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Law firms are getting ‘'inundated’ with calls
in the wake of Albany’s rent reforms
as they also juggle complex office leases, mega-loans
and distressed funds in today's uncertain market

By EppiE SmaALL

REeseArcH BY Lucas McGiLL

he calls began almost as
soon as the new rent laws
passed.

the
sweeping regulations
— which Gov. Andrew
Cuomo signed in June

Overnight,

— vastly restricted what landlords could do
with rent-regulated apartments.

And those landlords, crushed from a
stinging political defeat and given no grace
period to adjust to the new rules, turned
immediately to their lawyers.

Luise Barrack, managing member of the
law firm Rosenberg & Estis, said her firm
started fielding “millions of calls” from clients
right after the law was enacted.

“All of a sudden, owners of property who
felt entirely confident and knew what the
rules of the practice were did not,” she said.
“Lawyers and all practitioners dealing with
thelaws had to get up to speed really quickly
onthe changes and make sure that our clients

were in compliance.”

Not surprisingly, that has translated into
alot oflegal work.

“They’ve been dominating the

conversation,” Barrack said of the new laws.
“Everything has really changed as a result.”
Amid the chaos of the new rent-
regulation reality, The Real Deal ranked the
city’s top law firms, which are also dealing
with everything from loan modifications to
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distressed funds to trophy building sales to
negotiating complicated office leases.

The white-shoe law firm Fried Frank
once again landed the top spot on TRD’s
headcount ranking, with 105 real estate
lawyers in New York — up from 94 last year.

It was followed by Clifford Chance — a
regular at the top of the ranking — with 87
real estate lawyers (up from 79 last year)
and the real estate-only firm Rosenberg &
Estis, with 85 attorneys, according to TRD’s
research. The global firm Greenberg Traurig,
along with Bryan Cave and Windels Marx
Lane & Mittendorf, rounded out the top five
spots (the last two tied).

Overall, TRD found 1,530 real estate
attorneys working at the top 30 firms as of
early September. That was up 2.5 percent
from last year.

Attorneys said business has been strong
overall.

And while investment sales are down
citywide — volume dropped 13.4 percent
year over year to $27.3 billion during the
first eight months of 2019 — lawyers are
being tapped to interpret the new laws. The
elimination of vacancy decontrol, new caps
on security deposits and new limits on how
landlords can raise rents under the Major
Capital Improvements and Individual
Apartment Improvements programs have
allincreased the need for legal advice.

“Anything out of the ordinary causes work

forlawyers,” said Jay Neveloff, a partner at the
law firm Kramer Levin Naftalis & Frankel.
“Sowe’re seeing that.”

The cash stash
Headcounts are nice, but sales and loans are
where the money is at.

That’s why TRD pored over property
records to stack up law firms by the dollar
volume of loans and sales (of $1 million-
plus) that they handled during the year-long
stretch from July 1, 2018, to June 30, 2019.

Overall, TRD found that the top 30 real
estate firms handled $26.9 billion worth of
buyer-side sales during the year-long stretch
and $69.48 billion worth oflender-sideloans.

New York’slargest sale during that period
— a $2.2 billion commerecial condo at 30
Hudson Yards — was crawling with lawyers.

Mostly notably, Fried Frank represented
Related Companies on that deal, which
went into contract in April. The developer
bought the 1.5 million-square-foot condo
from WarnerMedia (it had previously sold
it to the media giant) and leased it back to
the company. Then in June, Related sold a
49 percent stake in the condo to the German
insurance company Allianz.

Intotal, Fried Frank represented a higher
dollar volume of buyer-side deals than any
other law firm in the city — with about
$5.27 billion in transactions for the stretch
TRD reviewed. (There’s of course no way to
publicly track how much the firm actually
made from that deal.)

Gibson, Dunn & Crutcherlanded the No.
2 spot, handling about $3.12 billion in New
York building sales, followed by Greenberg
Traurig with about $2.5 billion, Roberts &
Holland with $1.37billion and Loeb & Loeb
with $1.23 billion.

And in areal estate hat trick, Fried Frank

also snagged the No. 1 spot on TRD’s loan
ranking, handling $7.89 billion in lender-
side deals over the yearlong period.

It was followed by Gibson Dunn (with
$7.41 billion), Sidley Austin (with roughly
$6.05 billion), Cullen and Dykman (with
$5.16 billion) and Dechert (with $2.84
billion).

The largest loan of the year was handled
by Sidley Austin on the lender side. It was a
$1.43billionloan that Deutsche Bank issued
to Related for, you guessed it, the 30 Hudson
Yards acquisition.

Attorneys said lending is up overall.

David Forti, a partner at Dechert, said
his firm handled a massive loan for a large
private equity company buying a portfolio
of industrial properties.

“The loan amount was in the billions,” he
said. “The loan ultimately had a number of
different executions, which included some
CMBS, some balance sheet lending, some
mezzanine debt.”

In addition to lending, sales and rent
regulation issues, New York City real estate
lawyers say they're seeing plenty of activity
among distressed funds, even if those funds
have yet to deploy much capital.

And while President Trump’s 2017 taxlaw
did have animpact onreal estate — namely by
introducing Opportunity Zones and capping
state and local tax deductions (aka SALT) —
most sources said the results were not as sig-
nificant as expected on the broader industry.

The main effect, according to Neveloff,
is simply “everybody complaining about it.”

Musical offices

Firms are also being tapped to help clients
move to new offices and ink deals for
industrial space.

Harry Silvera, a partner at Gibson Dunn
— which according to 7RD’s analysis has
50 real estate attorneys in New York — said
negotiating leases forlarge companies at new
locations has been a major focus.

“There’s so much movement,” he said.
“A lot of it is directed toward the various
projects going on, on the West Side, whether
it’s Related’s Hudson Yards or Brookfield’s
Manhattan West or Tishman Speyer’s Spiral
building.”

Gibson Dunn, he said, recently
represented Related in a 250,000-square-
foot lease with the law firm Milbank and
a roughly 850,000-square-foot lease for
BlackRock, both at Hudson Yards.

Overall, office leasing in Manhattan did,
indeed, increase by 21.5 percent during the
second quarter with 10 million square feet of
leases, including 13 for more than 100,000
square feet, according to data from Cushman
& Wakefield.

Gibson Dunn partner Joanne Franzel
said the latest wave of office leases has been
particularly complex.

“It’s not a big tenant moving from one
Midtown building to another Midtown
building or one part of Park Avenue to
another part of Park Avenue,” she said.
“It's WarnerMedia going over to Hudson
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Yards and then Deutsche Bank going from
Downtown up to Columbus Circle. These are
big moves to go from one part of the city to a
totally different part of the city.”

Jonathan Mechanic, Fried Frank’s
real estate chair, cited JPMorgan Chase’s
planned new Midtown East 70-story
headquarters as a complex project his
team is working on. The tower has required
dealings with the MTA, which announced in
November a $35 million deal to buy Grand
Central Terminal. (JPMorgan purchased
667,000 square feet of air rights from the
terminal.)

Fried Frank, Mechanic said, is also
helping real estate players navigate OZs.

“They’re complicated because there are
alot of hoops you have to jump through in
order to qualify;” Mechanic said of OZs. “So
it takes a fair amount of planning.”

In addition, like the rest of the real
estate world, lawyers are chattering about
a potential recession. Around this time last
year, many were predicting the end of the
cycle. But most are still saying the market is
on solid ground.

Nonetheless, when the next downturn
hits, Wayne Cook of Windels Marx said he
expects many to find security in industrial
properties, which have skyrocketed in
popularity as online retailers demand space
to store goods closer to consumers.

“I still think in the outer boroughs —
LongIsland City, Maspeth, Red Hook — the
warehouse and industrial opportunities are
still strong;” he said. “Those spots will be safe
havens in the next downturn.”

Expansion

or contraction?

While the market may be softening,
several of the largest firms said they are

THE LAW FIRMS WITH THE
BIGGEST REAL ESTATE PRACTICES

NUMBER NUMBER OF
OF REAL ESTATE
LAWYERS LAWYERS
INNYC INNYC

Fried, Frank, Harris,
Shriver & Jacobson

Clifford Chance

Rosenberg & Estis

Greenberg Traurig

Bryan Cave

Windels Marx Lane
& Mittendorf

Herrick, Feinstein

Proskauer Rose

Kramer Levin Naftalis
& Frankel

Borah, Goldstein,
Altschuler, Nahins
& Goidel

Sidley Austin

Skadden Arps Slate
Meagher & Flom

Gibson, Dunn & Crutcher

Stroock & Stroock
& Lavan

Cleary Gottlieb Steen
& Hamilton

Belkin Burden Wenig
& Goldman

Holland & Knight

Kaye Scholer

Duval & Stachenfeld

Simpson Thacher
& Bartlett

Paul Hastings

Loeb & Loeb

Schulte Roth & Zabel

Pryor Cashman

Kirkland & Ellis

Ropes & Gray

King & Spalding

Haynes and Boone

Akerman

London Fischer

SOURCE: TRD ANALYSIS OF NY STATE OPEN DATA AND OF FIRMS’ WEBSITES IN LATE AUGUST.
FIRMS WERE PROVIDED TOTALS FOR CONFIRMATION, BUT NOT ALL RESPONDED. ATTORNEYS HAD TO SPEND
AT LEAST HALF THEIR TIME WORKING ON REAL ESTATE MATTERS TO QUALIFY.

“Our firmis inundated on a daily basis
by endless emails and phone calls
from owners where all they want to do
is comply, but the law, as it’s written,

provides a lot of challenges.”
SHERWIN BELKIN, BELKIN BURDEN WENIG & GOLDMAN

hiring — in some cases to beefup practice
areas that will become more important if
adownturn hits.

Rosenberg & Estis, for example, islooking
to open a bankruptcy practice, according to
Barrack.

While the firm has seen some bankruptcy
issues, she said, she’s yet to see any real signs
of arecession.

“There’s definitely going to be some
reset, no question about that, and there
will be folks that have financial issues as a
result of what’s going on,” she said. “There
will be consequences. But a recession? No,
don’t think that that’s something that we're
preparing for.”

Neveloff said Kramer Levin’s REIT
practice is also seeing action.

“We'rejust very, very active, and we expect
the activities are going to continue,” he said.
“The deals are just harder. They’re more
complex. ... They're more sophisticated, and
that plays into our strength.”

He attributed that complexity to the
broader increase in capital funneling into
real estate. “There is so much more money
looking at real estate, and money — forget
aboutwhetheryou classify it as debt or equity
— has different drivers and different goals
and objectives,” he said.

He cited the $2.4 billion redevelopment
of the Palace Theatre at 1568 Broadway
in Time Square as an example. In that
case, Maefield Development is looking to
physically elevate the theater, expand the
hotel on the site and create new retail and
LED signage on the facade.

“The Palace Theatreis being raised 30 feet
into the air;” he said. “The entrance is being
reconfigured from Broadway to 47th Street.
The signage is being rationalized, and that
created value that wasn't there.”

Matthew Kasindorf, chair of the real
estate group at Meister Seelig & Fein, said
his team has also seen a mini-uptick in
retail deals, particularly among midlevel
stores.

“Isee aslowresurgence in retail,” he said.
“So all of the great fears that the retail world
was dead, I think, are fairly unfounded.”

In addition, anxiety over what will
happen with interest rates hasled to a raft of
refinancings recently, according to Michael
Dabah, a founding partner at the newly
formed Stein Adler Dabah & Zelkowitz.

“There’s alot of uncertainty in the credit
market that’s been borne out over the past
two months,” he said. “There’s just been this
sense of urgency, of ‘Well, we need to do this

Gray matters

New York’s multifamily market had cratered
leading up to the passage of the new rent
laws — and that hasn’t changed since.

The sector logged its worst first half of
the year since 2011, with about $3.4: billion
worth of sales across 169 deals citywide,
according to commercial brokerage Ariel
Property Advisors.

Sherwin Belkin — a founding partner

TueReaLDeaL.com | October 2019

GETTY IMAGES (BARRACK, IVANHOE)



WHO HANDLED

THE HIGHEST DOLLAR
VOLUME OF SALES?

RANK

FIRM

Fried, Frank, Harris,
Shriver & Jacobson

NUMBER
OF SALES

DOLLAR
VOLUME OF
SALES

$3.17B

Gibson, Dunn
& Crutcher

$3.12B

Greenberg Traurig

$2.5B

Roberts & Holland

$1.37B

Loeb & Loeb

$1.23B

Goodwin Procter

$1.07B

Kasowitz, Benson,
Torres

$997.3M

Kramer Levin
Naftalis & Frankel

$964.9M

Meister Seelig
& Fein

$791.5M

Paul Weiss Rifkind
Wharton & Garrison

$622M

Sidley Austin

$618.7M

Proskauer Rose

$614M

Romer Debbas

$590.4M

Simpson Thacher
& Bartlett

$535M

Hunton Andrews
Kurth

$499.8M

Herrick, Feinstein

$463.9M

Paul Hastings

$445.6M

Cole Schotz

$443.9M

McDermott Will
& Emery

$426.2M

Gerstein Strauss
& Rinaldi

$422M

Katsky Korins

$416.1M

Reed Smith

$412.8M

Kaye Scholer

$404.9M

Kriss & Feuerstein

$392.8M

Zwick & Associates

$390.7M

Kleinberg, Kaplan,
Wolff & Cohen

$389.9M

Pilisbury Winthrop
Shaw Pittman

$384.3M

Meltzer Lippe
Goldstein
& Breitstone

$372.2M

Holland & Knight

$361.7M

Westerman Ball
Ederer Miller Zucker
& Sharfstein

$360.1M

at the firm Belkin Burden Wenig & Goldman,
which clocked in with 48 real estate lawyers —
said lawmakers left alot of gray areas.

“Our firm is inundated on a daily basis by
endless emails and phone calls from owners
where all they want to do is comply, but the
law, as it’s written, provides alot of challenges,”
he said.

Robert Ivanhoe, chair of Greenberg Traurig’s
globalreal estate practice, said his firm has also felt
the effect of the newlaws.

“We’re seeing more owners being concerned
about how they’re supposed to comply with the
new laws, and some of them are asking for advice
on compliance,” he said.

“But,” he added, “the biggest impact is a
tremendous slowdown in buying and selling
activities for multifamily buildings that have rent-
stabilized tenants.”

For some smaller firms, the impact has been
even harder.

“The smaller deals that have been the bread
and butter of my practice for years are virtually
nonexistent right now,” said Kasindorf, whose
team at Meister Seelig & Fein has been handling
multifamily deals in the $5 million-to-$50-
million range.

Kasindorf, whose firm has 23 real estate
attorneys in New York, cited Morgenstern Capital
asanactive multifamily client thathas pumped the
brakes on multifamily deals.

According to Stein Adler’s Dabah, some
investors who signed contracts on multifamily
properties before the laws passed are now trying
to renegotiate. They're arguing that the property
values they agreed to are no longer applicable
under the new laws.

“There is a sense that they’re overpaying,’
Dabah said. “They don’t necessarily want to
back out of the contract. They're just using the
technicalities as a point to renegotiate in a heavy-
handed manner”

Cook said most of Windels Marx’s multifamily
clients have already diversified outside of New
York City into places like Indiana and Ohio
because prices here got too high.

“To come in with cap rates solow, itjust doesn’t
really make sense from a business side,” he said.

Law firm Mayer Brown has already filed
one lawsuit on behalf of two industry groups
— the Rent Stabilization Association and the
Community Housing Improvement Program
— challenging the constitutionality of the new
laws. And more suits are expected.

“If people decide to bring lawsuits, based on
the nature of the litigation, that will obviously
at least keep some litigators busy,” said Fried
Frank’s Mechanic, who added that firms are
likely to be retained for more lobbying to push
for changes to “some of the most overreaching
parts of the law.”

“But whether that will be successful or not, we'll
have to wait and see,” he noted.

Rosenberg & Estis’ Barrack said the general
attitude toward the industry in New York politics
has turned increasingly negative.

“The mindset that I think we've seen in
government toward real estate and the laws that
continue to come out suggest that the real estate
industry needs alot of policing,” she said. tro

WHO HANDLED
THE HIGHEST DOLLAR
VOLUME OF NYC LOANS?

DOLLAR
RANK FIRM ;‘#&iﬂ‘s VOLUME OF
LOANS
Fried, Frank,
1 Harris, Shriver 25 $7.89B
& Jacobson
Gibson, Dunn
2 & Crutcher 51 $7.41B
3 Sidley Austin 146 $6.05B
Cullen And
4 Dykman 1257 $5.16B
5 Dechert 12 $2.84B
Morrison
6 & Foerster 34 $2.73B
Warshaw
7 Burstein 446 $2.28B
8 King & Spalding 40 $2.27B
Troutman
9 Sanders 86 $2.2B
10 Loeb & Loeb 70 $2.19B
Emmet, Marvin
11 & Martin 169 $2.14B
12 Cassin & Cassin 96 $2.11B
13 Katten Muchin 39 $2.01B
Rosenman
Cadwalader,
14 Wickersham 11 $2B
& Taft
Riemer &
13 Braunstein 22 $1.998
Greenberg
16 Traurig 19 $1.72B
. Kelley Drye
17 (tie) & Warren 26 $1.35B
17 (tie) | Dentons 11 $1.35B
Cleary Gottlieb
19 Steen 6 $1.32B
& Hamilton
20 Seyfarth Shaw 121 $1.31B
Arnold & Porter
21 Kay Scholer 19 $1.3B
Skadden, Arps,
22 Slate, Meagher 2 $1.26B
& Flom
23 Alston & Bird 7 $1.24B
24 Milbank 11 $1.14B
25 Mayer Brown 10 $1.12B
26 Blank Rome 19 $1.09B
Latham &
27 Watkins 7 $1.08B
Winston
28 & Strawn 24 $1.02B
29 Kutak Rock 2 $977TM
Rosenberg
30 & Estis 18 $930.9M

SOURCE: TRD ANALYSIS OF NYC LOANS THAT CLOSED BETWEEN JULY 1, 2018,
AND JUNE 30, 2019, AND WERE RECORDED IN ACRIS. ONLY TRANSACTIONS OF
$1 MILLION OR MORE WERE INCLUDED, AND LAW FIRMS WERE ONLY CREDITED
FOR DEALS IN WHICH THEY REPRESENTED THE LENDER. FIRMS WERE PROVIDED
DATA FOR CONFIRMATION, BUT NOT ALL RESPONDED.
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