought to be temporary, and which is
now partially fueling the recent trend of conversions. It is
obvious that although Rent Control did provide some relief
from the symptoms of that problem -- by stopping rent exca-
lations, it did little to solve the problem.

One way to achieve the objective of slowing or stopping
conversion, based upon the theory that oniy the "better"
units are likely to undergo conversion, would be to allow for
quality differentials in rents among rent-controlled proper-
ties. If landlords of these properties were able to charge
higher rents, commensurate with the leVels of demand for the
units, the selling prices of these rental buildings would
rise proportionately. Further, the rate of returns on these
buildings would increase, thereby encouraging landlords to
maintain them as rental properties. But this would only slow
or stop conversions to the extent that they are primarily
caused by depressed prices due to Rent Control or landlords'
desires to sell or convert due to Rent Control.

Further, one consequence of doing this would be that
some tenants in these buildings would be dislocated because
they could not afford the higher rents. And it is precisely
this problem which the recently enacted policy sought to
address. This suggests that the Town's actual desired
objective is really more narrow, and that it is to assure all

tenants residing in the Town of a relatively moderate priced
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rental unit in which to live. If this is a more accurate
reflection of the Town's objective, then the policies which
should be considered are those which would alleviate the
pressure on the Town's rental stock.

A policy alternative which would achieve this more
limited goal would be use of the Town's zoning and tax
powers in such a way so as to attract additional rental con-
struction in the Town to offset the loss of units due to
conversion. In order for this to be effective in serving
the needs of tenants displaced from converted.units, such
policies would have to be designed to insure that (1) the new
units would be of similar rent levels to those undergoing
conversion, (2) displaced tenants would have to have priority
in obtaining such units, and (3) the owners of such properties
would agree to no future conversion.

The primary constraint of this policy is similar to that
of the policy option of constructing new condominiums. The
only area with significant amounts of available land is
Census Tracts 4011 and 4012. Construction of rental units in
this area would mean that many tenants could be assured of
places to live in the Town, however, it would certainly mean
that they would be forced to sacrifice convenient or
desirable locations.

Further, to the extent that the Town would have to sub-
sidize some of these rental units, perhaps it would not wish
to do so for all tenants but only for tenants who could not

afford other available units in the community. Thus, perhaps
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the Town's true objective is to protect the rights of all
tenants, insure that sufficient rental units are available to
meet the needs of all dislocated tenants, and to actually
assist only those tenants who cannot afford to purchase their
units or to rent other available rental units in the community.
Such objectives and policies issuing from them could be pur-
sued without infringing upon the rights of property owners to
convert their properties. This balancing concern of the
community ultimately becomes a question of how to maintain a
balanced housing supply which will meet the needs of all of
the Town's housing consumers.

The policy options which have been presented here demon-
strate the variety of policies which can be explored, the
likely impacts of each, and the objectives each would achieve.

Although this researcher and others can demonstrate and
suggest the implications of particular policies, policy-
makers in the Town must clearly define and "prioritize" the
objectives which they wish to achieve and develop a framework
for evaluating whether alternative policies which they con-
sider will actually meet those objectives.

In the opinion of this researcher, the most logical
objectives'for policy-makers in Brookline to pursue would be
to attempt to ameliorate the consequences of conversion, to
attempt to satisfy some of the demand for condominiums and to
counteract some of the incentives to convert in order to
attempt to contain conversions. Although many of the policies

presented and discussed in the preceding paragraphs would do
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little by themselves to slow or stop conversions, in
conbination many of them could achieve the more realistic
objective stated above. Proposed policies based on such
objectives follow in order to provide policy-makers with a

model for discussion and consideration.

109



Objectives

Proposed Model: Objectives and Policies

1.

To protect the rights - 1.
of tenants in the
conversion process

To meet the housing needs 2.
of the community for both
rental and ownership
housing.
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Policies

Regulate conversions with
respect to:

(a)

(b)

(c)

(a)

(b)

a minimum notification
period to tenants
before converters can
begin to market the
units

the amount of time
tenants are given to
relocate (as has been
done)

the obligations of
converters to provide
assistance to tenants
in need.

Plan for new condomin-
ium construction by
zoning and planned
development concepts
to maximize efficient
land usage.

Plan for new rental
construction -- mixed
income -- by zoning
and tax incentives, if
necessary, to attract
construction which
would meet the follow-
ing conditions:

1) displaced tenants
would have priority
in obtaining such
units

2) owners of such pro-
perty would agree
to no future conver-
sion. Such plans
would necessitate
assessments of the



To encourage landlords to 3.
maintain rental properties
as such and to upgrade the
rental stock.

To protect the rights of 4,
property owners to convert
if they desire to do so.

111

"community's needs"
based upon data re-
garding the units
which have undergone
conversion, the
tenant population
currently residing
in the Town's rental
housing, and the
condominium purchas-
ers.

(c) Institute an assistance
program for tenants
financially unable, but
desiring to purchase
their units. Examples
of this would be the
revolving loan fund
previously mentioned.

(a) Make better use of
community development
funds with special pro-
grams designed for the
rehabilitation of
multi-unit, particular-
ly large multi-unit
rental properties.

(b) Re-examine the Rent
Control capital
improvement adjustment
system in order to de-
termine which landlords
(of what types of pro-
perties) are utilizing
the system and which
are not. Consider re-
design of this system.

Allow market forces to
operate in hopes that as
landlords raise the sales
prices of their properties
and as new construction
may satisfy some of the
demand, the rate of con-
versions will actually be
slowed.



The preceding recommendations are, it is recognized, an
intricate series of proposals which would require creativity
and foresight to design and implement. However, if this
document has convinced the reader of nothing else it at
least should have conveyed the fact that conversion is not
a simple tenant problem nor a simple landlord problem, but a
complex housing problem. And for complex problems there are

no easy answers.
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Footnotes~~CHAPTER II

1l . .

Brookline Planning Department, U.S. Census Data from
Comprehensive Community Development Plan: Community Profile:
Major Indicators, 1978.

2The ratio of population/acre range from 16.38 to 35.2
in this part of the Town.

3U.S. Census Data totaled for Census Tracts 4001, 4002,
4003, 4004, 4005, 4006, 4007, 4008, 4009, and 4010.

4Brookline Planning Department, Report of the Housing
Study Committee, November, 1976, p. 4-1. It should be noted
that the 1970 population figure used in this report by the
Planning Department is 58,099. Since the author did not know
why the Planning Department revised number generated by the
U.S. Census, the original figure, 58,689, is used throughout
this document. It is assumed that the difference is not sub-
stantial enough to make a significant difference in any con-
clusions drawn from this document.

5The percentage of Chinese or other Asian Americans
living in these Census Tracts ranges from 4% to 6% according
to 1970 U.S. Census Data.

6This observation is based on the researcher's own
knowledge of the population in the area having been a resident
there for over five years. Also, this may be documented by
the number of stores so ethnically identified (e.g., Kosher
butcher shops and bakeries) and synagogues--both in the
immediate Coolidge Corner area and throughout Brookline.

TThe percentage of persons of Irish descent living in
these Census Tracts ranges from 6% to 20% according to 1970
U.S. Census.

8In looking towards 1980 the Brookline Planning Depart-
ment projected a stabilized elderly population (15,700 persons
age 60 or older compared to 15,744 in 1970) given no significant
change in the housing stock. Brookline Planning Department,
Report of the Housing Study Committee, November, 1976, 4-1.

9\vStein, Robert, An Economic Overview of the Property
Tax in the Town of Brookline, A Report of the Advisory Committee
for the Town of Brookline, January, 1975.

101pig.
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llAccording to the Massachusetts Taxpayers' Foundation,
Brookline's tax rate ranks eleventh among communities in the
Commonwealth upon an equal value tax rated basis.

12The author considers herself to have been a participant
observer having been a Town resident from 1973 through 13978.

13prookline Planning Department, Comprehensive Community
Development Plan: Community Profile: Major Indicators, 1978.

l4ynits in buildings built after 1970 were added to the
total number of rental units according to 1970 U.S. Census data.
That number according to the Planning Department was 16,585.
According to the Building Department's Building Permit List the
number of additional units in buildings constructed as rental
buildings was 2,024.

151970 u.S. census.
16Brookline Planning Department, Town Wide Summary,

Comprehensive Community Development Plan: Community Profile:
Major Indicators, 1978.

171pid. According to the Brookline Planning Department
11,568 units are in buildings with five or more units.
According to the Building Permit List there are 6,290 units in
buildings with five or more units which have been built since
1940. (6,290/11,568 -~ 54.37%). Thus, about 54% of the total
number of units in buildings with five or more units have been
built since 1940, and 46% were built prior to 1940.

185ame derivation. 2,099 units are in buildings with
five or more units which were built between 1970 and 1977.
(2,099/11,568 18%) .

19An increase of approximately 11.4% was granted in 1975
for both 1974 and 1975. If a property receives an individual
rent adjustment within a certain time period, the General
Adjustment is not given for that year.

20The vacancy rate for rental units was approximately
1.6% according to 1970 U.S. Census.

2lpata was obtained from the list of Building Permits,
1940 through 1977. Units in buildings constructed by the
Brookline Housing Authority are not included in these numbers.

22The Building Permit List is up to date through 1977.
Only one permit was issued during 1977.
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FOOTNOTES—--CHAPTER III

linterview with John Spear, Assistant Director,
Brookline Rent Control Board.

25 few two-family units have undergone conversion.
However, these units were eliminated from the list of con-
versions in Appendix A in order to focus on multi-unit
buildings. Inclusion of these units would bring the percent-
age of previously rent-controlled stock down to 87%.

3Vintage for the converted properties was derived by
comparing the list of conversions to the list of Building
Permits (post-1940).

41piq.
S5Ibid.

®Krohn, Roger G. and Fleming, E. Berkeley, "The Other
Economy and the Urban Housing problem:; A Study of Older Rental
Neighborhoods in Montreal," Working Paper No. 11, Harvard-MIT
Joint Center for Urban Studies, 1971-1972.

7Brookline Planning Department, Indicators of Housing

and Cgmmunity Development Needs For the Town of Brookline by
Planning Areas, 1978.

?Qmﬂmnsathxxwith administrator of Community Development
Program in Brookline Village.

9y s . . _ . ..

This primarily occurs when there is a dining room which
mages a two-bedroom unit a five room unit or a three bedroom
unit a six room unit.
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FOOTNOTES~~-CHAPTER IV

lAlthough most of the analysis in this section will be
based upon data gathered in Sample A or Sample B, the researcher
in structuring the samples obtained enough information to at
least identify almost every converter responsible for the con-
versions listed in Appendix A by profession or minimally by the
status of their involvement in the real estate field.

2at least 17-18 conversions listed in Appendix A were

handled by about four-five individuals doing multiple conver-
sions.

3A review of all properties listed in Appendix A
resulted in approximately 41 conversions identified by status
of converter (either as prior owner or purchaser). This review
appears to confirm the results of Sample A. Approximately 30
properties have been converted by the prior owner (although in
a few cases the prior owner may contact with an outside developer
to do renovations and/or marketing). The vast majority of these
properties were small properties, however. A total of 11 pro-
perties are known to have been purchased by outside investors.
If all other converted buildings are in this category, however
this would mean that the division between prior owners converting
and outside investors purchasing is about equal.

4Initially a list containing the names of the legal
owners of the building and sellers of the individual units, as
they appeared on the Master Deed filed for each property was
obtained. The use of "straws" or names of "nominees" were
weeded out through discussions with persons knowledgeable about
real estate in Brookline and familiar with the individual pro-
perties, telephone conversations with converters other than those
interviewed, visits to the properties, and discussions with the
interview subjects. Although data was obtained only for certain
preselected buildings (see Appendix B), the addresses, size,
and Rent Control status of other properties converted by each
converter was verified at the interview. "Convertership" for
approximately 60% to 75% of the properties listed were verified
by a number of these methods. Based upon this data, there
are approximately 42 individuals who have converted the properties
listed on Appendix A. (11/42 ~ 26%).

5The subject statements indicated that he objected to
Rent Control from an ideological standpoint. Further, he stated
that he did npot wish to put up with any of the paperwork required
by the Rent Control Board for individual adjustments, and that
he knew that the Board was biased towards tenants on the basis
of his friends' experience in going before it.

6This owner owns between 6-12 other Rent Controlled
properties.
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7Telephone conversation with Mr. Anthony Damaddio,
Greater Boston Real Estate Board, May, 1979.

8Memorandum to the Rent Control Board, From William P.
Mitchell, Regarding: Multiplier Update, March 14, 1978.

9Financial data was obtained through interviews--see
Appendix C. Further, the purchase price, mortgage amount,
and sales prices of the units were verified by examining the
deeds at the Norfolk Registry of Deeds in the case used for
the financial analysis and for some of the other conversions.

0Some of the large real estate concerns who were inter-
viewed about conversions were also asked these gquestions in order
to obtain such data for reference. The firms quoted here are
those which are active throughout the metropolitan Boston area.

llIbid.
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APPENDIX A

LIST OF CONVERTED PROPERTIES

This list of converted properties was compiled by the
Brookline Tax Assessor. Some new condominium construction
which is included in the list has been crossed off. Also,
the researcher has eliminated all two-unit conversions in
order to focus on the conversion of existing multi-family
structures with three or more units. The totals do not
include these properties.

Three properties know to have undergone conversion in
1978 were also added by the researcher. This list should
not be considered to inclusive--particularly of conversions
begun in 1978. Rather it should be noted that these are only
the conversions presuming that others may have taken place or
begun during the past year. It should be noted that many of
the properties, particularly these for which the Master Deed
was recorded in 1978, have only undergone partial conversion.
That is, some units may have been sold and are now owner
occupied, but other units in the same properties remain
renter-occupied due to the moratorium on evictions for the
purposes of conversion enacted by the Brookline Town Meeting,
November, 1978.

Those properties which are noted with an asterisk (%)
were Rent Control exempt prior to conversion. All other

properties were under Rent Control prior to conversion.
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APPENDIX B

SAMPLE CONSTRUCTS

Initially it was anticipated that one sample of
approximately 30 properties could be obtained for all
research purposes relevant to this document. This would
constitute about one third (32.26%) of the total number of
properties, and the main variable which would be controlled
within the sample would be building size -- that is, a
representative number of each of the three size categories
of buildings (see Table 2~1) would be incluaed. However,
due to the constraints of depending upon individual conver-
ters as a source of data, this goal was not achieved.

The first phase of the data collection was individual
interviews with converters. (See Appendix C -- Data collec-
tion Instruments for Interviews.) Using a list of all con-
verted properties (see Appendix A) with corresponding names
from the Master Deeds for each property, individual conver-
ters were contacted. This»was not done on a truly random
basis, but rather on the basis of knowledge about how to
contact or locate these individuals. As a result, those
persons with the highest amount of visibility (i.e., those
who are known real estate developers or who are associated
with known real estate firms or concerns) were contacted
first and were more likely to be contacted generally. It
turned out that most of these persons were involved in the

conversion of the moderate or large size properties..
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Once a sufficient number of interviews was obtained
in both the moderate and large building size categories,
further efforts were made to contact persons responsible for
the conversion of properties with 3 - 10 units. However,
these efforts were less successful. Some of these indivi-
duals simply could not be contacted because of unlisted
telephone numbers, unknown addresses, and unknown places of
business. Other of these individuals refused to talk to the
researcher. As a res@lt, data regarding both small buildings
and the perspective of small landlords/real estate people
is ver much under-represented in the data collected directly
from converters. The buildings for which data was collected
in this manner (i.e., by interview) comprise what is referred
to throughout this document as Sample B.

Sample B is comprised of data regarding 15 properties.
The sample properties are divided by size category in the

following manner:

3-10 units 11 - 25 units 26 + units Total
No. of .
Bldgs. 4 4 8 16
No. of
Units 32 70 361 463

* All except one building were previously under
Rent Control.

Some data regarding rental levels prior to conversion,

unit sizes, and individual adjustment history were obtained
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directly from the interviews with converters. However, in
order to obtain fairly exact data, this information

was verified for properties previously under Rent Control
using files in the Rent Control Board office. Thus,

similar information could be obtained for other converted
oroperties in order to expand this aspect of the sample data
closer to the original desired size. €o, data was gathered
in this manner for three additional small properties, bring-
ing the total number of buildings with 3-10 units to 7,

the total number of units in small buildings to 52, and the
total number of buildings and units in this sample to 18

and 457, respectively , (exclusive of one proverty not pre-
viously under Rent Control). This sample is referred to as
Sample A throughout this document and is inclusive of Sample
B with the exception of the one building not previously under

Rent Control which is covered in Sample B.
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APPENDIX C

DATA COLLECTION INSTRUMENTS USED IN
INTERVIEWS WITH CONVERTERS (SAMPLE B)

HOUSING SUPPLY QUESTIONNAIRE #1: Questions to be Asked of Converters

1. Establish property(ies) converted and number of units in each building.

Also, establish whether converter owned as a rental property.

2. (If necessary) is real estate development your profession? (In/Outside
of Brookline).

a. If answer to above is yes:

3. 1Is developing and selling condominiums a usual part of your

business?

4. Do you generally market them yourself or use an agent outside

of your office or company? (If so) who did this (these) property(ies)?

5. a) Why did you decide to develop and sell condominiums in

Brookline?

b) Why did you decide to use an existing piece of rental
property in Brookline which is of an older vintage (if applicable)

to develop and sell condominium units?

b. If answer to #2 is no:
6. How and why did you decide to purchase the property, convert the

units into condominiums and sell them as such?

7. Who was your marketing aimed at--what type of population? Were those
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the type of people who actually purchased? If not, what was the type of

population? Where were the actual purchasers from--Brookline or elsewhere?

8. What are the general size configurations of the units in the property

which was converted (number of bedrooms, rooms)?

9. What was the purchase price of the property?

10. What was your source of financing (e.g., conventional first mortgage
financing, financing from the seller, a combination of the two, takeover of

the mortgage)?

11. (If not obvious from answer to above) was lender same lender as prior

mortgagee?

12. a. What is the term of the mortgage you obtained?
b. What are the terms of the mortgage (interest rate, any specific
requirements other than the general terms of the mortgage--e.g., were any

repairs/improvements required by the lender)?

13. Specifically, what kind of property improvements, if any, did you
make? What kind of costs did you incur for such improvements? Was the

number of units in the building changed?

14. a. What prices were the units offered at initially?
b. What were the actual sales prices of the units?

c. Did you expect that any fluctuation woul- occur? (If there was)

to this extent?

d. Were there any arrangements to provide financing for purchasers?

(From bank?)
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15. Were any discounts offered to tenants residing in the building? How

much?

16. Can you itemize the costs incurred in selling the units--

a. Commissions?

b. Marketing costs--nature and extent of marketing?

c. Overhead costs, including salaries, office, model unit, tele-
phone, etc.?

d. What were the average monthly carrying charges for the financing?

e. What were the legal and accounting costs?

17. a. During the sell-out period, taking into account the income
which you were receiving from the building and the expenditures which you
were making, did you have a negative or positive cash flow?

b. (If the cash flow was negative at any time) at what point did it

become positive?

18. From the time you commenced marketing the units as condominiums, how
long did it take you to sell:

a. 25% of the units;

b. 50Z of the units;

c. 75% of the units;

d. 90%Z of the units;

e. 1007 of the units?

19. Was the time-frame you just outlined what you had aniticipated? Were

there any particular problems in the conversion that you encountered?
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Would these problems stop you from converting other properties (or have

they)? Would they change the way you'd do anything?

20. a. When you signed the purchase and sale agreement, how many of
the units were vacant?

b. What kind of tenant population was living in the building?

c. Had any arrangements been made between yourself and the seller
of the property relative to vacancies? (Explain)

d. By the time you started actualiy selling the units, how many

were vacant?

21. How and when were renters residing in the building notified of the

conversion?

22. Were renters approached as potential purchasers of the units?
a. (If so) by whom? At what point in time during the conversion
process? How?

b. (If not) why?

23. How much time was given to tenants to make the decision to buy or not

to buy? (If applicable.)

24, How much lead-time was given to tenants who did not desire to purchase

condominium units to relocate?

5. a. Were any relocation services or other assistance offered to
tenants occupying the units? What were they?

b. Were those relocation services available to all tenants?
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c. If the relocation services were not available to all of the ten-
ants, what categories of tenants were they available to?
d. How many of the tenants accepted the relocation services offered?

e. What costs did you incur in providing such services?

26. How many renters residing in the building when you purchased it

actually purchased the units?

27. Do or have you in the past had any interests in the management company

for the property?
28. Explain problems with converting on unit-by-unit basis.

29. Given an unrestricted market, do you think there is likely to be a
continuing demand for condominiums in Brookline? Do you think this demand

will increase or decrease? Why?

30. Given restrictions on the way you had to go about conversions (e.g.,
delaying evictions—--as has been dome, minimum notice requirements before
conversion, full building code inspections, offset requirements, etc.)
could you afford to continue to convert? Would you? Do you think the
restriction passed in July which stipulates the unit purchaéers must

obtain the eviction certificate has been a deterrent for any purchasers?

31. Who did you purchase the building from? Do you happen to know if the

person is still in the area?
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HOUSING SUPPLY QUESTIONNAIRE #2: Additional Questions to be Asked of
Prior Owners

1. How much residential rental property do you presently own? Do you
presently own residential rental property in Brookline? (If yes):

a. How many buildings and what are their sizes in terms of number
of units? Are they different or similar in size to the converted property?
b. Were these buildings owned prior to the sale of the property
which was converted to condominiums, or were they purchased after the sale

of that property?

c. Are any of these buildings subject to Rent Control?
If no):

2. Excluding the building which was converted to condominiums, have
you in the past owned residential rental property in Br-okline? (If yes):

a. How many buildings and what were their sizes in terms of number

of units?

3. When did you purchase or build the building which you converted into

condominiums?

4. What was your original purpose in purchasing or building the

property? (If answer to #2 is no.)

5. Have you retained any property subject to Rent Control? (IF so, how

much?)

6. What were the rental levels when you converted property? Were these

the maximum levels allowed by the Rent Control Board?
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7. Did you seek any additional or capital improvement adjustments from
the Rent Control Board? (If so) what was the result? Were any of these

sought in the year immediately prior to the sale of the building?

8. What was the nature of the tenant population mix for the building?
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STATEMENT OF CONFIDENTIALITY

All information and statements obtained from the interview
conducted on this date or in any subsequent conversations pursuant
to this meeting, will be used for research purposes only. No
data which would in any manner identify the data subject, including
but not limited to name, address, or location of‘prOperty, will
be communi¢ated either in writing, orally, or otherwise, by the

interviewer to any other individual or organization.

Signed:

Janey Biéhoff Boroff

Date:
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APPENDIX D
METHODOLOGY FOR DERIVING MEAN RENTAL LEVELS

Information regarding unit sizes (number of bedrooms and
number of rooms) and information regarding most recent rental
levels for Sample A buildings were obtained from building
files at the Rent Control Board Office. (Further, a break-
down of unit sizes and rental levels had been obtained by
interviews from Sample B, and these breakdowns were verified
using the Rent Control Board files). Since the computer
print-outs of most recent rental levels were maintained
separately in each file from the initial registration sheets
indicating the number of rooms and number of bedrooms in
each. unit, unit numbers would have to be noted for each list
in order to obtain an exact match between rents and each
unit. This was done for some buildings. However, for most
buildings, the unit numbers were not transcribed onto the
lists of unit sizes or rental levels. In these cases, it
was assumed that the highest rents correlated to the largest
units. Although this assumption is probably not accurate
for all rent-controlled properties, the researcher feels
confident that it is probably true of most units in the
Sample A buildings for which it was made since there seemed
to be obvious groupings of rents in these buildings.

The extracted data regarding rental levels was the most

recent data in the Rent Control Board's file for each
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property. Based upon this data, a mean, median, and range of
rental levels was calculated for each unit size category in
the building (e.g., one mean for all studios, one mean for
all one bedroom units, one mean for all two bedroom units,
etc.).

For buildings converted in 1977 or after, the rental
levels in all of the files included the 1978 General Adjust-
ment. This is because the files were apparently kept "active"
for a sufficient period of time to be included in the 1978
computer run. For buildings converted prior to 1977, the
most recent data often includes the General Adjustment(s) for
one or two years after the year in which the building actually
underwent conversion.

In order to compare the rents of the converted units
previously under Rent Control, to the rents of all Rent
controlled units, it was necessary to bring all the rents
of the sampled converted units up to 1978 levels since only
data regarding 1978 rents for the total distribution of
rent-controlled units was available. Thus, the average
General Adjustments were applied to the mean, median, low
and high rents for each year proceeding the most recent
rental levels. According to the Rent Control Board staff, the
'average' General Adjustment refers to the percentage received
by 95% of all rent-controlled buildings in a particular year.

(Buildings are classified differently depending upon services

offered such as
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heat or electricity.f Use of these figures assumes that all
of the converted properties had heat provided and electricity
provided for the common areas. The General Adjustment

figures used were as follows

1971 9.8%
1972 2.94%
1973 3.0%
1974 S—

1975 11.4%
1976 5.7%
1977 5.0%
1978 4.1%

This computation assumes, further, that the buildings
would not have received individual adjustments had they
remained rental housing.

These assumptions make the imputed rental levels very
approximate calculations. However, it only necessary to
apply such calculations to units in six buildings (only 31.6%
of Sample A) and to twelve rental categories of a total of

fourty-one (only 29.3%).
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APPENDIX E
PURCHASER/CONVERTERS' PARAMETERS FOR
CHOOSING PROPERTIES

Only four developers stated specific characteristics which they
sought in picking a property "appropriate" for conversion. One speci-
fically sought an older building in poor repair (which was in the firm's
opinion "underutilized stock"), with 10-50 units, an acquisition price of
less than $20,000/unit and repairs not to exceed $20,000/unit although
they did in the end), and large square footage in each unit (e.g., 1200~
1600 square feet).

Another developer also sought an older property (with features such
as wood floors and high ceilings), however this subject stated that it
could not be a property needing "too much' rehabilitation (i.e., the firm
had limited funds available). (This may mean comparable parameters to the
$20,000/unit above or it may mean an entirely different scope.) This
firm also sought a building which had units of a "good size" (actual
square footage of units is comparable to the standards specified in the
case above) and which was "well laid out." Other characteristics sought
by this converter were a building with two and three bedroom units, a
specific location (Cbolidge Corner area), and parking ("a development or
financial decision").

The third set of criteria obtained by the researcher were general
criteria for choosing any property for conversion while the above
criteria assume a specific time and a Brookline location. These charac-
teristics include a location "in or near an urban center," "with a large
quantity of multi-family housing," "with a low turnover of occupants,"

(specific only to Brookline as a whole so far), (mainly an "older
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population ages 48-60"), in an "economically homogeneous neighborhood
("upper middle income! and up); a property which has "rented well" in the
past, with 50-150 units, "less than 20 years o0ld" unless the building has
a special character (i.e., "architectural"), and is "preferably" a "mid-
rise" with some amenities (such as a swimming pool) or land to add them.
Other characteristics sought included a building with well-educated
tenants with incomes in excess of $20,000/year and "staggered lease ter-
mination dates where the longest lease period is no more than one year
after acquisition." The firm would be willing according to these criteria
to buy a building with "cash' or takeover a "purchase money mortgage" and
would also be willing to enter into joint ventures with owners "‘who wish
to exploit the condominfum conversion process." In such cases, the docu-
ment stated, the owners would sell the property to "a newly formed joint
venture, thereby realizing a capital gain on the bulk of the profits.
The owner would additionally participate in profits by becoming an owner
in the entity that converts the property to a condominium...". It is
assumed that these criteria were used in the choice of the property which
they converted and which might be chosen in the future.

The fourth subject stated that for a building to be "appropriate
for conversion" it has to have the "right lay-out, parking, and a good
location." Although the converter did not specify what "the right lay-out"

or a "good location'" meant, the buildings converted by this converter are

located in the census ~-racts in the Coolidge Corner area.

137



APPENDICES F AND G
INDICATORS ABOUT THE CONVERSION PROCESS

Not all policy-making alternatives might have the objective
of prohibiting or slowing the rate of conversions. Some pol-
icies which the Town may wish to consider could focus instead
on the way in which conversions take place. In order to be
able to formulate policies to affect this process, it is neces-
sary to hawxe some information ahout how conversions have been
occurring. The two areas logically of concern to the Town in
this regard are (1) what happens to tenants living in a
building undergoing conversion and (2) what types of physical
changes or rehabilitation is taking place in this segment of
the housing stock. Although the information presented here
does not represent objective factuall data regarding the con-
version process, it is at least a preliminary indicator of
data in this respect and it represents the converter's per-

ceptions.
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APPENDIX F

TENANCY IN THE CONVERSION PROCESS

Although all converters stated that tenants residing in
the building were approached as potential purchasers, the
extent to which this took place varied. Some only sent one
letter to tenants informing them of the conversion and the
sales prices of the units. Some converters stated, however,
that in addition to formally notifying tenants of the sale
of the units, individual visits or general meetings with all
of the tenants were held to give them further information about
the conversion (including information on the rehabilitation
being done, discounts available to them, etc.) and to
encourage them to buy. Obviously the extent to which this
took place and the atmosphere of such meetings cannot be
verified without interviewing the tenants involved.

Some converters detailed very explicitly the process
which they went through in marketing the units to tenants.

One converter gave the researcher the initial letter and
materials sent to the tenants and-stated that the two princi-
pals of the company met individually with each tenant residing
in the building and talked to the ones who did not seem to be
interested in purchasing about other available rental housing
and their possible eligibility for subsidized housing. Other
converters were more vague about the marketing process for
tenants and stated that "marketing managers" or "sales people"

made follow-up telephone calls or visits after the initial -
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letters of notification were sent. One converter stated, "we
send in the diplomats." Thus, little information was generated
by the interviews as to whether any pressure or to what extent
pressure was put on tenants to purchase the units they occupied.

Six of the sixteen responses to the question how much lead
time was given to tenants who did not wish to purchase to re-
locate, were "as much as needed." However, there are some
qualifications which should be added to this point. At least
two or three of the converters who responded in this manner were
responsible for conversions taking place in 1977. After July of
1978, it became the option of the individual who had purchased
the unit to evict the tenant. Therefore, after this time the
converters had no control over how much time the tenants had to
remain in the units once they were purchased. Further, one
converter stated that although the tenants could remain in the
building as long as they wanted, they were told "they'd have to
live with the construction taking place in the building."
Although ten of the buildings were undergoing some or total
structural renovation, none of the other respondents addressed
this issue. It 1s presumed that tenants in other building had
to live under this type of situation as well.

Three responses given to this question were that the tenants
had the remainder of their lease periods during which they could
remain in the building. In one building this remaining period
varied from one month to one year. In another building the re-

maining lease periods were also staggered. However, the minimum
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remaining period, was one year. And in the third building, the
remainder of the lease period for all units was seventeen
months, howe?er, the converter stated that tenants were being
given a real estate broker's assistance in finding other apart-
ments about six to seven months before the end of this period.

Two responses to the question regarding lead-time for re-
location directly addressed the issue of the units being purchased.
According to the converter(s), if the unit was purchased, the
tenant was given a minimum period of three months from that
time (the lease automatically expired upon sale of the units),
and some were given six months from that time. If the unit
were not purchased, the tenant could stay as long as she/he
wished. Another converter explained that no deadlines were
given to tenants, but that tenants were offered three incremental
cash incentives if they moved by the three specified dates
(approximately U4, 5 and 6 months after the notice of conversion
had been sent). All three of these buildings, however, have
been caught in the moratorium on evictions, as have others
referfed to previously, and therefore this only reflects what
occurred prior to November, 1978.

In two other buildings tenants were given a definite period
of six months to relocate, according to converters. In another
bullding the tenants "who moved would have moved anyways,"
the converter stated.

Thus, few of the converters, according to their own accounts,

actually gave tenants deadlines (other than a few who used lease
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terminations) by which they had to move out of their buildings.
Rather, many used the sales process (and possibly the construction
and repair process as well) to determine when to dictate pressure
for tenants to leave. Although this may have allowed tenants to
remain in their units for longer periods of time than where dead-
lines were given or leases expired, it has obviously also meant

a great deal of uncertainty for tenants. The indefinite nature
of the responses to this question seems to be representative of
the uncertainty and chaos which have been communicated by tenants
in various public forums.

In regards to relocation assistance offered to tenants by
converters, most responses related to direct human assistance
given in helpling tenants to find other apartments. The extent of
this assistance obviously varied. "We provide tenants with
apartment listings and directions to the buildings," stated one
convérter. Another stated that for the few people who "really
had problems relocating, we called friends in the industry with
rental housing" and had the tenants "put on waiting lists."

For six other buildings in the sample, tenants were offered and
in many cases given the assistance of an "inside" or "outside"
real estate broker in finding another apartment.

Only in three instances did the respondents state that they
actually spent money in assisting tenants, and in one other
instance a converter mentioned that cash assistance was being
considered for conversion in process. For two buildings,

approximately $10,000 was spent in assisting with tenants' moving
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expenses, rent reductions, and offering tenants in cash. 1In

another instance where incremental cash incentives were

offered for moving by certain dates, a total of $3,250 was

“spent (all three of these buildings were large buildings).
According to converters, tenants in all except for two

of the sampled properties were offered discounts in purchasing

the units they resided in. These discounts ranged between 2%

and 16%, and most were in the 5% to 10% range.
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APPENDIX G

PHYSICAL CHANGES IN THE HOUSING STOCK

According to the converters interviewed, much of the con-
verted stock has undergone some rehabilitation. Each subject
was asked to specify any property improvements made to the
building, and the costs incurred for such improvements. The
data obtained regarding the specific work done in each build-
ing was fairly detailed. The nature of the rehabilitation in
each building was then categorized in one of three ways: (1)
cosmetic; (2) some structural; or (3) total structural. The
categories are defined in the following ways:

(1) cosmetic--painting, wall papering, or any

repairs within the units or minor repairs
in common areas.

(2) some structual--some work done to major
services (heating, plumbing, roof or
electrical system) or structural work done
in common areas or in units.

(3) total structural--at least three of the
following were completely overhauled or
replaced: heating, plumbing, electrical
system, or roof, and some structural work
was done in the common areas and some
structural work done to all units.

Six buildings in Sample B received zero or cosmetic
improvements. It should be noted, however, that four of these
buildings were constructed after 1960. For five buildings
which had some structural work done, and five buildings which
had some or total structural work done, per unit costs were
calculated. These costs range from $858/unit to $22,000/unit.

The spread across this range is fairly even (see accompanying

Table). Obviously these differences in cost represent
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differences in extent of rehabilitation. The cost breakdown
proves this: the costs range between $858 and $7,000/unit for
those buildings which fall into the "some structural" category,
and between $8,000 and $22,000/unit for those buildings which
fall into the "total structural" category.

The cost differences reflected above may represent large
quality differentials in the work being done. Although the
data presented here cannot document the true difference in
extent and quality of rehabilitation, it should provide an
indication that various types of "rehabilitation" are taking

place--both in terms of extent and quality.
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Nature of Rehabilitation

TABLE -- APPENDIX G

PHYSICAL CHANGES IN THE

1)
2)
3)
4)
5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)

cosmetic
cosmetic
cosmetic
cosmetic

0

total structural
some structural
total structural
cosmetic

some structural

some structural

some structural

total structural
total structural
some structural

total structural
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CONVERTED STOCK (Sample B)

Per Unit Cost

——

$22,000
$858
$10,000-11,000
$6,000
$7,000
$2,000
$11,000
$8,000
$5,000
$10,000-16,000



