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WASHINGTON WEEK IN REVIEW

No one looked more anxiously at the
1994 congressional elections than the
executives of the Educational Broadcasting
Corporation, the local public television
station known as Thirteen/WNET
(“WNET”).

The election of a strong Republican
Congress would reduce government grants
to non-profit and other cultural
organizations.  WNET would have to turn
to contributions from the private sector to
replace lost funds to operate the station,
best known as home to Sesame Street,
Mister Rogers’ Neighborhood and Barney
& Friends.  By 1995, WNET grown to be
the major tenant at 356 West 58th Street,
on the lower 10 floors of the former Henry
Hudson Hotel (“Hudson”) for over 22
years.  The facilities had deteriorated to
the point where the station would have to
invest a substantial amount of money into
the property, money WNET neither had,
nor could easily raise for this purpose.  To
make matters worse, the coming need for
digital technology would entail a major
investment for equipment and
infrastructure.  In late 1995, when WNET
turned to CB Richard Ellis (“CBRE”),
formerly Insignia/ESG, they were not
looking for just any solution.  It was clear
that it would require the most creative and

ingenious solution possible.  The following
pages detail how CBRE helped WNET
navigate through the process of selling the
Hudson (after first exercising a right of first
refusal with St. Luke’s) and signing a new
lease at 450 West 33rd Street.  The end
result lowered costs substantially and
allowed WNET to enter the digital age,
ensuring that the station could continue to
fill its role in enhancing the quality of life
in New York City.

THE AMERICAN EXPERIENCE

Constructed in 1928, the Hudson was
built as a women’s residence, The
American Women’s Association
Clubhouse, by J.P. Morgans’s daughter,
Sarah.

During World War II, the property
was used by the U.S. government as
military barracks.  When the United
Nations was founded, its offices were
located there until its East Side home was
constructed.  In 1968, the building was
sold to Irving Schatz (“Schatz”), the then-
owner of the Empire Hotel, who became
aware that Met Life, the mortgagee, was
about to foreclose on the property.

AS TIME GOES BY

Schatz operated the property for a short
time as a low-budget hotel, but soon

recognized that the lower portions of the
building were more suitable for office than
hotel or residential purposes.  In 1973,
WNET, with executive offices at 10
Columbus Circle and several other West
58th Street low-rise buildings, signed a
15-year lease for approximately 50,000
square feet at the Hudson.  The ballroom
and other public areas were converted into
broadcast studios and production facilities.
The multitude of private rooms, all of
which had bathrooms, were largely used
for office and support functions. Although
WNET had to finance all of its own work,
the occupancy costs for this facility was
extremely low.

Over the next several years, WNET
consolidated all of its operations at the
Hudson and quickly grew to 240,000
square feet, through a series of lease
amendments that dramatically increased
WNET’s costs.  By 1985, WNET’s
occupancy had grown to 10 floors and the
lease had been extended through 2003
with costly escalation provisions.

St. Luke’s/Roosevelt Hospital (“St.
Luke’s”) followed a set of circumstances
that led the hospital to become a
tenant/owner in the Hudson.  With the
West 58th Street complex diagonally
across the street from the property, the
hospital leased space from Schatz, in the
upper portion of the building (floors 11-
24) in the late 1970’s.  The space was
originally contemplated for nurses and
doctors residences, outpatient clinics and
laboratories.
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Recognizing the tax advantages of
non-profit entities, Schatz filed with the
Attorney General to convert the building to
a condominium.  In 1985, WNET
purchased the base floors of the building
for $15 million and financed the
acquisition through newly created
Municipal Arts bonds at very favorable tax-
free rates.  WNET also received a right of
first refusal in the event of a sale of the
remaining floors.

The largest condominium owners
had a first right over the other major unit,
and Schatz had a second right if either unit
holder waived his right.  This would turn
out to be the key to the deal in the future.
A few years later, St. Luke’s followed suit at
$30 million, with a purchase money
mortgage for the entire acquisition price
over a 30 year term.  Schatz maintained
ownership of the West 57th Street stores,
the 10th floor (the floor separating the
hospital from WNET, which the station
leased from Schatz) and the penthouse
suite on the 24th floor which he continued
to use as his New York base of operations.

THIS OLD HOUSE

CBRE was employed in 1995 to study
strategic alternatives to WNET’s
occupancy at the Hudson, following in the
footsteps of two other brokers who failed
to find a solution for WNET.  With the
assistance of Tom Conway, WNET’s Chief
Financial Officer, and HLW International,
it’s architect, CBRE proposed “to finally
put WNET’s house in order.”

This included a complete assessment
of the existing headquarters building,
programming its architectural
requirements, an appraisal of the
estimated value of condominium unit and
the evaluation of potential relocation
alternatives.  It was clear from these
studies that the existing facility would
require enormous capital improvements.
Many scenarios were analyzed, including

restacking at Hudson, relocation to
alternative buildings in Manhattan
(Midtown, Midtown South and Downtown)
and suburban sites in New Jersey.

Years of neglect and limited
maintenance had caused the base
building systems to greatly deteriorate.
The HVAC/mechanical systems were
operating at extremely low levels of
efficiency and were at the end of their
useful lives.  Elevator systems and
bathrooms were deteriorating rapidly and
were not ADA-compliant.  The water riser
systems that serviced the 65 rooms per
floor failed periodically, causing business
interruptions and damaging sensitive
electronic equipment.  WNET’s core
business had also evolved over the years
to become less studio-dependent and
more post-production oriented.  As a
result, the two studios were vastly
underutilized.  WNET was able to lease
these premises to outside production
companies, but typically at a great loss.
To make matters worse, the floorplate
design was an open horseshoe, which was
extremely narrow in depth and had vertical
penetrations of riser systems, which served
a multitude of bathrooms every ten feet.
This caused enormous space inefficiencies
and made the space architecturally
inflexible.  By the end of 1996, it was clear
that in order to meet the goal of cost
reduction, while preparing for the
changing technology, relocation would be
a necessity.

LOOKING BACK

By 1993, St. Luke’s had long abandoned
the concept of using the Hudson as a
facility for its own use.  Due to the rent
stabilization laws of the City of New York
and with 158 single room occupants
(“SRO’s”) of the total 501 existing suites,
St. Luke’s had no choice but to continue to
operate the condominium as a hotel.
Recognizing that this was not their

business, the hospital entered into an
operating lease with Educational Housing
Services (“EHS”), a non-profit organization
specializing in providing housing to
college students in New York City.  The
hospital continued to lose money through
1996.  By this time, St. Luke’s itself was
experiencing severe financial difficulties
and verged on bankruptcy.  When it
merged with Beth Israel Medical Center,
Beth Israel directed St. Luke’s to
immediately dispose of the Hudson
condominium.  In January 1997, St.
Luke’s hired Julien J. Studley as their
exclusive broker, to market and sell the
condominium unit.

Meanwhile, CBRE continued to
develop marketplace alternatives and by
March 1997 had identified a prime
candidate: 450 West 33rd Street, a
property managed and leased by CBRE
and owned by John Hancock Life
Insurance Co. (”John Hancock”).  This
building offered a number of unusual
features that appealed to WNET:

•  The floor sizes exceeded 100,000
square feet.

•  Floor loads exceeded 100 lbs. per
square foot.

•  The column spacing was 25’ x 25’.

•  Unique opportunities for self-
controlled HVAC.

•  Heavy electrical power capacity.

•  Private loading docks and freight
elevator.

•  Ideal rooftop conditions for its two
(2) 50’ diameter broadcast satellite
dish antennas.

WNET was most interested in the former
skating rink space, encompassing the 16th
floor (as well as the 12th floor).  The 16th
floor had a 25 foot ceiling height, which
was ideal for WNET’s “pledge room,” as
featured in its televised fundraising drives.
Such height would also allow WNET to
create “rent-free” space by building a
mezzanine level on part of the floor.
CBRE aggressively negotiated for the entire
16th floor penthouse and the entire 12th
floor and quickly came to terms with the
landlord.  However, with the real estate
market showing signs of improvement and
new tenant interest growing rapidly, the
vacant space at 450 West 33rd Street,
which had been dormant for years, was
suddenly under siege.

Just as the landlord agreed to terms
with WNET, Cable News NetworkView of Main Entrance and Concierge Desk at the West 33rd Street Vestibule
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(“CNN”), who was facing a quickly
approaching expiration of its studio space
at 5 Penn Plaza, commenced with
aggressive negotiations for the same
space WNET thought they had come to
terms for.  CNN offered nearly $5.00 per
square foot more than WNET for the
space with fewer concessions of free rent
or TI allowances.  The landlord broke off
negotiations with WNET and pursued
CNN.

CHARLIE ROSE

CBRE reevaluated WNET’s need for studio
operations and arranged for executives to
tour the Charlie Rose studios at the
Bloomberg News Network offices at 499
Park Avenue (Rose began shooting his
show there in 1995).  The installation
demonstrated the feasibility of building a
television studio in a limited slab-to-slab
environment.  CBRE postulated that, with
some creative engineering, (a HVAC
plenum design, stacked on the contiguous
floor), the slab-to-slab dimensions of the
lower floors at 450 West 33rd Street could
be maximized and would be suitable for
WNET’s studio needs.  The 6th and 7th
floors at 450 West 33rd Street, which were
vacated by Citibank some 3 years prior,
were now available directly from the
landlord.  Recognizing that this would be
one of the last opportunities for WNET to
relocate within Manhattan, CBRE
aggressively negotiated for these premises,
quickly came to terms with John Hancock
and requested that a lease be prepared.

CBRE evaluated the feasibility and
projected value of the sale of the WNET
condominium with Landauer Associates
(“Landauer”), WNET’s appraisal advisor.
In November 1996, Landauer projected
that the premises (owned by WNET) was
probably worth between $18-24 million (a
rather broad range), with a probable value
of $19-20 million.  By the Spring of 1997,
the hotel market, fueled by the resurgence
of the tourist business in New York City
and the strong financial support of the
publicly traded Real Estate Investment
Trusts (“REIT’s”), was making an
unprecedented gain in interest and value.

In January 1997, Studley
commenced with the marketing of the St.
Luke’s condominium unit.  Once St. Luke’s
contracted to sell the property, WNET
would have 30 days to match the price
and 60 days thereafter to close on the
property.  St. Luke’s approached WNET to
waive its right.  WNET viewed the
purchase of the upper unit as a pipe-

dream since the station had neither the
capital nor desire to speculate in New
York real estate.  Recognizing the
opportunity to capitalize on the higher
value of the upper floors, CBRE advised
WNET not to waive its right, reasoning that
this was the best opportunity to enhance
the lower unit’s value.

CBRE worked behind the scenes
promoting the property to potential
purchasers.  CBRE met with the
prospective buyers for the St. Luke’s unit
and aggressively marketed the WNET unit
to hotel owners and operators on a local
and national basis.  Since WNET would
not speculate in real estate, a would-be
purchase would require a down payment
of $2.4 million and a total purchase price
of $24.4 million.  For WNET to consider
exercising its purchase option, the
prospective purchaser would have to

finance all acquisit7ion costs and fully
indemnify WNET from any legal liabilities
that could arise.  Schatz, who had a
secondary right of purchase behind
WNET’s right, had also talked to both St.
Luke’s and WNET about re-acquiring the
building and joint-venturing the property in
the form of a long-term operating lease
with a first-quality hotel operator.  He
believed that this would provide a
continued source of funding for WNET.
Schatz viewed his plan as his personal
contribution to “health and education,” St.
Luke’s was the “health” and WNET, the
“education.”

This was mostly philosophical. While
he maintained a very amicable
relationship with both organizations, his
greatest contribution was to his personal
estate.

SPREAD THE WORD

Studley issued an invitation to bid on the
St. Luke’s condo in April of 1997.  This
bid/auction process was designed to
secure the “highest and best” offer for the
property.  The usual suspects in the hotel
and residential arena in Manhattan real
estate participated in this process:
Bernard Goldberg of Gotham Hospitality,
Shalom Drizen of Brooklyn with Marriott
Courtyard, Philip Katz, the owner of the
Beacon Hotel, Arnold Goldstein of
Samson Management and a Israeli-tour
operator named David Avital who ran a
local parking garage company named
MTP (“More Than Parking”).  Avital was
the operator of the St. Luke’s garage on
West 58th Street and upon hearing that
the hospital was selling the condominium,
had lined up financing from family and
friends in Israel.  Most buyers would be
willing to purchase the WNET
condominium only after obtaining control
of the St. Luke’s unit.  The problem with
this strategy was that even if a purchaser
won the auction, it would be subject to
WNET’s right of first refusal, resting the
ultimate control with the station.  CBRE
drove this point home to each of the
bidders and invited them to partner with
WNET to acquire complete control of the
property.

WALL $TREET WEEK

CBRE contacted over 75 potential
purchasers and ultimately identified Ian
Schrager Hotels (“Schrager”), as the most
likely candidate to purchase the Hudson.
Schrager had demonstrated an appetite
for difficult conversions of former SRO
hotels in New York and upgrading them to
chic, upscale first-class properties.  Some
of his past New York projects included:
The Royalton Hotel on West 44th Street,
Morgan’s on Madison Avenue and The
Paramount on West 46th Street.  CBRE
offered the two condominium units at the
Hudson for $56.5 million to Schrager in
late April 1997.  Upon hearing that CBRE
could deliver the entire building, he
immediately wanted to pursue the Hudson.

Northstar Capital Partners, a new
real estate investment firm, which was
funded by Union Bank of Switzerland

View of Circulation Corridor Adjacent to Conference Room and Studios
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(“UBS”), provided Schrager with his
financial backing.  With this support,
Schrager would be able to pay the highest
and best price for the Hudson.  CBRE
acting as Schrager’s advisor reviewed the
building’s original plans and determined
the original number and layouts of rooms.
Working with Lehrer McGovern Bovis
(“LMB”), Schrager’s principal construction
manager, CBRE developed a
redevelopment program and budget for
the entire building.  CBRE also evaluated
the impact of the 158 SRO’s and created
a projected construction cost versus
income analysis which was expressed on a
cost per room basis.  Schrager, impressed
with the results, conferred with Northstar
and prepared an offer to purchase the
building.

St. Luke’s notified WNET on June 2,
1997 that Real Bidder, LLC (“Real”), led
by David Avital, had signed a contract for
its condominium unit, pursuant to the
terms of the condo documents.  WNET
now had 10 days to submit a list of
questions and requests for additional
information.  CBRE and WNET’s attorneys,
Hollyer Brady (“Hollyer”), prepared a
comprehensive 24-point list which would
slow St. Luke’s progress to close the
contract.  By June 12th, St. Luke’s had still
not provided WNET with all of the
requested material, but notified them that
the 30 day time period would now
commence.  The clock was ticking.  The
board of directors of WNET appointed a
real estate committee led by New York
real estate attorney, Jerome Green, Esq.
The committee favored a sale of the

WNET unit to Avital.  CBRE knew that
Avital would either low-ball the deal or
simply purchase the St. Luke’s unit and
wait for WNET to sell at a later date.
Since the first right was reciprocal, the
selling of the units was always a game of
“chicken,” to see who goes first.  Although
CBRE vehemently disagreed with this
strategy, WNET continued its attempt to
sell its condo unit to Avital.

MASTERPIECE THEATRE

At this time, Schatz, operating from
“command control” in his Palm Beach
home, was entertaining proposals from
every major hotel operator and developer
in New York City, confident that WNET
would waive its right.  Schatz still believed
and acted as if WNET and St. Luke’s were
his tenants and that he still owned the
building!  Clearly Schatz would be a
problem in any sale, so a strategy had to
be crafted to compel him to cooperate.

The CBRE team carefully analyzed
the sale provisions of the condo
documents and identified a potential
loophole:  WNET could joint-venture its
position with a designee entity in which it
had a controlling interest.  This would
provide the needed leverage to gain
Schatz’s cooperation.  WNET’s real estate
committee outright rejected this
recommendation and continued to pursue
Avital as a direct purchaser of the WNET
unit, expecting that Schatz would allow the
sale.

But Avital would not commit to pay
the $25 million that WNET sought for its

unit.  WNET finally turned to CBRE and
asked to meet with its best prospect,
Schrager.  On June 23, 1997, Schrager
proposed a $53 million purchase price.
WNET was elated, CBRE had been right.
Schrager had the right team in place to
make this acquisition and best of all, they
were prepared to move quickly to
complete the deal.  Skadden Arps
(“Skadden”), Schrager’s attorneys,
determined that Schatz could be
neutralized through the formation of a LLC
entity, as a WNET designee.  They also
indicated that this would be the only way
that Schrager could do the deal. WNET’s
real estate committee had no other choice
but to agree to proceed on that basis.

St. Luke’s assembled the last of the
requested information by June 23, 1997
and mandated through their attorneys,
Rosenman & Colin, that WNET would
have to issue its right by July 23rd or lose
it.  Skadden negotiated with Rosenman to
move the date to August 5th.  Skadden
was an important component to the
Schrager team.  As one of the largest law
firms in the U.S., with a strong corporate
litigation practice, it presented tough odds
in a legal battle and dealing with the cast
of characters of this deal, litigation was a
real possibility.  Skadden prepared the
documents to create the designee LLC
entity that would eventually transfer the
WNET condo ownership and its option
rights to Schrager.

Avital soon learned that Schrager
was proceeding with WNET and began
serious threats of litigation.  This made St.
Luke’s extremely nervous and tough to
deal with.  The hospital had one goal, the
sale of its unit and as far as it was
concerned, Avital was an adequate buyer.
In addition, learning that CBRE had
packaged the entire building, it assumed
(although it did not know for sure), that
WNET might be profiting at its expense.
The hospital did not take kindly to this, but
what could they do?  WNET and CBRE
had outmaneuvered them.  St. Luke’s
became increasingly difficult to deal with
and tried to limit access to its condo unit
to Schrager and his consultants, but to no
avail.  Skadden ultimately prevailed in
securing their cooperation.

MISTER ROGERS’ NEIGHBORHOOD

Meanwhile at 450 West 33rd Street, John
Hancock, sent WNET the first draft of lease
in late June.  After review of the
documents, Hollyer indicated that the
lease was such a tough document that six

View of Main Boardroom/Conference Room Facilities



CB Richard Ellis Case Study

March 17, 2004 | CB Richard Ellis | 5

months would not be enough time to get it
in shape to sign.  Hollyer told WNET that
given the time frame available to
negotiate, (30-60 days because of the
condominium sales), the station should
consider alternative space.  CBRE recalled
that The Daily News, a Boston Properties
company, owned by Mortimer Zuckerman,
(and a WNET director and a member of
the real estate committee), had recently
signed a lease for 120,000 square feet at
450 West 33rd Street.  CBRE convinced
John Hancock to give WNET the Daily
News form of lease to expedite the
negotiation.  This unlocked a major
logjam in the negotiation process and
continued the lease discussions through
the summer.

However, the far-west location of
450 West 33rd Street raised safety
concerns among some WNET staffers.  To
make matters worse, the FBI held a drug-
ring sting at McDonald’s on West 34th
Street and Tenth Avenue which went awry
and ended up with several fatalities.  CBRE
prepared a comprehensive survey of
alternatives in excess of 100,000 square
feet and identified 111 Eighth Avenue at
Eighth Avenue and West 15th Street as
another potential site of consideration.
111 Eighth Avenue had been on the radar
screen early in the investigation process,
but was not selected by WNET.  One of
the chief issues, was the potential to
convert the lease into a “synthetic
condominium” which with the cooperation
of the City of New York could save the
station up to $8 million over the term of
the lease.  Since 111 Eighth Avenue was
owned without a mortgage by an old-line
conservative New York family estate, the
prospect of possibly impacting the title of
the building was non-negotiable.  After
CBRE walked the 450 West 33rd Street
neighborhood with WNET and arranged
for a meeting with AMTRAK/Metro-North,
who was located in a neighboring
building, the station was able to get over
the McDonald’s incident, and permitted
the economics to be the driving force of
the site selection.  WNET elected to move
to the up and coming Penn Station District
that was quickly becoming the next new
development zone in the City of New York.

GREAT PERFORMANCES

By the end of July, the pressure to exercise
the Hudson option was mounting.  Avital
was maintaining that the date to exercise
the option had passed and consequently,
WNET had waived its right.  Avital also

claimed that Schatz would cooperate with
him to allow the purchase to go through.
CBRE knew that Schatz had no intention of
waiving his right, in fact, if WNET waived,
Schatz would exercise his right and simply
terminate his $24 million mortgage with
St. Luke’s.  This he thought would
effectively permit him to assume the title.
Meanwhile, Schrager also was negotiating
with Schatz, to get him to endorse his
acquisition and also sell him the 10th floor
and ground floor retail premises.  Schatz
loved the attention he was receiving but
remained unmoved and continued to talk
about a 65 year operating lease.
Frustrated with Schatz’s refusal to
cooperate, Schrager directed Skadden to
close the designee LLC entity documents
and exercise the option to purchase the St.
Luke’s unit.

WNET had to scramble to arrange a
telephonic Board of Directors meeting to
obtain approval to proceed on the
transactions.  Over 40 board members
were conferenced into the call and were
contacted in places throughout the country
and as far as a cruise ship off the coast of
Norway (Bill Baker, President of WNET
was on a fund-raising junket).  On August
12, 1997, Schrager and WNET became
partners in the LLC entity, and WNET sent
notification of its exercise of option to St.
Luke’s with a certified check for $2.4

million which was funded by Northstar.
The foundation of the transaction was
finally in place.

FIRING LINE

Avital’s reaction was fury.  He immediately
placed a “Lis Pendens” on the property to
block the sale to the LLC entity and
commenced litigation with St. Luke’s for
specific performance and named WNET
for tortuous interference.  His complaint
cited several issues including: missing the
date of the exercise of the option, the
invalidity of the designee structure, and
Schatz’s purported intention of granting
the option for the exclusive use of the
condominium owner (which was not true).
Skadden reacted to Avital’s action by
directing Schrager to acquire the
mortgage from Schatz, which in essence
enabled him to pre-purchase the unit even
if Avital’s case was determined to have
validity.  This strategic move served two
purposes, it lined Schatz’s pocket and
paved the way for his future cooperation.

But there were other problems that
also cropped up.  EHS had been given
notification by St. Luke’s that their lease
would be terminated as of May 31, 1997
and that the premises must be fully
vacated within 90 days of termination.
EHS had been operating under a little
known provision of the rent stabilization

View of Broadcast Center Master Control Console and Display Wall
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laws in New York City that allowed
transient tenants to be evicted provided
that their “occupancy” were less than one
year and the operating entity was a non-
profit organization.  EHS had case law to
support this position.  With the deadline
running out by the end of August and non-
stabilized tenants still in place, CBRE
recognized that Schrager must extend
EHS’s services or risk the additional loss of
important income producing hotel rooms.
CBRE arranged for Schrager’s direct
contact with EHS, which served as the
impetus to deal with this important issue.

Schrager’s obligation to both WNET
and St. Luke’s was to fully indemnify and
defend legal claims.  By the first week of
September, Skadden in an expedited legal
procedure, convinced the Court to dismiss
the case threatened by Avital.  Avital
quickly appealed, but was instantly
rebuffed by the Court, making way for the
closing of the sale of the St. Luke’s condo
unit on September 12, 1997.  With the
legal difficulties put to rest, WNET simply
exercised its option on its own behalf and
“flipped” the St. Luke’s condo unit to Ian
Schrager Hotels.  Northstar provided the
necessary capital and brought WNET yet
another step closer to completing its
objective.

ONE-ON-ONE

WNET was now ready to complete the
negotiations with John Hancock for 450

West 33rd Street.  In the six months since
the deal was first negotiated, the market
had heated up, and the landlord’s
appetite to complete it was quickly fading.
With 111 Eighth Avenue out of the picture,
all focus was placed on completing this
transaction.  CBRE now had to convince
John Hancock to do to the deal and
WNET still needed to negotiate several
critical issues.  The landlord’s position was
clear, sign the document, “as is” or lose
the space.  Competing deals for the space
were starting to materialize for as much as
$5.00 more per square foot than the rate
that the landlord had offered to WNET.
While negotiations proceeded, WNET was
not ready to close the lease.  It was
waiting for something else.  There were
other conditions to the purchase of the St.
Luke’s purchase arrangement that made
this deal conditional.  Schatz, who had
been unwilling to cooperate, now had to
be brought under control.  He never
believed that WNET would exercise its
option on its own behalf, or be able to
find a party to fund the acquisition of the
both units.  Now that Schrager had shown
he was for real and committed to the
building, Schatz was ready to deal with
him.  Schatz agreed that if Schrager
extended the lease for the 10th floor for
an additional 20 years instead of
exercising the WNET’s purchase option, he
would waive his future rights of first refusal
and not support Avital’s continued

litigation threats.  Schrager was also
arranging financing with Northstar for the
property and had the right to terminate its
interest and sell the condo unit if they
decided that they did not want to proceed
any further.  The kick-out date was
November 3, 1997, but due to additional
modifications that were required to certain
documents, WNET agreed to extend the
date for two days.  After many threats,
promises and a lot of very real concerns,
the notification to commit was sent to
WNET and the exercise of Schrager’s
option to purchase the WNET
condominium was received at 5:00 PM on
November 5, 1997.  A deep sigh of relief
went out from WNET, yet another
component of this very complicated
transaction was complete.

FRONTLINE

The light at the end of the tunnel was now
in sight, but John Hancock was
threatening to pull the 450 West 33rd

Street lease if it was not signed by the
close of business, November 7th.  CBRE,
Hollyer and Proskauer Rose, the landlord’s
attorney raced to close the transaction with
WNET.  With WNET’s President, preparing
to leave town for the week, signature
pages were executed and the documents
were complete.  But the negotiation did
not end there.  When the documents were
sent to Boston to the corporate offices of
John Hancock for countersignature, the
committee which approves transactions
and its legal counsel could no longer
accept some of the provisions of the lease
which were negotiated months earlier.
Another week of changes, arguments and
modifications resolved these issues and on
November 22, 1997, the lease became
effective at 450 West 33rd Street.  After  24
years, WNET finally had its new home.

NEW TELEVISION/CITY ARTS

The remarkable accomplishment of this
series of transactions is highlighted by the
fact that at least twice before WNET had
been poised to relocate and decided it
could not justify doing so.  CBRE’s sharp
insights and advice, as well as its relentless
pursuit of alternatives, were critical to this
relocation crusade.  The transaction’s
timing was exceptional for WNET, allowing
the lease to be committed at a “pre-spike”
phase of a rising leasing market and
closing the condo sale at an optimal
“spike” price achieving 25%-30% greater

View of Broadcast Production Center Console and Display Wall
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value.  The various transactions and
activities required:

•  The exercise of right of first refusal
by WNET.

•  The sale of 232,550 square foot
St. Luke’s condominium unit.

•  The sale of 237,512 square foot
WNET condominium unit.

•  A waiver of secondary right of first
refusal by Schatz.

•  An assignment and extension of the
10th floor lease.

•  A lease of 192,000 square feet at
450 West 33rd Street.

The parties to the transactions ultimately
garnered the various benefits that they had
been seeking:

•  WNET and St. Luke’s extricated
themselves from obsolete, costly
facilities.

•  Ian Schrager gained control of the
largest hotel redevelopment in New
York City.

•  Irving Schatz was able to retain a
long-term interest in a property he
long owned.

•  John Hancock was able to secure a
prominent “media” tenant for a
building known as a back-office
processing center for banks.

•  WNET was able to gain a low-
priced new home where it can
create a state-of-the-art digital
broadcast facility, at an annual
savings of $1.5 million over its
former space.

•  Two of NYC’s most prominent non-
profits were able to re-establish
their viability for the foreseeable
future.

The transactions were a recipe of time,
persistence and creativity that were
orchestrated by CBRE after careful
planning and precision implementation.
The solution produced a result that
benefited all the participants and New
York City was able to ensure the
continuance of WNET as a cornerstone in
the municipal arts of the city.

©2004 CB Richard Ellis, Inc.  The information above has been obtained from sources believed reliable.  While we do not doubt its accuracy, we have
not verified it and make no guarantee, warranty or representation about it. It is your responsibility to independently confirm its accuracy and
completeness.  Any projections, opinions, assumptions or estimates used are for example only and do not represent the current or future performance
of the property.  The value of this transaction to you depends on tax and other factors, which should be evaluated by your tax, financial and legal
advisors.  You and your advisors should conduct a careful, independent investigation of the property to determine to your satisfaction the suitability of
the property for your needs.  CB Richard Ellis, Inc.


