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additional evidence of harm emerges in
outside scientific literamure. But the issue has
been getting some attention in Congress—a
bill proposed in April would require plants
that once emploved the technology to re-
port how much mercury they used.

Dufault retired from the FDa in January
2008, after the agency began taking her off
her field projects. “All of a sudden, they
wanted me 1o sit in the office,” she says. She
moved to Hawan, but she hasn't exactly
been lounging on the beach. She recently
finished a paper, currently in the peer-
review process, that explores why children
and femuses are more sensitive 1o mercury
than adults. She also teaches second- and
third-graders with learning disabilities. “I
worked for an orgamzation that allowed
stuff to go on that probably impacted these
children.” she says. *T look at this as doing
penance.” —Melinda Wenner

Sweet & Low

Sugar and HFcs duke it out.

1957 High-fructose corn syrup invented.
1975 Average American annual consumption:
0 Fhs_l:tfsugar, 4 1bs. HFCE.

1985 US Coca-Cola manufacturers replace
sugar with Hrcs.

2004 Equal sues Splenda over "Made From
Sugar So it Tastes Like Sugar™ tagline
2005 A study suggests fructose causes ohesity,

November 2006 Makers of Jones Soda switch
fTom HFCs 10 sUgar; Teceve angry emall from
Comn Refiners Association (cea).

April 2008 Sugar Assoclation successfully
petitions the FDa to prohibit the word
“natural” on labels of foods with Hrcs.

Jhune1, 2008 c2a launches $30 million “Sweet
Surprise” 2d campaign to persuade public
HFCS is nutritionally the same as sugar.
Jume 17, 2008 American Medical Association says
thene's no proof that MFcs worse than sugar.
July 8, 2008 nircs makers cry foul cver "natural”
labeling decision. Foa reverses opinion.
July 38, 2008 Fizza Hul introduces "The
Matural® pizza, made with sugar inthe ssuce.
lanuary zo0g Sugar Association accuses cra
of making “false and misleading statements
1o exploit consumers’ familiarity with and
trust inswegar”

Spring 2000 Snapple and Peps! launch
“natural” drinks made with sugar.

April 2009 Coca-Cola's kocher-for-Passover
Coke, made with sugar instead of
unkosher HFes, flies off the shelves at
supermarkets nationwide.

2004 Average American anmual
consumption: 39 Ibs. of sugar, 45 lbs. of uecs.
—Nikki Gloudeman

by
IT"S NOT HIS DEFALILT

flip this project

iverton Houses, a cluster of
chdbn'ck high-rises near Harlem

Raver in Manhattan, 13 the sort of
development where clderly parents pass
apantments along to their children. Built to
shelter families of black soldiers retuming
from YWorld War II, the 1,230-unit com-
plex has long been an affordable middle-
class basuon. Edna Hunter, an 86-year-ald
widow and retired school librarian, tells me
she's spent most of her life there. She pays
just $750 a2 month.

5o Hunter and the other tenants were
understandably concerned when New
York real estate tveoon Larry Gluck pur-
chased Riverton Houses for 3131 mllion
in late 2005, Nearly all of them lived in
rent-stabilized flats, paying an average of
5894, while one-bedrooms in nearby areas
like Central Harlem rented for $1,400 and
up. Gluck reassured residents, though: He
was just a regular guy from the Bronx who
only hoped to upgrade their buildings.

Bur Gluck twld the Secuniues and Ex-
change Commission (sec) the full story
when he borrowed $250 mullon against the
complex the following December. By 2011,
his prospectus estimated, half the tenants
would pay nearly miple the old, stabilized
rates. His company, Stellar Management,
did set aside millions to redo bathrooms
and outht kitchens with stamnless steel and

granite—but those improvemsnts were to
entice residents to accept rent Increases,

That was the plan, anyway. Two years
later, the real estate bubble had popped
and Gluck, after nearly doubling Riverton's
debt load, was unable to raige rents enough
to cover the payments. Soon the complex
was in foreclosure; its loan, bundled with
others to create 2 mortgage-backed secunty,
has become the quintessential toxic asset.

It all sounds hike a classic tale of the bust
except that, unlike ordinary people caught
up in foreclosure proceedings, Gluck and his
partners have made a forune off Raverton
Houses. Just as homeowners often take out
some extra cash when they refinance a prop-
erty, team Gluck pulled out 567 million—the
high-roller version of cash at closing.

A homeowner would be on the hook
for that extra cash, but Gluck’s group pur-
chased Riverton through 2 limited liability
shell company, which allows 1t to shelter
its refinancing windfall in case of a default.
Minus the down payment, the partners
walk away with nearly $42 million.

The Riverton deal exemplifies a strategy
lmown as predatory equity: Backed by pri-
vate equity funds—which get their money
from pension funds and wealthy investors—
real estate players like Gluck were able to
generate massive down pavments during the
boom. This allowed them to secure intersst-
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ur1|:.' loans for Elig]r:iﬁ.k beis on atfordable
housing. (Gluck considers the term “preda-
tory equity” incendiary. “1 don't think
En}(}[]ﬁ Wants o dI’J ar]}'thing |:J|Jl [l.]e I;g]"ﬂ.
thing for tenants, and also have a profitable
business venture,” he says.)

Also unlike flipping a house, leveraging
affordable housing affects the lives of thou-
sands. Deals by Gluck and other big play-
ers have stripped the equity from many
of New York's developments; roughly
70,000 affordable units are overleveraged,
says Dina Levy, a tenant organizer with
the city's Urban Homesteading Assistance
Board. (Levy even knows of one develop-
ment where residents, many of them city
employees, are being driven out by real
estate companies financed by their own
pension funds.) Saddled with oversize
morgages, cash-strapped buldings scnmp
on basic maintenance. In December, New
York Sen. Charles Schumer urged the sic
to investigate, calling the situation "sub-
prime crisis 2.0."

Bailout & Switch

WHICH HILL INSIDERS NOW
LOBBY FOR BIG FINANCE?

Repaorters in our Washington bureau have
been tracking the former congressional
staffers (and members) now on the payroll
for companies getting taxpayer bailouts.
The full list is at metherjones.com/
bailout-revalving-door. A sample of the
lobbying firepower and Big Finance's
return on investment:

AlIG

ASSETS: Moses Mercade, Obama
campaign adviser, former deputy chief of
staff, Rep. Richard Gephardt (D-Mo.)
Ronald Christie, former special assistant,
President George W. Bush

Hazen Marshall, former staff director,
Senate budget committee

Gregery Nickerson, former staff director,
House Ways and Means subcommittes
Robert Leonard, former chief counsel and
staff director, House Ways and Means
cemmitiee

LOBBYING EXPENDITURES (2008):
§g.7million

eAILOUT: 3180 billion

roi: 1.85 million percent

FRONT

When an investment like Riverton fails,
only the shell company that owns it goes
bust. 3o Stellar Management remains un-
scathed, and may even end up managing
the complex. In fact, even as he haggles
with mortgage holder Wells Fargo over the
Riverton mortgage, Gluck has been nego-
tiating to buy at least two other housing
developments—Brooklyn’s Tivali Towers
and Castleton Park on Staten Island. “We
don’t want him to buy us,” says Judy
Montanez, a tenant leader at Castleton
Park. “Lock at what happened to Raverton.
That's exactly what will happen to us.”

In recent years, Gluck has branched out,
snapping up aftordable housing in other
tight markets, like the DC area (where he
recently repositioned two complexes as
luwwury rentals) and San Francisco, where he
partnered with Florida’s Reckpoint Group
to purchase the 3,000-unit Parkmerced de-
velopment. He intends to demolish and
rebuild parts of Parkmerced, nearly dou-
bling the number of units, but many rent-
contralled residents believe it's an attempt
to get rid of them, Ever since the purchase,
Stellar Management has been embroiled in
tenant disputes and litigation. Meanwhile,
says resident Julian Lagos, Gluck’s firm has
let the paint peel and neglected the plumb-
ing. “They are not doing any work other
than picking up trash,” he says. Queen of
Mean Leona Helmsley, a previous owner,
“would jump out of her grave if she saw the
way it was being mamntained.”

Sull, there arc signs that Gluck’s glory
days are coming to an end. Two years ago,
the government stepped in on behalf of
tenants to block the $1.3 billion sale of
Brooklyn's Starrett City, the nation's larg-
cst federally subsidized affordable devel-
opment. Now the owner has agreed to
refinance 1t for $300 million and keep the
units affordable for at least 30 vears.

That deal gives Levy hope that tenant
advocates can convince speculators who
overber on predatory equity deals to re-
sell their properties to sympathetic land-
lords. “We are now out of the predatory
eguity fight," Levy says, and “into the
overleveraged rescue fight.” Or, as Gluck
himself admits, “the loans that were made
one to two yvears ago are not being made
anymore—fortunately for everybody.”
—Adam Matthews

Addirional reporting by Josh Koswan
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