
Memo 
To:    All Shareholders – Berkowners Inc. 

From:   Board of Directors 

Date:  August 15, 2017 

Re:  Proposed Amendment to the By-Laws and Proprietary Lease 
             

Shortly, you will be receiving a ballot to enable you to vote on an amendment to the By-Laws 

and Proprietary Lease of Berkowners, Inc. which would add 1% transfer tax, commonly 

referred to as a “flip fee” payable to the Cooperative Corporation, upon the sale of any 

apartment. 

The Board of Directors of Berkowners, Inc. strongly urges you to vote for this proposition. 

The Rationale for a Flip Fee: 

The revenue derived from the proposed flip tax will be added to the buildings reserve funds 

and used for capital improvements, not ongoing operating expenses. According to Stuart Saft, 

a Manhattan lawyer who is also chairman of the Council of New York Cooperatives and 

Condominiums, “a building that is in good condition will produce higher sales prices. That 

benefits sellers, who receive a higher price for their apartment, and buyers, who can be 

comfortable knowing that the cost of future upgrades of the building will be offset by flip tax 

fees paid into the reserve fund. In addition, since a building is aging, while the seller is living 

in it, the seller should share in the cost of preserving it”. 

The Board has consulted several real estate brokerage firms that are active in the Berkeley, 

and in the Jackson Heights area. They have confirmed that a 1% flip tax would not have a 

detrimental effect on sales prices. They also confirmed that the health of a Cooperative’s 

reserve funds is a factor in prospective purchasers deciding where to buy. 

Capital Improvements: 

The Berkeley buildings were constructed in the late 1930’s. We are rapidly approaching our 

80th anniversary. Not surprisingly, the years have taken a toll. In the last several years, the 

Board has undertaken roof replacements, façade repairs, and elevator modernizations, to name 

just a few. In addition, we are about to begin work on the replacement of the ramp leading to 

the North side basement of the 77th Street building. All of this work has been necessitated by 

building conditions. Many Shareholders have expressed their desire to have the Board 
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entertain discretionary capital projects, which would enhance the quality of life at the 

Berkeley; roof decks, gym, upgraded community room. The Board joins you in wanting to see 

projects such as these go forward. However, without additional sources of income, they will 

remain mere wishes. 

Status of Reserve Funds: 

As noted, we have, over the last years, undergone significant capital improvements. This work 

has been paid for in three ways; taking out an additional mortgage on the Cooperative, selling 

apartments that are owned by the Cooperative, and drawing down on capital reserve funds.   

As of December 31, 2008, the Cooperative's mortgage indebtedness stood at $6,005,889, we 

owned 21 apartments, and our reserve funds totaled $2,051,879. 

By contrast, as of December 31, 2016, the Cooperative's mortgage indebtedness stood at 

$8,472,327, we own 19 apartments, and our reserve funds totaled $682,829.   

The reserve funds may not currently provide a sufficient cushion for any major 

unanticipated non-discretionary capital expense, leading potentially to the need to 

sell corporation owned units, if available, at distressed prices, to levy a special 

assessment or to increase maintenance fees (to cover additional interest costs), all of 

which would probably have a significantly more negative impact on apartment sale 

pricing than would the flip tax.  Selling off Berkowners’ apartments when they do become 

available is not a good long term plan because selling off units means shedding current and 

future rental income and future reserve replenishment assets.   

Furthermore, in the absence of such a flip tax, it is unlikely that the Corporation would be 

able to proceed with any significant discretionary improvements which shareholders have 

proposed, such as roof decks, gym, upgraded community room, refurbishment of our 

hallways, etc. all of which are intended to improve the quality of life at the Berkeley. 

  

Effect of a 1% Flip Fee: 

Both the number of sales per year and the price per sale have been increasing. During the 

period from 2009 through June 2017, there have been 110 sales at the Berkeley, totaling 

$34,550,116. The average sales price was just over $314,000 per apartment. Had a flip fee 

been in place for this entire period, we would have had an additional $345,500. 

However, in the first half 2017 alone, we have had 10 sales totaling in excess of $5,000,000. 

This would have resulted in flip fees of $50,000 just the first 6 months of 2017. If this trend 

continues, and we have every reason to believe that it will, if a flip fee is enacted, we can 

anticipate raising a half million dollars in the next 5 years. 
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Flip Taxes: An Often Used Tool to Build Reserves 

Many co-ops in Jackson Heights often use a flip tax as a means to build and to maintain their 

reserves.   Based upon a sampling of Jackson Heights co-operatives which currently impose 

flip taxes which was obtained from Bedouin Realty Group, the proposed 1% flip tax is lower 

than those being charged by most of these sampled co-ops, all of which have consistently 

demonstrated success in attracting quality owner/shareholders at favorable pricing, 

underscoring the professional option that the proposed flip tax should have no material 

adverse impact on the future marketability of our units. 

Property Flip Tax % Note

Northride & Southridge Typically based on # of shares, but this amounted to about 

$10k for a one bedroom, and back a few years ago they were 

selling for less than $200k

Roosevelt Terrace 25% of profit, calculated as sales price minus purchase price (NO 

accounting for RE fee, transfer taxes or capital improvements)  

Onerous – but they claim this has funded capital 

improvements over the years and reduced the need for 

assessments

Carlton House - 85th St. 10% of profit. Sales price net of RE fees and documented capital 

improvements

The Griswold (86th St. @ 34th Ave.) 2.50% of sales price

Belvedere East & West (84 & 85 St. on 

35th Ave.)

2.25% of sales price

Manchester (77th St. on 35th Ave.) a sliding scale starting at 5% if you sell within one year, going 

to 0 after year five

Hampton Court 1% two of the 11 co-ops have a 1% flip tax

The Towers $3 per share This amount is very low (less than $5k for a 7 room apt selling 

for $1 million)
Information provided by Daniel Karatzas of Bedouin Realty Group

SAMPLING OF FLIP TAX POLICIES ON PROPERTIES IN THE NEIGHBORHOOD

Conclusion: 

For the continued financial health and stability of our Cooperative, we again, strongly 

encourage you to vote in favor of this amendment to the By-Laws and Proprietary Lease. 

If you have any questions or need any additional information, please feel free to contact any of 

your Board members. 

 

    


