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ing methodology changes because 
they do not understand new guidance 
and lease accounting standards. Our 
Advisory Services team recently helped 
a large, private real estate company nav­
igate a complex set of regulations to 
accelerate the deductibility of tangible 
property through demolition, renova­
tion or disposition . It was important to 
retain comprehensive documentation 
and specific reasons for accounting 
methodology changes. As a result, our 
real estate client is now knowledgeable 
about specific strategies to maximize its 
tax efficiencies and increase cash flows, 
giving the company a competitive 
advantage in the marketplace. 

Grassi & Co. 
By William Hughes, CPA, 
Audit Partner 

We did an initial finan­
cial statement and tax 

review for one of our construction 
clients and uncovered a lot of different 
areas to help save them money, includ­
ing tax method reporting and timing 
differences, domestic production activi­
ties deduction (DPAD) and more accu­
rate year-end planning. Additionally, we 
worked with them on financial report­
ing and disclosure information to both 
its bank and surety. Our review also led 
us to bringing in an outside company to 
help with both construction and internal 
software and hardware implementa­
tions, which helped integrate their 
accounting functions, provide more 
accurate reporting, current cash flow 
analysis, and the ability to access their 
key financial metrics on a daily basis. 

Klatzkin & Company LLP 
By Tom Martin, CPA, 
Managing Partner 

One of the more interest­
ing ideas I have seen from 

our tax department was the use of the 
alternative cost method for a residential 
real estate developer. By requesting this 
method, a developer can include in the 
basis of lots sold the allocable estimated 
costs of common improvements such as 
streets, sidewalks, sewer lines and recre-

ational facilities . The developer must be 
contractually obligated or required by 
law to provide the common improve­
ment. The estimated cost of common 
improvements that a developer takes 
into account are those the developer has 
already incurred and those it reasonably 
anticipates it will incur during the suc­
ceeding 10 tax years. The costs allocated 
to the basis of lots sold cannot, however, 
exceed the amount of those costs that 
the developer has actually incurred by 
the end of the tax year. Even with this 
limitation, the deduction of costs can be 
significantly accelerated to defer taxes 
in the early years of a project when cash 
flow may need a boost. The accounting 
for the alternative cost method can be 
quite complex, but filing a request to use 
this method should still be considered by 
real estate developers and sub-dividers 
starting a long-term project. 

Sax LLP 
By Joseph Shannon, CPA, 
ABV, CVA, CFE, Partner, 
Leader, Real Estate Practice 

A real estate client 
called for assistance in structuring a deal 
whereby they would contribute unde-

veloped property, and a private equity 
partner would contribute cash for devel­
opment in a new joint venture partner­
ship. The joint venture would then dis­
tribute $1 .5 million to our client as part 
of the deal. The issue in turn was that 
the Internal Revenue Code views this 
as a taxable "disguised sale," treating 
a portion of the property as being sold 
in a taxable transaction. Disguised sale 
rules are complex, and layered with 
many "traps of the unwary." To bypass 
this, our real estate advisors identified 
two exceptions that could be used as 
part of this transaction: One, there was 
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a reasonable preferred return on invest­
ment, which is a preferential distribu­
tion to investors that cannot exceed 
150 percent of the highest applicable 
federal rate in effect when the payment 
is made. Two, prior to the contribution 
of the property to the new joint ven­
ture, our client borrowed funds from 
a bank to reimburse its investors for 
qualified preformation expenses. Under 
both exceptions, disclosure is not requir­
ed on the joint venture tax return as 
long as the partnership met the strict 
requirements per the disguised sale tax 
regulations. In conclusion, our client 
received the $1.5 million without trig­
gering a taxable disguised sale event. 

Sobel & Co., LLC 
By Mariana Moghadam, 
CPA, Tax Director, Real 
Estate Practice Director 

Real estate owners 
often spend a significant amount replac­
ing portions of building components. 
Generally, costs that don't have direct 
benefit, and are not incurred because 
of an improvement, do not have to be 
capitalized and are currently deductible 
as repair and maintenance costs. We 

recently worked with a new client that 
had an extensive list of capital assets. 
We reviewed and analyzed their sched­
ule of property, plant and equipment. 
With our understanding of building 
components and the Tangible Property 
Regulations, we were able to ask 
insightful questions to obtain the facts 
and circumstances and evaluate the 
nature of the work that was performed 
since the purchase of the building. Our 
careful analysis produced supportable 
rationales for appropriately treating a 
majority of the expenditures that were 
previously capitalized as deductible 
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repair and maintenance costs. Because 
of the unique opportunity that was 
available to taxpayers in 2016, we were 
able to request an automatic change 
in accounting method for our client 
and deduct the remaining book basis 
of those assets. As a result, our client 
received an extensive tax benefit from 
this deduction. 

BANKING: CONSTRUCTION 
& REAL ESTATE PROJECTS 

CSBK 
By Diane Scriveri, Executive 
VP, Chief Commercial Loan 
Officer 

Recently a CSBK com­
mercial real estate client experienced 
a major fire within their 36-unit apart­
ment building. We learned of the early 
morning fire watching it live on major 
news channels; that same day we con­
nected directly with the client. Our pri­
ority was to. confirm there were no 
injuries. We then contacted their insur­
ance carrier to facilitate the release 
of claim proceeds to CSBK. Security 
deposits were returned to the tenants, 
and we met with our client on-site 
as plans to rebuild were formulated. 
Despite delays within the permitting 
process, the CSBK team made sure funds 
were available for the restoration work 
to continue. Our real concern for the 
displaced residents and responsiveness 
has solidified the meaning of communi­
ty banking for these clients-we were 
there when they needed us most. We 
are happy to report the restoration is 
ahead of schedule and many of the for­
mer tenants are eager to move back in. 

Valley National Bank 
By Tom /adanza, Senior 
Executive VP and Chief 
Lending Officer 

Being able to deliver for 
a real estate developer is a key element 
in any banking relationship. At Valley 
National Bank, we pride ourselves in 
developing the sustainability aspect of 
any of our customer relationships. Case 
in point, a successful and longtime real 

estate developer gets well down the 
road on a large North Jersey condomini­
um project only to find out terms and 
conditions offered by a competing bank, 
were not as advertised. Under construc­
tion at that point, the customer called 
Valley with "I need to close. Can you 
help me?" With clear lines of communi­
cation and a flexible approval process 
with senior management, our loan offi­
cer was able to respond quickly and 
close within the required timeframe. 
The construction loan was approved 
and closed shortly as advertised. Our 
ability to remain flexible and meet the 
diverse needs of our client helped us 
create a new relationship. 

ENVIRONMENTAL BUSINESS: 
CONSTRUCTION & REAL ESTATE 
CASE STUDIES 

Atlantic Environmental 
Solutions Inc. 
By Michael Novak, 
President 

After Hurricane Sandy, 
a neighborhood in the City of Bayonne 
experienced considerable flooding, 
and when the water receded, it left 
behind an oily mess on homes, garages, 
etc. AESI was brought in to help the city 
with reconnaissance and remediation 
including soil and air sampling, cleanup 
activities and other related services. 
We determined the source of this oil 
spill was surficial and not ongoing; 
given the magnitude and chaos of 
this storm, the source was never really 
known. AESI evaluated 1,500 homes 
impacted by Superstorm Sandy, and 
provided LSRP services for the City of 
Bayonne. Flooding also impacts a build­
ing's indoor air quality (IAQ). When 
a property owner calls us about flood 
damage, we perform a site inspection 
and testing, and, if mold is discovered, 
a remediation program is designed, 
which involves removing all mold-dam­
aged materials and setting up a contain­
ment area where all work is performed 
to minimize mold spores being released 
into the air. Once the site is cleaned 
and air quality passes inspection, we 
help the property owner with their 
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rebuilding efforts. After the recent 
hurricanes, a national retailer recently 
awarded AESI an IAQ and mold evalua­
tion survey for 50 of its stores in Puerto 
Rico impacted by hurricane damage. 

Tapash 
By John Bee, P.G., LSRP, 
President and CEO 

At a location in Atlantic 
Highlands, there was a 

historic onsite coal and feed supply 
(Mortensen and Coutts, 1950-1976) and 
fuel oil supply operation (identified as 
McConnell Fuel Oil) between 1976 and 
1986 that included two 10,000-gallon 
ASTs. An onsite fuel oil spill was report­
ed to the NJDEP in 1978. Former onsite 
operation of boat storage/maintenance 
and reported boat/engine repairs were 
conducted during the 1980s and 1990s 
and have impacted the shallow historic 
fill soils, identified by sampling by 
Mellick Tulley. 

Tapash Environmental Consultants 
found that the site was contaminated 
with fuel oil at the southwest corner 
of the site from the prior fuel oil dealer­
ship and metals in the surficial fill from 
the boat storage and painting. Tapash's 
work involved site investigation and soil 
removal, taking post excavation soil 
samples and ground water samples from 
five temporary wells to 10 feet installed 
by a Geoprobe drill rig. The investiga­
tion was prompted by the presence of 
trace amounts of fuel. 

AOC-5/REC-5 ground water was identi­
fied by MTA as contaminated with pol­
yaromatic hydrocarbons (BN, 2-methyl­
naphthalene at 157 ppb exceeds the 
NJDEP GWQS of 30 ppb) from the oil 
spillage and metals. Ground water sam­
pling results from MW-2 detected sever­
al metals (arsenic, iron, magnesium and 
sodium) above the NJDEP Ground Water 
Quality Standards (GWQS). It should 
be noted that several of these metals 
were also detected in the fill material 
above the IGWSSL. After the historic 
fill and oil-contaminated soils were 
removed in July 2015, there were no 
polyaromatic hydrocarbons in the 
ground water above the Drinking 
Water Standards. 
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Tapash dug up approximately 100 tons 
of reinforced concrete slabs and piers 
and 1,500 tons of contaminated historic 
fill soils, removed a fuel oil spill in the 
western corner and backfilled the exca­
vation with certified clean clay fill from 
the Raritan Center clay pit. 

For the real estate developer, all sus­
pect fill-including a layer of coal and 
ash-was removed and replaced with 
clean fill, and the fuel oil spill in the 
north of the site adjacent to the former 
above-ground tanks and the rail siding 
was removed by over-excavation . We 
resealed the deeper excavations below 
seven feet with Raritan Clay to replace 
the glauconitic clay layer beginning at 
four feet to seven feet deep under the 

site. We backfilled to two feet above 
the water table. 

HIGHER EDUCATION: NJ COLLEGE AND 
UNIVERSITY CONSTRUCTION PROJECTS 

Bergen Community College 
RSC Architects, Benjamin R. Harvey 
Contractors 

Bergen Community College's Health 
Professions Integrated Teaching Center 
represents the institution's project as 
part of the 2012 Building Our Future 
Bond Act passed with bipartisan support 
in the legislature and approved by voter 
referendum in that year's elections. The 
63,000-square-foot, state-of-the-art facil-

ity features simulation laboratories and 
SMART classrooms to enhance the learn­
ing experience, preparing students with 
the advanced skills needed to succeed 
in today's evolving healthcare labor mar­
ket. A first-floor, 24-chair dental hygiene 
clinic allows students to complete 600 
hours of clinical practice, and provides 
the local community with a low-cost 
oral healthcare option . 

Berkeley College School of Health Studies 
Architect: Michael Kuybida, Woodland 
Park, New Jersey Contractor: Vericon 
Construction, Mountainside, New Jersey 
(Charles DeAngelis) 

continued on page 46 
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The School of Health Studies facilities 
at Berkeley College in Woodland Park 
include nine teaching laboratories, staff 
offices and faculty work stations. The 
labs are used to teach students enrolled 
in the Medical Assistant, Practical Nurse, 
Patient Care Technician, Surgical Process­
ing Technician, and Surgical Technology 
programs. Berkeley College in Woodland 
Park also offers an accelerated program 
for Licensed Practical Nurses (LPNs) to 
earn their Bachelor of Science in Nursing 
(BSN) degrees in less than three years. 
The facilities are located adjacent to 
Renaissance Hall, a modern hub for 
campus activities, student resources and 
amenities, and student services such as 
the Library and the Center for Academic 
Success. 

Georgian Court University 
General Contractor: Irwin & Leighton, 
King of Prussia, Pennsylvania 

Georgian Court University is renovat­
ing Hamilton Hall to improve its facili-

ties for nursing education. The upgrades 
will enable GCU to expand the Georgian 
Court-Meridian Health School of Nurs­
ing program to increase the number 
of highly trained, bachelor's degree-pre­
pared nurses for New Jersey's healthcare 
system. The completed renovations 
include classroom reconfiguration to 
allow for larger classrooms and labs; 
technology upgrades for five teaching 
spaces; accessibility improvements, 
including the installation of a new ele­
vator to allow handicap access to all 
three floors of the building; parking lot 
reconfiguration to meet parking needs 
of the program expansion; building 
improvements to increase energy effi-

New Jersey's LSRP Program 
is Working and Improving 

ciencies, including window replacement, 
LED lighting, a boiler addition and heat­
ing zone control and electrical upgrades; 
and nursing equipment upgrades and 
the purchase of high-fidelity human 
patient simulators to enhance nursing 
training. 

Hudson County Community College 
RSC Architects 

In September 2017, a new $25.9 
million, 70,070-square-foot Science, 
Technology, Engineering and Math 
(STEM) building opened on the 
Jersey City campus of Hudson County 
Community College. Designed by 
Hackensack-based RSC Architects, 
the state-of-the-art complex consoli­
dates and centralizes the college's STEM 
programs into one location serving 700-
750 students. Opened for the Fall 2017 
semester, the new building is located 
at 263 Academy Street near Journal 
Square in Jersey City, with easy access 
to NJ Transit buses and trains. The site 
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The LSRP program has made a difference in communities across the state, protecting 
public health, natural resources and creating opportunities for redevelopment and jobs. 

EW JERSEY'S 
Licensed Site 
Remediation 

Professional (LSRP) program is an 
outstanding example of the New 
Jersey Department of Environmental 
Protection's (NJDEP's) success at being 
innovative and transforming the way 
we carry out our mission. Since the 
start of this program, the pace and 
progress of remedial investigations 
have picked up markedly. Responsible 
parties have clear goals and understand 
our expectations for thorough and 
timely cleanups. Today, we have some 
14,300 active contaminated sites, 

down from 20,000 prior to the passage 
of the Site Remediation Reform Act. 

The number of contaminated sites­
including many underground storage 
tank cases-is always fluctuating, as 
sites enter or are removed from the 
state's Known Contaminated Site List. 
In fact, some 25,000 sites have been 
successfully processed through the Site 
Remediation Program thanks to our 
new efficiencies. The LSRP program 
has made a difference in communities 
across the state, protecting public 
health, natural resources and creating 
opportunities for redevelopment 
and jobs. 
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Through the Brownfields 
Development Area program and 
Hazardous Discharge Site Remediation 
Fund, the NJDEP has provided more 
than $70 million in grants for more 
than 275 projects since 2010. Through 
our partnerships with businesses, munic­
ipalities and others, we have turned 
many of these sites back into economi­
cally valuable properties once again. 
The NJDEP continues to work closely 
with the USEPA to ensure that New 
Jersey's Superfund sites are cleaned 
up and that every effort is made to 
ensure responsible parties are held 
accountable for paying for the work. • 
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was formerly a parking lot for the 
school. The new STEM facility includes 14 
general classrooms; 10 science labs for 
the study of microbiology, genetics, and 
engineering; an open lobby design; an 
outdoor collaborative space; a multi-pur­
pose room; and offices for administrative 
officials. State-of-the-art equipment 
including autoclaves, incubators, ioniz­
ers, explosion-proof refrigerators and 
vacuum ovens were built into the labs. 

Kean University 
Gruskin Group 

The 114,700-square-foot North 
Avenue Academic Building houses 
Kean's health and computer science pro­
grams. The high-tech educational and 

research facility opened on June 9, 
2016. The building is designed to 
anchor Kean's campus architecturally 
and extends the university's pedestrian­
friendly campus plan with flowing paths 
and park-like outdoor spaces. Gruskin 
Group designed the building with a 

The Mortgage Expert 
is No\N an Author 

LESSONS FROM MY GRANDFATHER: 
Wisdom for Success in Business and Life 

By Marc Demetriou 

The guiding principles received from an immigrant forbearer 
illuminate the road to success in this loving tribute from Marc 

Demetriou, The lessons Demetriou learned from his grandfather 
are compellingly revealed and explained in the book through 

Charlie's life story. (Published by Highpoint Life). 

"Marc Demetriou has written a superb success guide unlike any other. 
Based on fifteen universal principles, Lessons From My Grandfather will 

help you achieve the success you deserve in life and business." 
- Barbara Corcoran, founder, The Corcoran Group, 

and investor on ABC's Emmy Award-winning show, Shark Tank 

To purchase visit www.Grandfatherlessons.com 
or www.amazon.com 

48 COMMERCE • www.commercemagnj.com 

number of unique features, including 
a 500-seat auditorium featuring a Meyer 
Sound "Constellation" active acoustic 
system; an interactive audience collabo­
ration system; and a 30 foot wide by 
7 foot high, interactive iTouch wall. 

LAW: CONSTRUCTION 
& REAL ESTATE CASE STUDIES 

Cole Schutz P.C. 
By Richard W. Abramson, 
Esq., Member and 
Co-Chairman, Real Estate 
Department and the 
Real Estate Special 

Opportunities Group 

In March 2017, a developer client dis­
covered that sprinkler heads that had 
been installed in a northern New Jersey 
warehouse were not code-compliant. 
More specifically, because the height of 
portions of the warehouse exceeded 40 
feet, the responsible subcontractor was 
required to install K-25 pendant sprin-

continued on page 50 
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kier heads. Instead, the subcontractor 
installed less powerful K-16.8 sprinkler 
heads. We worked with the client in 
reviewing numerous proposals for the 
corrective work and, on behalf of the 
client, negotiated an agreement where­
by a new contractor agreed to perform 
the requisite corrective work for approx­
imately $100,000. We also worked with 
the client in negotiating four settlement 
agreements whereby the general con­
tractor, its responsible subcontractor, 

the architect and an 
::t::;l engineer each agreed 
~ t to pay to the client 

25 percent of the 
cost of the correc­

tive work in 

view of each party's failure to perform 
the installation or oversee the installa­
tion of the sprinkler heads as required 
by their respective contracts. 

Greenbaum, Rowe, 
Smith & Davis LLP 
By Thomas J. Denitzio, Jr., 
Esq., Co-Chair, Real Estate 
Department 

Having served as General Counsel 
to New Jersey REALTORS® (NJR) for 
many years, the firm's Real Estate 
Department recently advised NJR on 
the development of its new headquar­
ters location in Trenton. Our attorneys 
negotiated and structured a complex 
redevelopment agreement with the 
Mercer County Improvement Authority 
(MCIA), pursuant to which NJAR pur­
chased land from the MCIA and con­
structed its headquarters building at the 
property. We advised NJR on obtaining 
its land use approvals for the new build­
ing and counseled NJR regarding prop-

erty tax abatements and other econo­
mic incentives for the project. Our team 
negotiated the construction agreement 
with NJR's general contractor and the 
architect's agreement with the project's 
architect and advised NJR on the envi­
ronmental remediation of the site. 
In addition, team members advised NJR 
on access and parking easements enter­
ed into with the MCIA in connection 
with the shared use of parking facilities 
at the site, and assisted the team with 
the closing on the site acquisition . 

Mandelbaum Salsburg 
By William Barrett, Esq., 
CEO 

Mandelbaum Salsburg 
had a client looking to sell 

an old commercial/industrial property in 
Newark. We had a Phase I environmen­
tal site assessment, the only noteworthy 
issue in which was a sentence indicating 
that in the 1930s the building had been 
used for hat manufacturing . Since we 

continued on page 52 
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knew from the "Mad Hatter" in Alice's 
Adventures in Wonderland what made 
hatters go mad, we were concerned that 
those hat manufacturing operations 
may have used mercury, an expensive, 
hazardous substance. We recommended 
that the client purchase an environmen-

tal insurance poli­
cy before per-

••••• •• ••• • • • • • • • • • • 
• • • • • • • • • • 
• • • • • • • • • • 

mitting any contract purchaser to 
do any environmental tests during 
its due diligence on the property. 
We negotiated and procured the policy 
for the client. Long story short, the con­
tract purchaser tested for mercury and 
found it throughout the lower floors 
of the building . The insurance company 
has confirmed that we now have $2 

million in insurance coverage 
to assist with the remedi­
ation of the mercury 
in the building. While 
we've assisted clients 
with the purchase 

of environmental 
insurance policies 

for more than 
200 properties, 

this is one of 
the better exam­
ples of solving 
a problem the 
client didn't 

even know 
that it had. 

Norris McLaughlin 
& Marcus, P.A. 
By Dan Guadalupe, Esq., 
Director, Construction 
Practice 

A famous fictional detective said, 
"The world is full of obvious things 
which nobody by any chance ever 
observes." But I have observed keenly 
over the years. I was representing the 
owner of a new commercial warehouse 
in New Jersey. The contractor did a hor­
rible job with the concrete slab and the 
pavement, both key to a warehouse. 
We sued. The contractor confidently 
swore to the jury several times he was 
at the site every single day devoting 
his full attention. What he didn't know 
was that in a deposition, I noticed the 
logo of his golf club on his polo shirt. 
I directed my team to investigate. The 
club was in Florida, and he was a mem­
ber. He was there the entire month he 
told the jury he was in New Jersey. If he 
was there for a month, I figured he 

• •• •• • • •• L 
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• • • • • • • •• L •• ••• •• ••• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 
With perspective formed by 80 years of experience 

and insight, Connell Foley LLP provides clients 
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probably bought a house at the golf resort. Bingo . He 
bought a house, went to a closing, and played golf several 
times-during the very month when he was supposedly 
visiting the site every day. I even showed him copies of his 
own plane tickets. He fell on his sword in cross-examination, 
and we won . Thank you, Mr. Holmes. 

Riker Danzig Scherer Hyland & Perretti LLP 
By Nicholas Racioppi, Jr., Esq., 
Chair, Real Estate Law Practice 

Riker Danzig recently represented a fitness/ 
child care facility in its acquisition of a former 

office/light industrial building . In the sale contract, the seller 
gave a representation that the property was not subject 
to New Jersey's Industrial Site Recovery Act (ISRA). During 
due diligence, it was discovered that the seller's ISRA repre­
sentation was incorrect due to manufacturing operations 
which had ceased more than 15 years ago. Our client was 
a motivated buyer in need of this site. The seller was less 
motivated to part ways with his property. Rather than saber 
rattle, we worked with the seller to craft a mutually agree­
able solution. We allowed the seller to "fix" his ISRA prob­
lem by filing a request for a De Minimus Quantities Exemp­
tion (DQE) with the NJDEP. In exchange, the seller agreed to 
allow us to perform invasive testing, which was 
prohibited under the original contract, to allevi­
ate our client's concerns regarding the environ­
mental conditions of the property. The result 
was a happy ending . The seller obtained the 
DQE, which brought the property into compli­
ance with ISRA. The purchaser received the 
"clean bill of health" from its 
environmental consultant it 
needed. The property closed 
in November 2017. • 
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