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January 3, 1975

Mr. Herbert Friedman

World Education Center for
Progressive Judaism

13 King David Street
Jerusalem, ISRAEL

Dear Herb:

I was so very happy to receive your thoughtful letter
of December 18. It is in times like this when one
finds it extremely difficult, and about all there is to
hang unto are friends who really care. Briefly the
facts are these; for severzl years I was an investor
in apartments of the Hill Caompany on recommendation
of EG. I really never thoroughly checked the company
since monthly checks were forthcoming on a regular
basis for many, many months. In December of 1973, EG
asked me to become a partner along with three others
from Cleveland. I pretty much took his word for the
whole story and stupidly did not check into the matter
in great detail like I normally do. I became a member
of the Board and attended monthly meetings and with a
6% interest in the deal did not carry much weight or
knowledge nor did I get involved in any great detail.

The management was really inept, the concept not alto-
gether sound, and then to top it off, the money market
went bad with high interest rates and high construction
costs. Foolishly we adhered to requests of EG to sign
personally on large bank notes ... all of us. In November
the company went into Chapter 11. The whole thing is

like a nightmare. Marty Friedman, his son, Mickey, with
partner Ed Rosenthal, EG, Bob Lax, Tom Hill and I are

all in deep trouble. A reorganization is hopeful but

who knows to what degree.

So what started to be an innocent episode has maybe
ruined our futures unless a miracle comes to pass. I
deferred the General Chairmanship job; that's the
whole sad story.

270 EAST KILBOURM AVENUE « ME.LC. PLAZA < SUITE 1040 « MILWAUKEE, WISCONSIN 53202 « TYELEPHONE (414) 224-1040
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Well, start over. That's the first thing on the agenda.
I am still in all my other posts, among them Chairman
of Absorption. However, I don't know to what degree
I will be able to function, until later on. At this
point I am trying to get relocated in something and
believe me, Herb, it isn't easy and I am wide open.
All my life I seem to have fought for causes, small
and big, business and non-business, so some way I
will have to try to pick up the pieces. While I must
get involved in what will serve as a livelihood,
somehow if I could fit my talents to a worthwhile
issue, I could probably do some good to this world
that so badly needs it. Thank God I have my health.
As you know, Edie had a Masectomy this summer, but

is bearing up well under all this trouble.

I hope you and your family are well. It is always
good to hear from you.

Cordially,
Albert B. Adelman

ABA/bf
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Real-Estate Investors in C
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. By PRIl REVZIN and EVERETT GROSECLOSE|Texas, Florida, Michigan and Arizona) have

T Bteff Reporters of Tis WALL STREST JOURNAL

CLEVELAND—To hundreds of well-to-do
Cleveland residents, it looked like they
couldn't lose.

Longtime friends and close assoclates
were letting them in on a real-estate invest-
ment that promised to fetch & rich monthly
return on their investment, provide a tax
shelter, and give them an equily in future
capltal gains on first-rate apartment devel-
opments. :

byﬁret-mmtmgelﬁldm.

For the individual investors, many of
them doctors, lawyers and other profession-
als in Cleveland's Jewish community, the
wounds are especially deep—parlly because
of their potential financial losses and partly
because of their high regard for practically
everyone involved in the woes of the Hill en-
terprises.

But as a host of other investors around:

the country have learned of late, the Cleve-|foy

landers found that they could indeed lo
The lucky onmes appear likely to lose only
their investment in the project. The less {or-
tunate face personal bankruptey.
Propanents of the scheme say they were

. tripped up by high interest rates, rising 'op-
costs that pushed overall costs far above
budget. That problem was compounded,
they say, by lower-than-expected occupan
in many of the apariment buiidings.

However, recent testimony raises ques-|**

tions as 1o whether the project ever was sol-
vent. One executive says the apartments
i0st meney right from the start and in fact
were running at a loss even while promoters
wore enticing new money with promises of

opern:.ed'

| —Martin Fricdman, 85, former ehils

of Rusco Industries Inw., Los Angel
maker of metal bullding matecials
other products, who sold his Rusco int

Wk
& ned

I

man reddgned as a trustee of U.S, Reaity In'
vesumnenls,

—'Mlchael Friedman, 31, Martia Fricd
man’s son,gwho s president of Munchestor
Consolidited Industries, a steel manufnoiur.
lng'nnd warehousing firm In Clovelund, He
resigned this modh as a director of Contd-
nental Banks | |

1t was Michael Fricdman, Mr, Lax's e

“ o |cessor as president of the Hill propartic:.,

Dallns heaving thot the!
bad lost monoy *‘from

mg( the i e times as much ' $3060,6106G
e -l—.' " s e i m M g were running aboul
made, (Al ' $200,000 to $250,000 & month in the red. “We
thm,__ e did a very poor job of management ovir U

general fund and weren't earmarked or.

m mgmqa for mclﬂe _apartment

1972 and weren't subsequently.t

various Hill Properties managers and presi-

Mr, Friedman sald, speaking of the

 —Elmer I. Poull, 53, a trustee of 1) 1.
Realty Investmenis and formeriy acainr
vice president of the investment bank .
firm. of Hornblower & Wecks-Hempliil,
Noyes Inc. Mr, Paull is president of ¥iiil
Continental Investment Corp., a privite con-
eam that put together two of the investor

levish returns, Those returms, which the| Mr. Lax said he understood that syndicas| preuident of the Inveatment banking firm: of

Chapter 11 Plea Filed

The reason for all the worry is that the
real-estale interests into which the Cleve-
land money wis going—a group of compa-
nies generally referred to as Hill Properties,
based in Dallas—have filed a petition under
Chapler 11 of foderal bankruptcy lawa, seek-
Ing proleciion from their creditors pending
reorganization,

Benind this seemingly routine petition,
filed Nov. 7 in federal district court in Dal-
las, lics an intriguing tale involving a flam-
boyaal bt little-known Texas real-estale de-
velopar mamed Thomas Hill, 45, who hooked
up wilh wellheeled financiers and firms in
Cleveland.

From those essociations, there grew &
tangled web of individual investors and of
“Anders” who grouped investors into ayndi-
eates, which pumped vast sums—more than
$20 million, according to court documents

At the first meeting of creditors in the
Dalles court last week, officials of Hill

Properties said the company's toial asselsiy sy  Iowel's national airline, end a man|it Was
awide for his eiforty in raising|tald
money for the state of Israel and for other|slip

were about $00 miillion, its total debis about
$106 million, O the $106 million, they sald,
§85 milllon ls owed to secured creditors—

compantes' operations. . -

With few exceptions, all those involyed —
principails, finders and mmc?—ll{c'genct"
ally respected here and have close and
long-standing personal or business relation.
ships with one another. They include:

~Edward Ginsberg, 68, who recentiy re-
signed as executive vice president and a
trustee of U.S. Realty Investments, one of
the nation's largest morigage and real-es-
tato-investment trusts, and as a dircctor of
Continental Bank In Clevelnnd. Mr. Glns-
berg also retired as a partner in the influen-
tial Cleveland lnaw firm that until Dee, 16
was known as Glnsberg, Guren and Merrill,
and now s known as Guren, Merritt, Sogg &
Cohen.

In Yankee Group
Mr, Ginsberg, who is recovering from re-

ball team, a director of El Al Israel Airlines
known world
Jewish couscs,

.

tho date 1M0s and early 10606, Is execuiiv.
vice. prenident of Firat Continental Inveny,
ment.

~Ronnld M. Gollfrled, an Invastiwil
counselor and n syndlieator of ety
denls who is n nephew of Tenry Gottfeied,
former pariner In the Glosbe uren law
firm. 3

Meet Mr. Hill

At the root of the currend w:‘nu of thes
moen and 200 to 300 olhers, mmostly (oo
Cieveiand, are tho far-flung reual-valute
cporalionk founded by Mr. Hill, the Texan
who says thad he got slarted In the conitrin:
Uon business In 1064, In talks with o vurinty
of nourcon who know Mr. Hill and are nelive
In pome of hin ventures, Mr. FRll emergen o
A churinmatie man who, slthowh n Calhn)
lig, entnn to by atrongly lntervalod in dewist
Niadry, visled Sscoel poverid Bees, e
Golda Melr nnd Mavha Duyon, and ovel

i

flew over an Isruell Luttelront In us sy
hﬂwer. He also amguroed the Imag S
reputation, in the words of one inveilar, ol
" rt‘:iﬁ_lj?ffte gt_-nius.-.' | g

yesterday's entiro sension. It
its high for the day at 1 p.in. when
ahead 8,22 points,
ng caused the Industrial average lo
and it ciosed at 604.74, up 6.34 polats.

New York Stock Exchange gainers oul-

In abowt 1967, Earlier this month Mr. i« |

third basemun on the Cloveland Indlans 1y«

However, profit |

outfits, like banks, thal have a right t fore-
close on the properties. In fact, 435 of Hill

Properties’ 4,596 compieted apartment units
ftha 4 A08 1mila ara in at least 25 vaiects in

/

—Albert L. Rosen, 60, formerly vieo 4

]




‘According to several sources, Mr. ki partners Into Dis repiuy prowily i e
tact with the Cleveland Mr. Ginsberg, Martin mm- man
I::;eymx;?rkem 1968 or 1869, when he m Lax invested g 25 mm&‘m Gnﬂ:::
e e e, Mr. I wea. o E00 Jeded S8 0 O
roduced to officials at U.S. Realty In “
) d him & §2.5 mil-
nents, which in 1008 granted

jon construction Joan that was paid
« due. In 1870, U.S. Realty made Mr,
A4 million mortgege loan that was
tended. No interest on this second

g

s been paid singe the bankruptey petition| |

as filed,
§ Among others at US. Realty lnvest-
4 ents, Mr. Hill met Mr, Ginsberg, and thelr
ertlopship clearly flourished. A source
wose 1o Mr., Ginsberg says Mr, Ginsoerg
werved as Mr, Hill’s legal counsel in certaln
privale real-estate transactions. Later,
when Mr. Ginsberg and some associates ex-
perienced  diffleulty with apartmenl ven-
{urea in Bloridn, Mr, Fill was asked to take
over mnpsgement of the come-

ploxos snd he “turned them completely

nround,” says o business associate of bor.l

i |

men, Their re hip may have .
ther atrengthel hen Mr. Hill contribu
$100,000 to the »

By all ace ;

Irmd running 1
coasful renl-estn
‘mont denls,
cinles; Mr, i
first brought W 4
in addition to canw
buatks,  insury
Lisndd-lonn :
ywere intevesto o
S

| Asenrly ng 9 0, do
teations of Individual
Cleveland, A private co
tily Planning Corp. was a
Lo proup individuals in
aupplicd money o Hill
j Bauily PManning syndicated fol
projects, rabibng aloot $1.8 il
“nbvnl 100 Oblo investors, E e
‘| Boon other wyndicates appeared. The;

([eteded Roonald Gottiried

(N
o
i

=

Lo

is believed to

hve arranged financing elght apart- nevy
tinentul Invests
ment, which Mr. Paull and Mr. Rosen ove

ment projects, and First

formed in mid-1973 aller M&N .
In]m-tive brokerage firms,
Countless Cleveland Investors flocked
the Hill projeets in 1070-73. Fred Weism
for example, a lawyer who is a past presi-
dent of the Cuyahoga County Bar Associa-
) Hon, dnvested o total of §66.200 in four vens
y fuees. in addition to the tax-shelter and eg-
Juily<inlerest aspects, Mr. Weisman says, it
-was lind of cule to have those monthly
7 checks fowing in'
" (The monthly checks, amounting to an
i[mwuul 8% or 9% on the investment, repre-
“nenled income from the es. The in-
Jvestments were tux-sheltered to the extent
Himt deprociation of thelr properties could
Fin wrillen off by the Investors on a pro-rata
DIEIE ]
Y1 arly o, Mr, Glusberg of U.S. Realty In-
-';:\_-'ﬁmwnl-i had become o substantial pere
jal dnvestor in, varlons Hill  ventures;

v Rat ORBMIN, the company kopt
Blinz up, fundli"and in June of thls year

Mr., @ . an Tiditional $5.1
million doan from anrmglqg Bunks, Ge-

o Mr. Fricdmoan’s testimony,

P wo .}u;?lvnﬂoun limited -
= and general “in Propertion put
tin capital conteid of ahout $4 miltion

d [Buarintéed or urrunged bunk Jouns
ani, O $i% nnillion to $15 mililon. In addition, the

made other guitrantecs, such as

Mwmmmm
besides the banks,

With the piling up, Michael

Fricdman, Martin's son, was dispatched

mumwm..mawwm

over management of Hill Properties. But
Iate.

wter, e pd 0o gronp of relndives and
Crivacds tnvested muels oo honvily. i
The exaet nequence of whit happened
wilhin the H ovgunizatlon differs somo-
whial, depending on whellier il is outiined by
associates of Mr. Ginsberg or by Mr. il

and his assoclates, But the following isn'
disouted:
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Tho companite index of the Natlonnl As-
sowlation of Securities Dealers' NASDAQ
also registered n modest gain; it closed at
58.88, up 0.57 polnt.

Among olls, Exxon gained 1 to 63%;, and
Getty jumped § Lo 100%.

Heard on

By Cuaries J. ELIA
Lower interest rates, reduced inflation
and a rebuilding of consumer confidence,
when they materialize In force, may hold
some hope for the long-term fulure of real

.| estate investment trusts but analysts be-

Tleve It will be a Jong time before REITs
generally move out of the stock market's
disaster class.

REITs mmmthembalhnhs last D

dustry during the past few years, H
thelr rise was thelr structure. wha
like mutual funds, thgnumadib‘__ -
holdenumﬂﬁhmﬂ
fncome from wmbnim*hi
vestments,

trusts where they live,

The dividend flood has been M % 5
stantially by culs or omissions s mdre

and more Joans made by the trustsjt
builders and developers have soured ip
problems and have become :
moving to the nonaccrual-of-interest |
of the REIT ledgers. It isn't uncom
these days for nonaccruals to TeprcSen
30% to 60% of individual trusts’ inves :
porilolios,

Kenneth Campbell, head of Audl
vestment Resenrch, who has been tragh
the industey from its Infancy I the
muys his latest survey In mid-Dec
shows problem investments have cl ﬂ
Lo $3.56 blilion among the 131 tmstl rol-
lows. This represents nearly 1996 helr
$19 billion of nssets, In Mny, pmb
vestments were only §1 billion.

“It appenrs thers may have
dor-reporting of nonearning assel
in the year,” says Mr, Campbell ow,
with banks so henvily involved in jlnrring-
ng revoiving credit for trusts, mofe siyin-
sont reporting standards are beingj appied
O problem loans.'

James J, Dowling, analyst at Shegrs
jnyden Stone Ine., believes the indus A
aces further lesting,

“We expect no material improveme
v existing problem loans over the next si

nine months,” he says, “and we expect

increase in nonaccruals ng the staying
ver of more and more borrowers and in-
dual joan values Is threatened.”

1r. Dowling says Investors who siill re-

" thelr faith in the future of the industry

Yave to concentrate on superior trusts,

Bstors must realize that many inher-

wustry problems won't be cured in
qext real estate boom," he says.

pae commercinl banks are keeping

sctrusts alive; In fact, the banks have
anding approximately §12 billlon of
g Lo the industry, Thelr major concern
ghe next fow years, therefore, will ba
aduce thelr exposure subslantially,
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Syntex added 14 Lo 39,

Advances outpaced declines, 472 1o 224,
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REITs stand in the feelinga of stock mar-
ket investors. They've crashed, and the
longumﬂtnm:yiﬂdmgﬂ%lomm
rm of dividends hasn't proved any
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ol Na.l.ionnl. off 94.7%; Lare
ige Investors, off 03.4%; Inde-
el [ortgag e 'I'rwlt. off 63.1%; Do-
4 m rigage & Really, off 93.1% ; Bar-
nelt-Winston Investment Trust, off 02.8%:;
m ent Group, off 92.6%; Di-
rigaga Inveslors, off ms%.
First Mortgage Investors, oft 02.6%, and
Cousins Mortgage & Equity, Barnett Mort-
gage Trust, Contlnental Mortgage Inves-

tors and Guardian Mortgage Investors,
cach off 95%.

Mr. Campbell says he expects moderate
selective recovery in parts of the in-
next year, although the large por-

tion on noncarning status will off-
set m:tw {its of declining short-term in.

Trusts geared for shoridterm lending
havg borne the brunt of this year's prob-
lems>pe says. Intermediate and long-term
mortga 515 luva been more conserva-
tive and have“mJower level of problem in-
vestments, so more
lleves, from lower intes Fates,

“I'm hopeful that malndunrywiuopeu
up creative financing approaches for -
gesting these problem loans,"” he says.
“They've got to get this done as fast as
possible to remain viable."”

With an cye lo noncéarners in REIT
porifolios, Mr. Campbell this weok is pub-
lishing & report entitled “Opporhmnm in
Distress Propertics,’ that the
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