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THE CiTYy OF NEW YORK
OFFICE OF THE MAYOR
NEw York, N.Y. 10007

November 13, 1985

TO THE BOARD OF DIRECTORS OF THE .

MUNICIPAL ASSISTANCE CORPORATION:

Gentlemen:

1 am pleased to present this progress report on New York City economic
development programs funded through the Municipal Assistance Corporation. The
report describes the accomplishments in fiscal year 1985 of the economic development
programs funded by $365 million in surplus Municipal Assistance Corporation (MAC)

funds as provided in the March 30, 1984 Memorandum of Agreement.

The city’s strong fiscal condition and regained access to the public credit
markets have made possible this innovative series of economic development programs.
These programs address issues which are critical to the city’s long-term economic
growth: providing an adequate supply of affordable low- and mederate-income
housing, retaining displaced industrial firms, revitalizing distressed commercial

centers, and providing New York City residents with job skills.




As you will see from the report, these programs have achieved impressive
results in their first year of operation, The Housing Program initiated eight
projects which will construct approximately 800 units of low- and moderate-income
housing. Over 5,000 industrial jobs in 115 companies remained in New York City with
assistance provided by the Industrial Retention and Relocation Program. In
partnership with private developers, the Downtown Development Program initiated
projects which will develop over five million square feet of office space outside
Manhattan. The Adult Literacy Program provided English language instruction to
57,000 young people and adults, more than twice the number served in previous
years. Almost 300 computer laboratories were installed in New York City high
schools through the Board of Education’s Computer Education Program. These
achievements are particularly impressive when one considers that fiscal year 1985

was the first year for these programs and considerable start-up work was required.

New York City has gained almost 300,000 jobs since 1977 and employment now
stands at its highest level in ten years. The MAC economic development programs are
laying the groundwork for the city’s economic expansion to continue. These programs
have gotten off to a flying start in their first year, and I fully expect their

accomplishments to be equally impressive in the year ahead.

Sincerely,

PR

Edward I. Koch

MAYOR




INTROBUCTION

A Memorandum of Agreement signed by the Governor, the Mayor and the
Chairman of the Municipal Assistance Corporation (MAC) on March 30, 1984 provided
for the release to the city of $365 million in surplus MAC resources for economic
development purposes between city fiscal years 1985 and 1988. This annual report
describes the activities and accomplishments of each of the MAC-funded economic

development programs during fiscal year 198S5.

The MAC economic development programs signal New York City’s regained
fiscal and economic health. MAC was created almost ten years ago to restructure the
¢ity’s enormous accumulated short-term debt and to provide a means of access to
public credit markets from which the city had been shut out. In contrast, today New
York City’s budgets have been balanced for five consecutive years, and the city’s

bonds have regained the confidence of the marketplace and now bear investment grade

credit ratings.

With New York City now on a firm financial footing, MAC’s surplus funds

have provided the opportunity to create programs which will help to ensure the

city’s long-term economic growth. Accordingly, the MAC funds for economic

development are being invested in several areas which are key to the city’s future:
construction of housing for New Yorkers of moderate and low income; retention in New

York City of displaced industrial firms; development of the downtown commercizal




centers in the Bronx, Brooklyn, Queens, Staten Island and northern Manhattan; and
preparation of young people and adults for employment. MAC resources have allowed
the city to initiate innovative programs, described below, to meet each of these

needs.

These economic development programs were approved by the Board of Estimate
and the City Council. The original schedule for the expenditure of the $365 million

in MAC funds is provided in the following table.

MAC-Funded Economic Development Programs

($ in millions)

FY'ss FY'86 FY'saz FY'ss TOTAL

Housing $ 40.0 $ 10.0 $ 25.0 $ 25.0 $100.0
Industrial Rentention

and Relocation 9.0 10.0 10.0 11.0 40.0
Downtown Development 15.0 5.0 25.0 35.0 80.0
Adult Literacy 7.5 7.5 1.0 10.0 35.0
Computer Education - 15.0 10.0 - - 25.0
Financial Service

High School - 6.0 15.0 4.0 25.0
Convention Center 8.3 5.5 - - 60,0

$95.0 $100.0 $ 85.0 $ 85.0 $365.0

Two programs did not require funding until after fiscal year 1985 and hence
are not described in this report: the Financial Service High School and the Jacob
K. Javits Convention Center. No funds were planned for the Financial Seryice High
School antil fiscal year 1986, The Convention Center was scheduled to receive

$38.5 million, based on projections by the Convention Center Development




Corporation of its cash needs. Due to lower than anticipated cash dishursements,
however, the Convention Center did not require MAC funds in fiscal year 1985. The
Convention Center Development Corporation has revised its projection of cash needs

and now projects that $54 million in MAC funds will be needed in fiscal year 1986.







HOUSING

The availability of reasonable, affordable housing is critical for New York
City’s continued economic growth. When firms choose between New York City and eother
business locations, increasingly they consider whether affordable housing is

available for their workers.

An adequate supply of housing is especially important to the city’s efforts
to increase the number of employees who work and live in New York City. Yet as
housing costs have risen while federal housing assistance has shrunk, it has become
increasingly difficult for low- and middle-income families to find affordable

housing in New York City.

To expand the supply of affordable housing in New York City, the MAC
Housing Program provides $100 million, with $40 million allocated for fiscal year
1985, to produce rental housing for low-, moderate- and middle-income families. The
financing is provided through the Housing Development Corporation (HDC). HDC’s
bonds are neither general obligations of HDC nor the City of New York, and in this
respect they are significantly different from the general obligation bonds which the
city issued to finance Mitchell-Lama projects in the 1960’s and early 1970’s. In
addition, HDC is using the Federal Housing Administration’s Co-Insurance Program to

insure the mortgages, thus insulating both HDC and the city from any risks involved.

Since HDC bonds are tax exempt, these rental housing projects will receive

mortgages at interest rates significantly below conventional rates, thus reducing
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the rents necessary to carry the projects. In addition, required rents will also be
lowered through real estate tax exemptions available under the 421(a) program for

new construction projects and the J-51 program for rehabilitation projects.

To reduce costs even further, the program allocation was used to establish
a housing fund. This housing fund is administered by the Housing Assistance
Corporation, a public benefit corporation specifically cre#ted for this purpose.
Money in the housing fund will not be spent. Instead, the housing fund has been
invested, and the interest earned will be used to subsidize rents. By investing the
MAC funds and using only the interest earned, the city will preserve the $100
million principal and thus be able to produce more units of affordable housing over

the long term.

This financing approach is expected to allow the production of 4000 to 5000
housing units. At least 800 to 1000 units will be set aside for low-income families
which have an income of less than $21,750 for a family of four. The remainder will
be available to moderate- and middle-income families with incomes of less than
$48,000 for a family of four. The exact number of units produced will depend upon
both prevalling interest rates and on the mix between rehabilitation and new

construction in the proposals chosen,

In response to a Request for Proposals, the city received 59 proposals for
the development of either newly constructed or substantially rehabilitated housing,
Eight projects with approximately 800 units were selected from this first round,

with others still under consideration. Construction is expected to begin in Fall

1985. A second Request for Proposals has been issued for the creation of additional




housing on city-owned sites, and projects from the second round will be chosen in

the fall of 1985. The projects approved for the first round are described below.

Brooklyn

520 Atlantic Avenue is a 70-unit project at the corner of Atlantic and
Third Avenues. The site is in the immediate vicinity of the Atlantic Terminal Urban
Renewal Area and will complement the major development planned for the area. The
newly constructed, seven-story building will contain 24 studios, 24 one-bedroom
units, and 22 two-bedroom units. Retail commercial space and parking will be

included.

1010 Eastern Parkway is a 16-unit rehabilitation of a four-story vacant
building in the Crown Heights area. The work will complete the renovation of a
series of abandoned buildings on one of Brooklyn’s major thoroughfares. The project

will include two one-bedroom units and 14 two-bedroom units.

Vanderbilt-Gates Apartments involves the rehabilitation of two vacant
buildings at 471 Vanderbilt Avenue and 14 Gates Avenrue in the Fort Greene area.
Both buildings are four stories tall and will include a total of 27 units, including
four studios, 12 one-bedroom units, seven two-bedroom units and four three-bedroom

units.




Manhattan

Ben Nelson Apartments is a 67-unit, six-story, new construction project at
1753-1787 8t. Nicholas Avenue in Washington Heights, The site has a foundation
already in place due to the abandonment of a construction project several vears
ago. The bullding will include five studios, 20 one-bedroom units, 30 two-bedroom

units and 12 three-bedroom units.

Logan Plaza is a 130-unit new construction project on Amsterdam Avenue
between 130th and 131st Streets near City College. The ten-story elevator building
will include nine studios, 65 one-bedroom units, 48 two-bedroom units, and eight
three-bedroom units. The development will also include commercial space and

parking,

Queens

Parsons Towers is a 284-unit, 14-story newly constructed building in Kew
Gardens at the intersection of Parsons Boulevard and Goethals Avenue, The building

will include 78 studios, 153 one-bedroom units and 53 two-bedroom units.

Self-Help Sheltered Extension is a 111-unit, newly constructed elevator
building at 137-47 45th Avenue in Flushing. The building will combine housing for
the elderly with medical facilities and office space for Self-Help Community
Services, a non-profit social services organization. The group will act as

developer with the Settlement Housing Fund. All units will be studios.




Staten Island

Harbor View is a ten-story, newly constructed 122-unit elevator building on
Richmond Terrace between Westervelt Avenue and St. Peter’s Place. The building will

be within walking distance of the Staten Isiand Ferry and will include 20 studios,

86 one-bedroom units, and 16 two-bedroom units.
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INDUSTRIAL RETENTION AND RELOCATION

The Industrial Retention and Relocation Program provides grants and
low-cost financing to assist industrial tenants who have been forced to move from
the city’s tight real estate markets to the many excellent industrial areas in the
Bronx, Brooklyn, Queens, Staten Island and Manhattan north of 96th Street. Many of
the city’s industrial firms are now in danger of being displaced by rising rents and
other real estate pressures in Manhattan below 96th Street, Long Island City in
Queens and the Fulton Ferry area of Brooklyn. When such firms must move, some leave
the city and others go out of business, thereby reducing industrial job

opporiunities for city residents.

The Industrial Retention and Relocation Program helps these firms remain in
the city by reimbursing moving costs and providing low-cost financing. Administered
by the city’s Financial Services Corporation, the program provides assistance to
firms engaged in manufacturing and other industrial uses (such as showrooms,
faboratories, studios and warehouses) which are displaced from high rental areas and
move to northern Manhattan and the four other boroughs. Firms are reimbursed for
actual moving expenses up to a maximum amount. Until June 30, 1985, the maximum
allowable reimbursement was $5.30 per square foot or $100,000 per firm for
manufacturing companies and $2.65 per square foot or $50,000 per firm for warehouses

and wholesale establishments,

In addition, firms are eligible for interest subsidy grants to help reduce
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the cost of borrowing funds to make leasehold improvements, energy conservation
improvements and security measures, To help firms in assessing their needs, an
energy audit and a recommended list of security improvements are offered to each
firm without charge through existing energy and security programs administered by

the city’s Public Development Corporation,

In July 1985, the Board of Estimate approved a series of amendments to the
program designed to strengthen the incentive for firms to remain in New York City
and to streamline program procedures. Under the changes, the cap on reimbursement
of moving expenses was raised to $6.40 per square foot or $110,000 per firm for
manufacturing companies and a maximum of $3.20 per square foot or $55,000 per firm
for warehouses and wholesale establishments, The maximum amount of low-cost
financing was ralsed from $100,060 to $200,000 for all eligible firms. To
streamline the delivery of services to firms, the Financial Services Corporation was
authorized to approve applications after a lease or contract of sale has been
signed, where previously it was required to wait for the actual move to be

completed.

The allocation for the program in fiscal year 1985 was $9 million, with
$7.9 million for relocation grants, $500,000 for Interest subsidies and $600,000 for
marketing and administration. During the program’s first year of operation, which
ended in August 1985, $4.9 million in relocation grants were committed to the 115
companies which had relocated and received final approval from the Financial
Services Corporation’s Review Committee, and the remainder of the allocation was
obligated to the 159 companies in the pipeline. In this first year, regulations

only allowed a firm to apply for low-cost financing after it had moved. As a




result, the first application for interest subsidies only began to be received in

Spring 1985, and no funds for this purpose were committed in the first year.

Firms receiving relocation grants have come from all the major
manufacturing industries in New York City, especially the apparel, graphic arts and
chemical industries. The typical Industrial Retention and Relocation Program client
is a family-operated business employing 50 workers which has been operating at its
location for a minimum of five years--the type of firm that has long been the

backbone of the city’s job base.

In one case, a respected glass manufacturing company, which has been doing
business in New York City for 138 years, was forced to relocate by a substantial
rent increase. The company wanted to remain in New York City to continue to enjoy
the market access and business services available. With the assistance of a
$100,000 grant for moving expenses from the Industrial Retention and Relocation
Program, the firm signed a long-term lease with favorable rental terms at a suitable
facility in Brooklyn, allowing the company and its 45 jobs to remain in New York

City.

In another case, a Manhattan-based firm which manufactures plastic wallet
accessories was forced by rent increases to relocate. A relocation grant allowed
the firm and its 47 jobs to move to Queens. The firm discovered that with the lower
rentals in Queens it could afford a substantial increase in space. As a result, the

firm is planning to expand to 69 positions.

In the 115 companies approved in its first year, the Industrial Retention
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and Relocation Program assisted 5,145 jobs to remain in New York City. The 159
companies in the pipeline at the end of the first year represented an additional

4,845 jobs which the program will help retain.

The Industrial Retention and Relocation Program is part of a coordinated
city strategy to retain and expand industrial jobs in New York City. Other economic
development tools for these purposes include: the new Energy Cost Reduction Program
which provides a substantial 12-year reduction in energy costs to industrial (and
commercial) establishments either relocating to or occupying newly developed,
expanded or improved space in Manhattan above 96th Street and the four other
boroughs; and the new Commercial Rent Tax Exemption Program which provides a
phased-in 30 percent exemption from the commercial rent tax to firms located in
these areas. The energy and commercial rent tax programs were proposed in the
Executive Budget for fiscal year 1986, and have been enacted into law to be
effective this fiscal year. Finally, the Industrial and Commercial Incentive
Program grants as-of-right exemptions for 22 years from increases in real estate
taxes due to industrial construction or renovation projects wherever they are
located. The Industrial Retention and Relocation Program complements these

initiatives designed to preserve blue collar job opportunities for city residents.
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DOWNTOWN DEVELOPMENT

The Downtown Development Program is a major initiative to spur
redevelopment of distressed commercial centers in the Bronx, Brooklyn, Queens,
Staten Island and northern Manhattan. Under this program, the city creates
partnerships with private developers. Typically, the MAC funds are used to finance
the city’s equity investment in these major commercial projects as an inducement to
the private developers and, in some cases anchor tenants, who also make substantial
equity investments. By taking an equity position, the city will be able to recoup
its investment and share in profits, generating additional funds for municipal

services and other capital projects.

As with the Industrial Retention and Relocation Program for industrial
firms, the Downtown Development Program complements major city initiatives which
have been enacted in order to encourage commercial development in Manhattan north of
96th Street and the four other boroughs. The Energy Cost Reduction Program provides
a substantial 12-year reduction in energy costs to office establishments either
relocating to or occupying newly developed, expanded or improved space in these
areas. The Commercial Rent Tax Exemption Program provides a phased-in 30 percent
exemption from the commercial rent tax to firms located in these same areas,
Finally, the Industrial and Commercial Incentive Program grants as-of -right
exemptions for up to 22 years from increases in real estate taxes due to commercial
construction or renovation projects in northern Manhattan and the other boroughs.
By providing equity investments in order to make major development prejects

financially feasible, the Downtown Development Program is a critical element in a
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coordinated strategy to develop the commercial centers in the Bronx, Brooklyn,

Queens, Staten Island and northern Manhattan,

Considerable lead time is required to initiate such major development
projects, including site selection and assembly, negotiations with developers,
financing arrangements, environmental review, community participation through the
Uniform Land Use Review Procedure (ULURP) and Board of Estimate approval. In fiscal
year 1985 the city, through its Public Development Corporation, developed projects

which will create five million square feet of new office space. The projects will

utilize $43.8 million of the $45 million allocated to the Downtown Development
Program in fiscal years 1985 to 1987. The remaining funds will be committed as
further projects are developed or if additional needs arise in the projects already

planned.

The following projects constitute firm commitments, i.e,, an executed
memorandum of intent. In addition, one project still in the planning stage is

described, for which future commitment is Iikely.

These projects were initially developed by the city and then offered to the
private sector. Developers were selected based on a combination of factors
including development experience, financial capability, quality of the proposed
development plan, the extent of private equity and the financial return to the

city. A description of the projects follows.




Metrotech

Metrotech is a new academic, commercial and technology-related office
center planned for a ten block area (16 acres) of downtown Brooklyn, to be developed

by Forest City Enterprises.

The master plan includes expanding the capacity and facilities of
Polytechnic Institute of New York, establishing a Telecommunications Training and
Research Center and constructing over three million square feet of commercial space
for office use and technology-related firms. A campus setting will be created by a
central commons of open space in front of the proposed Polytechnic Library and by
closing portions of Myrtle Avenue, Lawrence Street and Bridge Street within the
project area. Also planned for the complex is a cogeneration facility which will
reduce energy costs and assure tenants of a reliable power source. The project’s
objectives are the preservation of back office jobs and the strengthening of the
technological base of the city by promoting interaction between Polytechnic

Institute and the private sector.

MAC funds will be used to provide a $10 million equity contribution towards
the construction of the initial office building at Metrotech, currently estimated to
cost a total of approximately $80 million. In conjunction with a federal Urban
Development Action Grant (UDAG), these funds will be used to lower projected rental

costs in order to attract tenants to the project.

Final Board of Estimate approval of the Metrotech project is anticipated to

oceur in mid-1986. MAC funds will be required for construction in fiscal year 1987.
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Atlantic Terminal

The Atlantic Terminal project will be a major office, retail and
residential development in downtown Brooklyn. The developer, Rose Associates, will
undertake an initial phase consisting of approximately 750,000 square feet of office
space, over 100,000 square feet of retail space, in addition to a cinema and
supermarket, and approximately 300 units of moderate-income housing. Negotiations
are currently underway with the Health and Hospitals Corporation regarding a major
portion of the office space in phase one. The program also calls for two areas of
open space and a 1000-car garage to be constructed by the city. The estimated total
cost of this initial development is approximately $250 million. The developer has
the option of constructing an additional 800,000 square feet of office space,
400,000 square feet of retail space and approximately 300 units of housing, as well

as a six-year option to develop up to 1.2 million square feet of office space on the

. nearby Brooklyn Center Urban Renewal Area.

A total of $5 million in- MAC funds will be used by the city as an equity
investment in the project, in conjunction with an estimated $16.3 million UDAG
loan, Certification of ULURP materials is anticipated in Fall 1985, with lease

execution expected in mid-1986. MAC funds will be required in fiscal year 1987,

Pierrepont Street Project

The Pierrepont Street project involves the construction of a

600,000-square-foot office building on a city-owned site bounded by Pierrepont




Street, Clinton Street and Cadman Plaza West in downtown Brooklyn. Morgan Stanley &
Co. will initially occupy 220,000 square feet of the building and will ultimately
occupy up to 400,000 square feet. Forest City Pierrepont Associates will develop

the project.

The project is estimated to cost $137 million. The city will provide $7
million in capital budget monies to cover the cost of constructing a 225-space
garage and will make an equity investment of $4 million in MAC funds. A UDAG loan

of $5 million will also be made to assist the project.

A letter of intent for the project was signed in June 1985, and the ULURP

application was certified in July 1985. Construction will begin by the end of 1985.

Brooklvyn Renaissance Plaza

The Brooklyn Renaissance Plaza project will include a first-class 350-room
hotel, a banquet facility for up to 1600 people, and 525,000 square feet of office
space. The building will be built above the Brooklyn Civic Center municipal parking
garage, between Jay and Adams Streets, across from the State Supreme Court
Building. The project will require demolition of approximately one-half of the
garage and reconstruction to provide a total! of 700 new parking spaces. The project

is being developed by the Muss Development Company.

In combination with $6.2 million in capital budget funds for reconstruction

of the municipal garage, $6 million in MAC monies will be provided as an equity
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investment. An application for an $8 million UDAG will be submitted by Fall 1985,

A total project cost of $150 million is expected.

Design for the garage will begin in the second quarter of fiscal year
1986. Demolition will be carried out in the fourth quarter of fiscal year 1986 and
reconstruction will begin in fiscal year 1987, The MAC funds will be required in

fiscal year 1987,

Executive Plaza at Jamaica Center

Executive Plaza at Jamaica Center is a 350,000-square-foot office and
retail complex in Jamaica, Queens which will be developed by the Mack Company, The
project will contain nine floors of divisible office space, ground floor retail
space and an underground parking garage for up to 225 cars. The $50 million
building will be built on a site bounded by Jamaica Avenue, Parsons Boulevard and

161st Street.

The Executive Plaza project will make a major contribution to the
revitalization of downtown Jamaica. It complements other major initiatives In the
area, including construction of the Regional Headquarters of the Social Security
Administration, the renovation of the Gertz Department Store building and

construction of a new campus for York College.

The city will invest $8.3 million of MAC funds in this $50 million
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