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COMM TTEE ON ECONOM C DEVEL OPNENT 4

CHAlI RPERSON GARODNI CK: [ Gavel]. Good
nor ni ng everyone. Wl cone, welcone to the Economic
Devel opment Committee of New York City Council
Today is Thursday, April 24, 2014. M nane is Dan
Garodni ck and | have the privilege of chairing this
commttee. | amjoined today, Council Menbers
Donovan Ri chards and Ruben WIIs.

Today, we will be taking a closer | ook at
t he Brooklyn Navy Yard, which happens to be in
Counci |l Menber Steve Levin's district. The Brooklyn
Navy Yard is a 300 acre industrial park on the
Brookl yn waterfront. It is owned by the Gty of New
York and nmanaged by the not for profit, Brooklyn Navy
Yard Devel opment Cor porati on.

The navy yard was used during the American
Revol uti on and was officially purchase by the United
States governnment in 1801. Its productivity peaked
during Wrld War |11 where it enployed al nost 70, 000
wor kers. The navy yard closed as a naval facility in
1966 and in 1967 the City of New York assumned
ownershi p and reopened it as an industrial park. The
Gty s 1992 conprehensive waterfront plan designated
the navy yard as a significant maritinme and

i ndustrial area. Indicating the |and use and public
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COMM TTEE ON ECONOM C DEVELOPMENT 5
i nvest nent strategies should support and pronote
wor ki ng wat erfront uses.

However, it was not until 2001 that we saw
a significant investnent fromthe GCty. Since 2001,
the navy yard has received nore than $250 mllion
fromthe City of New York. That noney conbined wth
an additional $400 million in private investnents,
has all owed the Navy Yard Devel opnent Corporation to
rebuild streets, maintain graving docks, restore
piers and restore nore than 40 buil di ngs.

Because the property is owned by Gty and
the Gty has denonstrated a conmtnent to keeping it
as a manufacturing site, conpanies can sign | eases
and lay down roots with fewer fears that the space
will be rezoned.

Currently the navy yard hol ds over 330
conpanies and is at 100% of its capacity. Over 7,000
peopl e are enpl oyed by conpani es at the navy yard, up
from3,600 in 2001. Earlier this week, | had the
pl easure of touring the navy yard along with sone of
nmy col | eagues, including Council Menbers, Levin,
CGentile and Weprin. W were all inpressed by the
vi brancy of the navy yard and the variety of products

that are being produced there. So we thank you M.
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COMM TTEE ON ECONOM C DEVELOPMENT 6
Ehrenberg for hosting us and I also note that | did a
run along the East River on the Manhattan side this
norning. | took a different perspective of it over
there as | frequently do.

The navy yard in uni que anong manufacturing
siteinthe city as it is operated by a non-profit,
as noted before, The Brooklyn Navy Yard Devel opnent
Corporation, instead of directly by the Gty’s
Econom c¢ Devel opnent Corporation. The Brooklyn Navy
Yard Devel opnment Corporation is run by a President
and CEO appoi nted by the Mayor and a board, also
appoi nted by the Mayor. Revenue generated by the
navy yard is nanaged by the Devel opnent Corporation
wher eas revenue generated by other city naintained
i ndustrial spaces is returned to EDC. Last year,
then nmayoral candidate, Bill de Blasio, pointed to
the navy yard as a nodel for non-profit industrial
devel opnent that has provided industrial space and
resources for conpanies and entrepreneur. There is
some question about whether other sites, like the
Brookl yn Arny Term nal and Bush Term nal should
follow a simlar nodel. OF course, we have been
great success in the navy yard, but understand that

EDC has sonme concerns about changi ng the managenent
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COMM TTEE ON ECONOM C DEVELOPMENT 7
structure of other sites. W |look forward to
continuing this conversation and | earni ng nore today
about the difference and strengths of each plan

Today we will hear fromthe City's Econom c
Devel opment Corporation, fromthe Navy Yard itself
and al so from advocates. W hope to | earn about the
navy yard s success and what it indicates about
manufacturing in New York City. \Wether we can
expect nmore growmh in this sector and what the city
can best do to support the growth of industry.

W are also interested to hear what makes
the navy yard uni que anong nmanufacturing sites and
what, if anything can be replicated el sewhere.

Finally, we hope to better understand the
rel ati onshi p between the Navy Yard Devel opnent
Cor poration and the EDC.

So with that, let ne wel cone Council Menber
Mark Weprin and | would like to turn the m crophone
over to Zack Smith of EDC and he can introduce the
whol e team and go ahead and get started M. Smth.
Wl cone.

ZACK SM TH:  Good Morni ng, Chairnman
Gar odni ck and nmenbers of the comm ttee on Econom c

Devel opment. M nane is Zack Smth and | amthe




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

COMM TTEE ON ECONOM C DEVELOPMENT 8
Chief Qperating Oficer at New York Gty Economc
Devel opnent Corporation. | joined by colleagues
here. To ny left, from EDC, Mkayla Crater
(phonetic), fromour industrial desk, Dean Bodner
(phonetic, fromour Asset Managenent Team and Joe
Colletti (phonetic), fromour Governnent and
Community Rel ati ons Team

Thank you for inviting nme to speak with you
t oday about the Brooklyn Navy Yard and ot her
i ndustrial assets across New York City. | ampleased
to be here to address the inportance of utilizing
city assets such as the Brooklyn Arny Term nal, anobng
others, to pronote the continued revitalization of
our city’s industrial |andscape and to position New
York City further as a major center of nodern
manuf acturing. After nmy remarks we will be happy to
take any questions you may have.

Manufacturing is a vibrant and cruci al
segnent of New York City’s econony. Between 2011 and
2012 the sector enjoyed its highest annual growh in
three decades, today accounting for about 13% of
private sector enploynment. Mich of this growh can
be attributed to the great success of industria

centers |ike the Brooklyn Navy Yard and the Brooklyn
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COMM TTEE ON ECONOM C DEVELOPMENT 9
Arny Term nal where small manufacturers are thriving.
Today we are seeing inpressive growh in both the
nunmber and strength of small manufacturing conpani es,
many of which are making significant innovations in
i ndustries that range fromnedicine to nedia to
fashion. Many of these conpanies have |ocated at the
Brookl yn Arnmy Terminal or BAT as we call it. Acity
owned facility managed by New York City EDC in the
Sunset Park Section of the Brooklyn waterfront, which
has becone a critical source of quality industrial
jobs. Since the city purchased BAT fromthe federal
governnent in the 1980s, EDC and its predecessor
agenci es have transfornmed approximately 3.1 mllion
square feet of space of that into a nodern subdivi ded
canpus that is equipped for nodern industrial uses.
We are proud of the fact that of the useable 3.1
mllion square feet at BAT, 99%is currently occupied
by nore than 100 conpani es that enpl oy approximately
3,500 peopl e.

Conpani es based at BAT i ncl ude, Uncommon
Goods, an online retailer of gifts and accessories
that enpl oys nore than 120 people full tinme and 600
peopl e seasonally. |In addition, famed chocol ate

manuf acturer, Jacques Torres recently established his




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

COMM TTEE ON ECONOM C DEVELOPVENT 10
gl obal production headquarters in 40,000 square feet
at BAT, which will enploy up to 60 people.

These are just two notable exanples of the
types of businesses that call the Brooklyn Arny
Term nal their hone, but there are many nore that
represent all corners of the industrial sector. BAT
of fers these conpani es an affordable place to | ocate
Wi th good | oadi ng capacity and a well maintained and
secure facility and access to public transit and
outside parking as well. It is for these reasons
that we see a high demand for additional space at BAT
and al so why we have becone nore sel ective about
whi ch new tenants we | ease to there, with an
i ncreased focus on job intensity and job quality.
There are, in fact, hundreds of thousands of square
feet in buildings at BAT that are currently
unoccupi ed. But in order to nake the space habitable
for industrial or conmercial use, substantial capital
i nvestments nust be made in renediation and life
safety systens such as fire alarns, and el evator as
wel | as new wi ndow, bat hroons, HVAC systens, | obbies,
corridors, and entrances. W have therefore nade

this part of our capital new needs reguest.
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COMM TTEE ON ECONOM C DEVELOPVENT 11

Al ong those lines, New York Cty EDC has
al so decided to invest some of its own funds to
remedi ate and restore for | ease a 55,000 square foot
| ong dormant buil ding at BAT historically known at
the Adm nistrative Building, which we plan to nake
avail able for |ight manufacturing businesses.
Wthout new city capital funding however, the |arge
maj ority of vacant space at BAT will remain vacant.

The Brooklyn Arny Terminal is just one of
several key industrial assets that EDC manages on
behal f of the city. EDC utilizes the revenue
generated by assets |like BAT not only to invest and
expand these assets, but also to fund a broad
spectrum of progranms and services that also directly
grow the city’ s econony, including nmany prograns and
i nvestnents that support the industrial sector in al
five boroughs. |In addition, EDCis required to
return a portion of its net income back to the city
and does not have the ability to redirect these funds
back into the industrial assets in their entirety.

Wor kf orce training and devel opnent is a
priority at EDC, at all EDC industrial assets and
sonet hing we are | ooking to strengthen and expand.

We are currently working with the Sout hwest Brooklyn
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COMM TTEE ON ECONOM C DEVELOPVENT 12
I ndustrial Devel opnent Corporation to help train and
place individuals in skilled jobs avail abl e at
busi nesses at BAT. EDC s industrial desk is actively
studying and identifying new ways in which we can
support industrial businesses in filling their talent
needs. W are in the process of devel opi ng ways t hat
the city can offer attractive training and skilled
devel opnment prograns that are nuanced and custom zed
to businesses’ operational needs. This program would
serve both existing and new enpl oyees.

Al t hough BAT is a self-contained industria
canmpus engagi ng the surroundi ng conmunity is al so
inportant to its success. |In addition to workforce
prograns, we plan to grow our comrunity outreach
efforts in a nunber of ways, including a forthcom ng
partnership that will facilitate public tours and
hi ghl i ght exciting advances in manufacturing at BAT
and the inportant role it has played in our city’'s
hi story.

BAT is one of several industrial properties
that EDC manages on the South Brooklyn waterfront,
which is also honme to Bush Term nal, South Brooklyn
Marine Term nal, the Sunset Part Mterials Recycling

Facility and other privately owned industri al
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conpl exes. These sites are connected by a rail and

13

freight infrastructure that increased the efficiency

and utility of all the properties together. Mre
broadly, EDC s industrial desk is currently |eading
conpr ehensive review of all of our industrial asset
in order to insure that these properties fully
support the needs of this vital sector, by creating
coordi nated strategy to help these city managed

assets operate at their full potential. W seek to

a

a

create space for good paying industrial jobs, pronote

the strategic growh of our industrial tenants and
ultimately, bolster the city’'s econony as a whol e.

As | nentioned, we would be happy to take
any of your questions.

CHAI RPERSON GARODNI CK:  Great. Well than
you very nuch for your testinmony. | note that nost
of it deals with a related subject and may actually
hel p fornul ate some our questions here about the
di fferences, say between the Navy Yard and BAT or
Bush or any of the other assets that you cited in
your testinony. But, before we get into that, |et
ref ocus you on the navy yard for a nonent.

It appears to be sonething which has

brought agreenment that it has had a | ot of success.

k

ne




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

COMM TTEE ON ECONOM C DEVELOPVENT 14

TO what does EDC attribute the success of the
Br ookl yn Navy Yard, you can al so answer as to BAT too
if that’s your preference, but hel p us understand
what you think is the real source of the success for
t he navy yard

ZACK SM TH: Vell, | would answer that in
a couple ways. One is, | think that the success
you' ve seen at the navy yard is also the type of
success that | spoke about in ny testinony for assets
i ke the Brooklyn Arny Termi nal and at tines, and |
say that because we see sone of the sane types of
tenants that are, that the navy yard takes credit
for. W also have at the Brooklyn Arny Termnal; |
think that speaks to a larger trend that you see in
the city, in ternms of small manufacturers, wanting
smal | er space than the 100, 000 square foot fl oor
plates. So we are both taking advantage of that
growh in that sector. But | think in ternms of
di fferences between the navy yard and the Brooklyn
Arny Term nal. Besides another obvious one which is
| ocation. Brooklyn Navy Yard is closer to Manhatt an,
its closer to the bridges, and it may be
geographically desirable in ways that the Brooklyn

Arny Terminal isn't. The real difference I think is
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COMM TTEE ON ECONOM C DEVELOPVENT 15

in just the nodel under which it operates. The
Br ookl yn Navy Yard, unmm generates revenue, that for
the nost part stays within the Brooklyn Navy Yard.
You' || hear from David Ehrenberg. He can tell you a
little nore about that in his testinony, but
conparing that to the Brooklyn Arnmy Term nal and
really for any of the other industrial assets that
EDC operates such as the Hunts Point Markets or the
Cruise Terminals. W generate revenue fromthose
facilities. A good portion of it we pay to the city,
ummin the formof PEG paynents and ot her paynents.
So we share the revenue back to the city and then we
use the revenue, not just to maintain those sane
facilities but to do prograns. Prograns that |
nmentioned in nmy testinony, |ike workforce prograns,
prograns that | know the Council cares a | ot about,
in terns of creating incubators and other prograns
that stinmulate econom c devel opnent in the city. And
so the navy yard, they capture the revenue and they
i nvest back into business at the navy yard and the
revenue that we create goes to a |ot of other places
in addition to back into the facility.

CHAI RPERSON GARCDNI CK:  Ckay, thank you

The part of your answer which I think goes to the
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COMM TTEE ON ECONOM C DEVELOPVENT 16
attribution of success, | think is the growth of
smal | er manufacturing, if | heard you correctly. Is

that fair?

ZACK SM TH:  Yes.

CHAI RPERSON GARCDNI CK: Do you, do you...

What about the existence of capital funds
fromthe city to help rehabilitate either of these
sites? |Is that a factor for EDC, you think, in the
success of either?

ZACK SMTH: Yes. | believe it is and
agai n, David can speak to the funding that they
receive or don't receive fromthe city. W receive
sone capital funds, city capital funds for BAT.

W’ ve received sone over the years for things |ike

el evators. But for the large part, it’s the revenue
that we generate fromthat facility and others. |
mentioned strategic investnment we are nmaking in a new
opportunity at BAT and that is to use EDC funds to
nmake avail able an entirely new building. 1It’s a free
standi ng buil ding, the Adm nistration Building at

BAT. But the opportunities there are really limted,
because as | said, there are a | ot of conpeting
interests for our own capital, the capital that we

generate fromthese assets.
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COMM TTEE ON ECONOM C DEVELOPVENT 17

CHAlI RPERSON GARCDNI CK: So the structure of
all of this, it’s a stranger dynanmi c than we usually
see over here. (Qoviously, we have EDC which its own
sorta beast. You have the Brooklyn Navy Yard
Devel opment Corporation which is its own sort of
beast. All roads |ead back to the Mayor of course,
there are distinctions and differences between the
sites and the nanagenent of the sites and how t he
dollars flow, etc. But when it cones to allocating
capital funds, to either, BAT or the Navy Yard,
presumably those initiatives are coning. | would
have t hought they were com ng from EDC, but perhaps
they are only comng fromEDC, sort of as a request
or as a plan for the arnmy terminal but not for the
navy yard. |Is that accurate?

ZACK SM TH. EDC nmakes capital requests for
its facilities and | inmagi ne the navy yard nakes its
own requests, should they have any for additional
city capital beyond that which they can utilize.

CHAI RPERSON GARODNI CK:  So, EDC has a
billion dollars in its capital programfor fiscal
year 20157

ZACK SM TH.  None of that is anticipated to

be for the Brooklyn Navy Yard.
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COMM TTEE ON ECONOM C DEVELOPVENT 18

CHAI RPERSON GARCDNI CK:  Ckay that’s only
for other assets and things that are nore directly
under EDC s either control or participation. 1s that
fair?

ZACK SM TH:  Absol ut el y.

CHAI RPERSON GARCDNI CK: So sonething |ike
Cornell, Technion or any of the other projects that
you all are involved in or Wllets or anything. Even

though there are other entities that are taking the

| ead in developing them they still would fall within
your per view per the billion dollars in capital? 1Is
that right?

ZACK SMTH: Right. Again, there’s nothing
in our capital plan that pertains to the Brooklyn
Navy Yard, you know, to my know edge. | think,
however, and we can clarify this for you after the
hearing. In terns of our overall nom nal budget, any
funds that go to the navy yard, for operations or for
ot herwi se, or for maintaining the streets and things
like that, where they may get support fromthe city.
It mght be Iisted under our budget, but it doesn't.
W really don’t touch that noney, we don’t oversee
it, and we don’t make decisions about it. So if it's

included in that billion that it’s just nom nal.
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COMM TTEE ON ECONOM C DEVELOPVENT 19

CHAI RPERSON GARCDNI CK: Understood. It
strikes me as an odd franework for the city to have
mul tiple industrial parks even in the sanme borough,
umm where sone of themare getting capital funds
t hrough sone direction of governnent and sonme of them
are getting capital funds through another direction
of governnent. Wat’'s the rationale for why EDC
perhaps is not, you know, there may be an obvi ous
answer to this, and you'll forgive it as an innocent
question, as to why EDC is not responsible for
directing capital funds to the navy yard.

ZACK SM TH: There’s probably a whol e
hi story there on how the navy yard was set up and
establ i shed and certainly there’s a long history of
how EDC was set up and they're really in a |ot of
ways di fferent organizations. As | said, the
Br ookl yn Navy Yard is focused on econom c devel opnent
at the navy yard. EDC is focused on econom c
devel opnent in all five boroughs. And in ways beyond
just serving the industrial sector that the navy yard
is involved in. But, | think perhaps, | didn't
enphasi ze enough in ny testinony is the degree that
we are coordinating with at a policy level with David

and his team at the Brooklyn Navy Yard.
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COMM TTEE ON ECONOM C DEVELOPVENT 20

As you ny know, David Ehrenberg, who ran
one of our large divisions at EDC, so we know David
well, but even if we didn’t we’d work very cl osely
with himin terns of a shared focus and in terns of
sharing i nformati on about the types of tenants we are
seeing and attracting and sending either other’s way
when that’s appropriate, and tal king about the
capital projects that we’re involved in at our
respective canpuses. So there is a high |evel of
coordination but as | said, two separate
organi zations with slightly different focuses and
responsi bilities.

CHAI RPERSON GARCDNI CK:  Si nce you rai sed
the issue about the difference in the nodel of
operations. Let’'s talk about that for a second. So
the navy yard as its separate, m ssion driven, not
for profit, takes the revenues fromrents, directs
them back into the navy yard, for the other city
assets, |ike BAT or for Bush or for any of the others
that you nentioned. The city takes the revenue,
gi ves sone back to the city and redirects sone back

into those assets? Correct?
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COMM TTEE ON ECONOM C DEVELOPVENT 21

ZACK SM TH: Into those assets and al so
into scores of other prograns, that don’t generate
di rect revenue, per se, but that are...

[ I nterpose]

CHAI RPERSON GARCDNI CK: Ot her things that
support their success

ZACK ZM TH: Their success and our m ssion
to deliver econom c devel opnent on behal f of the
city.

CHAI RPERSON GARCDNI CK: So ny question for
you is, is there roomfor nore nodels |ike what they
have over at the navy yard or does EDC believe that
that is an outlier, but what should be done in every
ot her circunstance, to the extent that there are
ot her anal ogs to be created down the line, that they
shoul d be EDC managed, not m ssion driven, not... |
don’t know, there all sorta m ssion driven. The
m ssion being directing funds directly right back
into that asset. To the extent that EDC does have a
position, what is EDC s position?

ZACK SMTH: | think EDC s position is that
there are consequences, both good and bad to for
i nstance, adopt a purely navy yard nodel for

i ndustrial assets like the Brooklyn Army Term nal.
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COMM TTEE ON ECONOM C DEVELOPVENT 22

The Brooklyn Arny Term nal spins off a |ot of revenue
as | nmentioned, that we are required to give back to
the city, at the city’s behest and al so that fund
sone really spectacul ar prograns that we have
testified in other hearings about, that I know there
is alot of interest in anbng city council. Prograns
that get people to work, that create entrepreneuri al
opportunities for low incone individuals. As | said,
there’'s scores of them so | think that’s sonething
that needs to be considered if you talk about truly
appl ying so called, Brooklyn Navy Yard, type nodel to
a place like the Brooklyn Army Term nal

Now the other thing | wanted to nmention was
that yes, EDC has an overall mssion that spans al
five boroughs and isn’t just about the industrial
sector. But, nore and nore we are | ooking at
successfully industrial assets |like the Brooklyn Arny
Term nal and again, the Brooklyn Arny Termnal, is
really just one of several EDC assets along the South
Br ookl yn waterfront. W are |ooking at how we can
manage those in a nore mi ssion driven way. Even
t hough sonme of the revenues spins off and goes ot her
pl aces there are ways to really tighten the focus to

make the canmpus nore closely knit. To attract even
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COMM TTEE ON ECONOM C DEVELOPVENT 23
stronger tenants, tenants who enpl oy even nore people
and pay them even better wages. So there is still a
| ot of work to be done there, a lot of |lessons to
| earn, so to speak, fromthe Brooklyn Navy Yard that
can be applied without creating mni navy yards al
across EDC s portfolio.

CHAI RPERSON GARCDNI CK: Do you think that
we presently have enough space between the navy yard,
the arny termnal, Bush, which seemto be the three
cl osest anal ogs, you can correct me if I’mwong, to
be able to accommpdate growth in the smal
manuf acturing sector in New York, or do you think
that we need to be exploring other geographic areas
for which this concept could be replicated?

ZACK SMTH: | think that’s a good question
and there’s probably certain type of space in certain
areas of the city, that we wish we had nore city
property in, for industrial. That being said, umm
as | nmentioned in ny testinony, just at the Brooklyn
Arny Term nal alone, we have, let’s call it, a half a
mllion square feet of building, that’s not occupied
because it’s what we call raw, it isn’t occupiable,
and so | think we have the space, to neet the demand,

but it’s going to take a ot of capital investnent to
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make that property habitable. And David can speak to
his, any vacanci es that he has, but what we’re seeing
is strong demand, limted space, but | think we have
the land. | think in some respects we have the
bui |l di ng, ummm and we’re just |looking to free up that
space, umm by nmaking strategic investnents.

CHAI RPERSON GARCDNI CK: I n one second, |’ m
gonna go to Council Menber WIIls, but the |ast
guestion fromne for the nonent. Wen | hear about
the 100% occupancy at the navy yard and at BAT, to ne
that is very good news and al so very bad news at the
sane tine. Gbviously, we want it to be at capacity,
but to the extent that there is not the space for
t hese conpanies to grow, they either need to not grow
or nove sonewhere that is el sewhere and even maybe
not New York. So that’s the reason why | ask that
| ast question and it sounds to ne from your answer
and we’l|l also ask M. Ehrenberg, his perspective.

It sound like you think that by capital inprovenents
of existing space at the current, whether their EDCs
or Navy Yard Devel opnent Corporation, we can
accommpdate the growmh that is necessary, rather than
say, opening up new areas that may be nore difficult

to cobble together. |Is that a fair?
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ZACK SMTH: | think it’s somewhere in
bet ween and both. | think we have a | ot of space

that we can tap into through devel opnent, but you
know, | also think that, unmm creating nore city
owned i ndustrial space, ummm may not be the best
option. There's a lot of private space that we could
hel p activate to accommopdate these types of business.
And you see a lot of that just in Sunset Park as
well, and Industry City for instance, which is a
privately owned set of buildings, unm where, umm a
| ot of space is becom ng avail able and on the narket
for these types of businesses. And they're
attracting a lot of themas well. 1It’s not just you
know, the only industrial space isn't just at the
navy yard or places |like BAT, unm they are in our
i ndustrial business zones and a lot of that is
privately owed. W’'re focused on that as well. W
know that the only answer isn't to nmake city owned
space available. And so we’'re very nuch focused on
that as well.

CHAI RPERSON GARCDNICK: | will cone back to
that in a second. Let nme go Council Menmber WIIs.

Counci | Menber, the floor is yours.
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COUNCI L MEMBER W LLS: Good norning,
gentl enen and gentl|l ewonman. Thank you, M. Chair. |
just had a couple of quick questions. |n your
testinony you said that between 2011 and 2012 the
sector enjoyed the highest annual growmh in three
decades. Can you just explain to us what woul d be
the contributing factors to that?

MACAYLA CRATER H ny nane is Mkayl a
Crater (phonetic). | run the industrial initiatives
at New York City EDC. So, we did, actually, late
| ast year a short report on the manufacturing sectors
specifically to try to understand what the state of
manuf acturing here in New York City is. And in that
report we identified that data point and what we’ve
had to glean fromthat research and revi ew of data
was that, you know, there’s basically with this
recession sorta stabling off, a lot of firms that are
grow ng, and or just stabilizing, so overall the
trend has been very negative when it has conmes to
jobs and job creation and basically what we saw was
just a stability in a way that we haven't seen in New
York City for quite sone tinme. So, to what we sort
of attribute is to is a nunber of things; one,

busi nesses are feeling nore secure, therefore,
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they’'re investing in thensel ves and they are
investing in hiring people. The nmarket is inproving,
they’ re doing and having nore opportunities to neet
new cust omer and expand their businesses.

Soit’s alittle bit of many things that
just let to that stability. The hope, of course, is
that this next year we'll see the sane positive
trend. But you know it’s one year or a one year
period in which has been, unfortunately severa
decades of not such positive nunbers.

COUNCI L MEMBER WLLS: The testinony al so
i ncl uded the two busi nesses, Jacques Torres, who does
the chocol ates, which are delicious. That’s a plug
for them And Uncommon Goods, and those are two
not abl e, you said they were two notable uses. But is
it because that Uncommon Goods has 120 fulltinme
peopl e and that Jacques Torres’s gl obal production
uses 40,000 square feet of those. Are those the
hi ghest in each respective category, and that’s why
we’'re using them as exanpl es?

DEAN BODNER: Good Morning, |’ m Dean Bodner
with EDC s Asset Managenent Departnent. As far as
job intensity, there are other businesses, for

i nstance Reeva Jewelry which is 40,000 feet and has
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over 200 enployees. There are USA Made Textiles is
anot her new tenant we brought in recently in 35,000
feet and they' re up at about 125 jobs right now and
growing. | nean our goal is to find nore job
intensive users out there and that’'s what we've
denonstrated recently.

COUNCI L MEMBER W LLS: Wen the conpanies
come in and the space that they acquire fromyou, or
| ease fromyou. |Is that space, do they have
projections for growmh, so that they can grow into
the space. Like, if they have a 100 enpl oyees comi ng
in, the space allows themfor sonme type of growth, or
is it sonething where they would have to add space
|ater? How do they usually to their projections
com ng in?

DEAN BODNER: You know. It depends. Most
peopl e who assune that they' re only gonna have 20 to
30 jobs are not going to take a 40,000 square foot
space.

I f sonmeone who is noving in and | ooking to
take one of the larger spaces, has the idea of
growi ng. Most of themare comng froma smaller
space and they have a proven track record and are

custoner based and then fromthere, nost of the
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spaces at BAT range from 20 to 40,000 feet which are
| arge footprints for manufacturing in this econony.
And so, conpanies, this is probably their second or
third upgrade as far as space.

DEAN BODNER: But what we do, as part of
our process when we neet new tenants, we ask them
what their growh projection are, and so we are
interested in how they are going to start in the
space and how they’'re gonna grow in the space. Sone
of themtake options to expand if there’s adjacent
space that may be com ng available in the future. So
we’'re very nuch not just |ooking at nunbers in the
nonent, in ternms of enploynent and growth, but we
really spend a good anobunt of tinme talking to tenants
about their grow plans and strategies.

COUNCI L MEMBER W LLS: The 3,500 enpl oyees
umm that you have listed, does that include the 600
seasonal ?

ZACK SMTH: That’s a weighted average with
the 600 seasonal .

COUNCI L MEMBER WLLS: ay. An the space
that you' re looking at in the Adm nistration

Bui | di ng, are you looking to do that space as 55,000
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square feet for one conpany, or is that g
subdi vi ded?
DEAN BODNER:  You know, yeh
COUNCI L MEMBER WLLS: I'mtryi

question for Lou. Because Lou is here al

30

oing to be

ng to find a

| the tine,

right? W just saw himyesterday, so I'mtrying to

find sonething for you to answer too.

[ Laughi ng]

ZACK SMTH: Wth the Adm nistr
Bui | di ng, to answer your question, we're
yet. |Its space, that, we could probably

tenant for, a light manufacturer that nee

ati on

not sure

find one

ds all that

space, but our approach to the building will probably

be with sone flexibility so that for inst
could be divided into three spaces. W'r
yet. W want sone flexibility there. W
what the market brings and so it could be

COUNCI L MEMBER W LLS: W have
ny district that is looking to nove so th
use the space, so we would |ike to have a
conversation with you about that.

ZACK SM TH: Yeh, sure. W'l

and we can have Dean reach out to them

ance it

e not sure
want to see
ei t her.

a conmpany in

at we can

fol | ow up
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DEAN BODNER: |'Il give you ny card on the
way out.
COUNCI L MEMBER W LLS: Thank you, but we
have to go to another hearing, so I'll get it

afterwards. Thank you very nuch.

ZACK SMTH: And David will give you his
card too, so we can conpete for them

[ Laughi ng]

COUNCI L MEMBER W LLS: Thank you M. Chair

CHAI RPERSON GARCDNI CK: Thank you. And now
we'll go to Council Menber Richards:

COUNCI L MEMBER RI CHARDS: Just two quick
qguestions. Thank you for your testinony.

Just wanted to know, so | see that you guys
have, you say, 600 people are hired seasonally, 120
people full tinme. How nany of those individuals are
| ocal residents, fromthat particular area?

ZACK SMTH: W' Il have to get back to the
commttee on that but I would say a majority are
com ng fromthe Sunset Park nei ghborhood.

COUNCI L MEMBER RI CHARDS: Do you know their
per cent age?

ZACK SMTH: W' Il have to ask and get back

to you.
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COUNCI L MEMBER RI CHARDS: And t hen how nany
MABEs are al so included in the navy yard or do you
guys do outreach to bring people in, or? |’mjust
sort of trying to figure that out.

MAKAYLAH CRATER: We can doubl e check them
to see how nany of the tenants at BAT specifically,
or even | ook nore broadly at other assets. How many
are MMBEs. Certified either on the city |evel or
state level, but nore broadly one of the things that
we do at EDC is do connect existing businesses and
our assets to resources and prograns that help
busi nesses into the MABE prograns to develop their
capacity. So it’s sonething that we nmake sure that
we i nform business of other resources and this gets
to the larger programm ng that Zack nentioned is
that, you know, our larger strategy is to insure that
we see growth in all of our businesses across the
city and that’s why we make sure we connect those
busi nesses to the other resources that we have.

COUNCI L MEMBER RI CHARDS: So you do
wor kshops, or

MAKAYLAH CRATER: Exactly, we partner with
SBS as well as we have our own existing MABE prograns

at EDC.
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COUNCI L MEMBER RI CHARDS: Ckay great. So |
woul d just hope that we are connecting themto
greater opportunities as well as they obviously grow
in capacity at the navy yard. So | am | ooking
forward to getting that information. Thank you.

Jim

CHAI RPERSON GARCDNI CK: Thank you Counci
Menber Richards. Let nme just round up the questions
here, then we’re going to go to M. Ehrenberg of the
Navy Yard. Let’'s talk about the non-city industrial
spaces for a second.

The ways and the tools that the city has to
support those entities that exist out there, what are
the tools in our tool box?

ZACK SMTH: [I’'Il again hand it over to
Makayl a.

MAKAYLAH CRATER: Unm So | can touch nore
specifically on sonme of the prograns and sort of the
departnment | sit in as to what’s in the tool box.

So | sit within a group called Center for
Economi ¢ Transformation, in that space. | have
responsibility on the industrial policy and program

also referred to as the industrial desk. And also a
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series of initiatives called Inconme Mbility
Strategies. So that’s just on...

[ I nterpose]

CHAI RPERSON GARCDNI CK: Can you just speak
up just alittle bit? Hold the mcrophone a little
cl oser.

MAKAYLAH CRATER: No probl em

CHAI RPERSON GARCDNI CK: The Center for
Economi c.

MAKAYLAH CRATER:  Transformation. That is
the team and departnent | sit within. W have a
series of initiatives and prograns that we inplenent
to serve a variety of sectors across the city’s
econommy. So | can speak specifically about two of
those area and sectors, but there’s a full deck of
di fferent opportunities, including the fashion
section, C eantech, the bioscience space as well as
entrepreneurship. But 1’'Il speak nore specifically
on the two areas that | have the great know edge of
because | run.

The first is the industrial sector so we
have a nunber of initiatives, we actually have 22
initiatives what we have been inplenenting for the

| ast several years to help industrial business grow
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Thi s includes one programcalled the Industria
Gowth Initiative where we hel p existing industria
firms devel op growh plans to inplenent, because many
i ndustrial conpanies don’t have, while they want and
inspire to grow, they actually don't have a plan to
do so and is a plan in which they go for free. They
get the training for free but at the end of it, the
best plans receive additional noney anywhere in the
range between $50, 000 to $100, 000, for the top three
plans. And we’re actually gonna be finishing this
current programin the next nonth.

We al so have a program focus call ed Next
Top Maker. It's to help many of the new
manuf acturers across the city. They want to
manuf acture their product here in the Cty but they
are having difficulty finding affordable space or
pl aces to prototype or do short runs of
manuf acturing. So that programis really targeted to
that sorta new energi ng cadre of entrepreneurs to
hel p them devel op their businesses.

We al so have, what we refer to, it’s nore
strategic, if you wll. But we have an industria
advi sory council to various business |eaders to help

informthe policies and to hel p us shape the
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framewor k for how we address these business’s needs.
So that’s just few highlights of the 22. There are
nore and we can followup and give you nore
docunent ati on on that.

On the other side of the income ability
strategies, this is nore targeted to job seekers and
| ow i ncone individuals who are di sconnected to the
wor kf orce and unm W’ ve been running a series of
pilot initiatives, these include training folk who in
the digital econony to | earn about mcro-tasks and
basically giving themskills to do their mcro-tasks
and get paid out for them So this has touched at
| east 400 individuals in the past year. W also have
a program for immgrants who have professional
degrees fromtheir country of origin and connecting
themto job opportunities in those fields of study
that unfortunately, this country doesn’t necessary
recogni ze.

So these are a |lot of discreet, unique
prograns that essentially we try to think outside the
box to inplenment to connect different folks in New
York City to job opportunities and for those who are

runni ng busi nesses to grow their businesses.
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CHAI RPERSON GARCDNI CK: Great. Thank you.
Let ne note that Council Menber Baron has joi ned us.
The point about the 22 initiatives, |’'ve heard this
nunber before, and | don’t know all of them you’ ve
given a few highlights, which we appreciate. 1It’s ny
under standi ng, that the funds that were in the city
budget, was a relatively small nunber, was $1.1
mllion for industrial business zones, that was taken
out by the |ast adm nistration and kept out by this
adm ni stration. The rationale was, the existence of
all these other prograns that EDC is running, is that
a fair statenent?

MAKAYLAH CRATER: | wouldn’t call it a
fair statement. | think it’s alittle nore
conplicated than that.

CHAI RPERSON GARODNI CK: Try n®.

MAKAYLAH CRATER: Essentially, those funds
that you refer to, | believe, are in reference to the
i ndustrial providers, many of whom we’ve actually
nmenti oned we work with Sout hwest Brooklyn, for
exanpl e, they are one of the groups that are on that
[ist of industrial providers. Those contracts are
managed by SBS, umm and so as part of the 22

initiatives, the industrial services contracts with
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these various non-profits across the city, unm that
was not necessarily part of the 22, it was a program
that actually started |Iong before the 22 initiatives.
And it’s frankly a programin which, you know, the
city as a whole has recognized that in order to
support industrial conpanies we really need to umm
connect those conpanies to the groups on the ground
who know them best. And so that is sone groups |ike,
Advitco (phonetic), Sobro (phonetic), Station Island
EDC, Long Island City Partnership, Bocknet
(phonetic), and I think | mentioned Sout hwest
Brookl yn. So those groups have been contracted via
SBS to provide services, ummand currently there is
no noney in the budget for that. | believe that
there is hope that resources will be found and ny
understanding is that other groups within the
Adm nistration are talking to Council right nowto
figure out a solution there.

CHAI RPERSON GARCDNI CK: Thank you. Back to
the BAT return funds to the city question, or BAT
generating revenue that EDC is returning to the city.
How much noney is that through EDC returning to the

city each year?
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ZACK SMTH: Well, | don't know if | can
gi ve you the exact figure because the revenue from
BAT is joined with revenue fromother facilities.
And ot her revenue that EDC generates and umm as you
may renenber from our president’s budget testinony,
the city asked for a PEG paynent from EDC, each year
and so that’s the formof the paynent in [arge part.
We have ot her unm paynent obligations, to the city
t hrough our master contract with the city but I wll
say that EDC generates approxi mately, |ast year at
| east $11 million net revenue from BAT. But again,
that’'s conpiled with other revenues and fromthat PEG
paynent that is nade to the city.

So there’s no way to put ny finger on it.

CHAI RPERSON GARCDNI CK: Under st ood.  So,
$11 million is what is generated?

ZACK SM TH: What we call our net revenue
fr om BAT.

CHAI RPERSON GARODNI CK: Not all of that is
goi ng back to the city, but that’s the net revenue?

ZACK SM TH:  Correct.

CHAI RPERSON GARCDNI CK:  Last question from
nme and then we’re gonna go to Council Menber Barron

The navy yard has taken advantage of identifying
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funds from outside sources |ike the EB5 program
G ve us a sense of EDC s view on the use of that
programin this context. Whether EDC encourages
that, what steps you take to be able to pronote that
progr anf

ZACK SMTH: W haven't participated in
that directly as a corporation. There is probably a
nunmber of reasons for that. There may be | ega
reasons, but |I’mnot necessarily versed in them But
just as a general matter, unm given our obligations
to the city to nake paynents, which change from year
to year, at the behest of the city and the budget
of fice, ummand given our broader responsibility to
fund progranms and to pay nmintenance on a nunber of
facilities, we generally don’'t look to finance
proj ects through mechanisns |ike EB5. W see it at
the navy yard and David can speak to it. And we see
it alot in our devel opnent partners, are private
devel opnent partners in our EDC projects. So it’s
becone a somewhat popular tool, but it’s not one that
we’ ve done oursel ves.

CHAI RPERSON GARCDNI CK: Thank you. Counci

Menmber Barron.
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COUNCI L MEMBER BARRON:  Thank you M.
Chair. Thank you to the panel for coming. | just
have a brief question about the Brooklyn Navy Yard.
| had the pleasure of growing up in public housing
directly across the street fromthe Brooklyn Navy
Yard, which at that time was called Four G eenhouses.
It’s now I ngersoll, and anot her devel opnent nane. At
that tine it was, in fact the ship yard and ny father
wor ked there for a period of tinme, painting some of
the ships. As this project is going forth at the
Br ookl yn Navy Yard and the question nmay have been
asked. Wat outreach has been done to that
nei ghboring community, there’'s the Farragut Projects
on one end and there is the Brooklyn Ingersoll houses
on the other end and it’s a very economcally
depressed conmunity. Wat outreach has done
specifically to those nei ghborhood that are literally
across the street and what has been the result of
that outreach? That’'s the first question.

ZACK SM TH:  Counci|l Menber Barron, | know
you just cane in a few m nutes ago, but just for
clarification, I"'mfromthe New York Gty Econom c

Devel opment Corporation and you will be hearing from
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Davi d Ehrenberg fromthe Brooklyn Navy Yard. He just
heard your question...

COUNCI L MEMBER BARRON:  Ckay.

ZACK SM TH: But he can answer it during
his testinony.

COUNCI L MEMBER BARRON: Wl |l then | have a
second question for you. As you're talking about
this econom c devel opnent, and tal king getting a work
force, have you considered ways in which you can
partner with the Departnent of Education so that
students in mddle school and going onto secondary
school can be trained during the school day in these
ki nds of skilled professions? Have you consi dered
working with the DOE to design a plan that you could
establ i sh those kinds of prograns?

ZACK SMTH: we are interested in working
with the DOE and any other city agency that will help
contribute to our workforce training efforts. But
"1l have ny coll eague address that question nore
specifically.

COUNCI L MEMBER BARRON: Thank you

MAKAYLAH CRATER: H, Makayla Crater, and I
run the city’ s industrial initiatives at New York

Cty EDC. So was have had a few conversations with
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several folks within the Departnment of Educati on.
Specifically, the CTE schools, about how to create
better |inkages between those schools to our
i ndustrial sector and industrial businesses. This
i ncl udes apprenticeship type prograns and training
prograns, where those students would be placed, umm
W thin the business so they get hands on training,
which is one of the critical things that our
busi nesses need. But beyond that issue, | think
you’' re tal king about or touching on is really about,
how do we make our curriculumnore rel evant so that
our students in school |earn about the career
pat hways that are created by these good payi ng jobs,
and that’s sonmething where | think there is a | ot of
good area and opportunity grow and to address and as
Zack nentioned, is sonmething that we are very
interested in doing.

COUNCI L MEMBER BARRON:  So, does it
currently, exist or is it sonething that you are
expl ori ng?

MAKAYLAH CRATER:. Wth the piece about
curricul um devel opnment and nodi fication, at |east
fromwhere we sit at EDC, those specific

rel ati onships don’t exist right now, between what
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we're doing with a nore direct business interactions
wi th younger age groups in great levels, but in terns
of the CTE side, that does happen, that does exist.

COUNCI L MEMBER BARRON:  And where does that
exi st, in which locations, in which school s?

MAKAYLAH CRATER:. W can get back to you on
t hat .

COUNCI L MEMBER BARRON: |’ d appreciate it.

MAKAYLAH CRATER: Specifically, currently
working with SBS's program So we programw th SBS,
the agency and I will work with themto get you that
list of schools.

COUNCI L MEMBER BARRON: Ckay, thank you.

CHAI RPERSON GARCDNI CK: Thank you Counci
Menber Barron. W' ve been joined by Council Menber
Ferrerras. And with that, we thank EDC Wth your
final coment, go ahead.

JOSEPH COLLETTI: This is Joe Colletti
EDC, | just wanted to make sure on the record of
formally inviting the commttee to cone see BAT and
Bush Termnal. | know you saw Brooklyn Navy Yard, so
we’'d |l ove to take you around and schedule that with

you as wel | .
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CHAI RPERSON GARODNI CK: W& will fornally
and on the record accept your invitation and we | ook
forward to scheduling it very, very soon. Thank you
for that, and thank you all.

We are now going to invite up David
Ehrenberg fromthe Brooklyn Navy Yard. M.
Ehrenberg, we thank you for your patience, arguably
we shoul d have started with you, but we like to
afford the adm nistration the courtesy of kicking it
off. Umm so whenever you are settled and ready,
we'd | ove to hear from you

DAVI D EHRENBERG  Good norning. Thank you
for the opportunity to testify about the navy yard.
My name is David Ehrenberg, | amthe President and
CEO of the Brooklyn Navy Yard Devel opnent Corporation
which the chair explained earlier, is an independent
not for profit corporation. | and the Board of
Directors are directly appointed by the Mayor. The
property of the Brooklyn Navy Yard is owned by the
city. W have a 99 year |ease of which we have 97
years remaining to manage it on behalf of the city.
I had the pleasure of presenting before the Economc
Devel opnent and Waterfront Commttees, unm in

Novenber, after | had just been on the job for two
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nonths. | have not been at the yard for eight nonths
or so and what | have |l earned in those six
i ntervening nonths, frankly, is that while the navy
yard has enjoyed extraordi nary success over the | ast
10 years, the real story of the yard is the untapped
potential to drive further job creation, further
wor kf orce devel opnent and further partnerships with
our local community. |[’Ill be tal king about that.

| want to start though, ummm ah, focusing
on the strategy and vision for the yard and the kinda
keys to our nodel that have created the success that
we have seen over the last 10 years or so. To boi
down the navy yards mssion is in kinda three steps.
These are not in order of priority, they are as how
we are gonna see the |ogical steps of our m ssion.
The first is that we maintain and create
af fordabl e space for job intensive businesses. W
then provide busi ness support services and an
envi ronnment that encourages those businesses to
expand and expand nostly by hiring nore people.
W' re not so interested in whether they are
i ncreasi ng revenues, although we want our businesses
to be successful, we we’'re | ooking for is jobs, jobs

and j obs.
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And finally, and nost inportantly, we then
run a very robust set of prograns, to match and train
the local residents and New York residents in
general, for those job opportunities at the yard. W
really see that as absolutely central to our m ssion
As with the Brooklyn Arny Terminal, currently 100% of
our 3.5 mllion square feet that’'s occupiable is
| eased. The yard is currently hone to 330 busi nesses
that enploy 7,000 people. That is up from 3,600 a
little bit nmore than 10 years ago, and is up froma
| ow of 800 just a few decades ago.

By adding nore than 2 mllion square feet
to our portfolio in the next couple of years, and
these are projects that are either actively under
construction right now or which we fully expect to be
under construction in the next couple of nonths.

W' || be addi ng sonmewhere between 5,000 and 7, 000
jobs to the yard, bringing our total up to around
12, 000 j obs.

At the core of what we do, is our
commitnent to bridging our econom c devel opnent and
wor kf orce devel opnent initiatives. That's absolutely
key to our nodel. This is underscored through the

wor k of our enploynment center, though really
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per meates every | easing deci sion, every managemnent
deci sion, every capital decision that we nake at the
yard.

In the past two years, our fulltine stal
at our enploynent center, which total about 13 people
that we either directly enploy, or that we house from
our partners, have placed 450 |ocal residents into
jobs at the yard. In jobs that average over $12.00
per hour. For those individuals who are not quite
prepared for current jobs or future opportunities at
the yard, we provide both hard and soft skills
traini ngs.

When the commttee took a tour of the yard,
you actually saw one of those trainings going on in
our enploynent center. W do that in partnership
with sone of the best workforce devel opnent prograns
inthe city. Wile we are always m ndful though of
our |local comrunity, so |ast year, umm Counci
Menber Barron asked the question about our outreach
to I ocal NYCHA, unm conpl exes. W are surrounded by
umm t hree NYCHA conpl exes, Ingersoll, Walt Wi tman
and Farragut houses. Last year, 25%of the
i ndi vi dual s placed from our enploynent center were

NYCHA residents. Not necessarily those three
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conpl exes but the vast mgjority were fromthose
three. 10% were veterans, |'’msorry, 15% were
veterans and 10% were people who were fornerly
incarcerated. W are constantly |ooking to
strengthen those rel ationships with NYCHA. W' ve
worked with the tenant association with NYCHA Centra
and we try to work very closely with them

The enpl oynment center also runs a couple
other critical programs. On the tour | described
this as multiple onranps to careers. Direct
pl acenent or trainings isn't going to address the
needs of every job seeker, it’s not going to address
the needs of every business. So we also run a very
i ntensive internship programwhere we partner with
QE with the Departnment of Education, unm and al so
bring just one very robust program ourselves, | ast
year we placed just under 200 individuals in
internships at the yard. The vast majority of those,
we actually paid the site bids ourselves. Q& pays
their own site bids and they get sone college credit
as wel .

And then finally, also to address the
guesti on asked by Council Menber Barron, we al so

partner, I'’msorry, those internships are nostly at
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the high school and college level. W also partner
with the Departnent of Education, we have created one
curriculumwhich is a social studies curriculum where
we basically, we did this with the Brooklyn
Hi storical Society, where we effectively used the
yard as a tapestry to discuss issues of Anmerican and
New York history. W are in the process of
devel oping a stemcurriculum which we expect will be
rolled out this com ng Septenber on a trial basis and
then will be available to teachers across the city
shortly thereafter. Thus far, we’ ve had 6, 000
students who have participated in the first of those
curricul ums.

Because of the rapid enpl oynent growth and
greening of the yard and the focus on workforce
devel opnent, we’ ve al ready becone a national nodel
for sustainable urban industrial devel opnent. And
while there are many factors that have contributed to
the success and I would be remiss if | don’t point
out the nmajor one, which is our incredible staff at
the navy yard, many of whom have been there for
decades and have been the yard through its hardest

times and now are very nuch responsible for the
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renai ssance. They are really three core parts to our
nodel .

The first is public ownership and not for
profit managenment. This was nentioned and it’s
certainly true at BAT, the fact that we are owned by
the city and run by m ssion driven not for profit,
nmeans that our tenants don’t have to worry about
bei ng chased or priced out of our property, unlike in
many ot her areas of the city that are zoned
industrial. That neans that they have the confidence
and long termstability to invest in their space,
their equipnent and their workforce. This is
evidenced by the fact that in the |ast 10 years,
there has been $750 million of private investnent in
the yard. And that is a nunber that we expect to
actually reach $2 billion dollars of private
investnent in the next few years.

The ot her one which was di scussed at
length, is in ny testinmony, but 1’|l Kkinda skip over
it, is the dedicated funding, the fact that we have
our revenues and are able to reinvest that into our
bui | di ngs and prograns on a year by year basis. One
thing I wanna point out, the $200 nmillion of city

capital and matched by about $50 million in State and
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Federal noney that’s been invested in the yard has
been really focused on our basic infrastructure.
Because we are a private | ease hold, technically we
are responsi ble for everything inside the walls of
the yard. So street, paving, sewers, the electrical
di stribution systemand our waterfront are our
responsibility. W actually plow our own streets.
Qur basis deal with the city has been that those
i nvestnents that anywhere else in the city, the city
itself would make, in its paving of streets, or the
subsurface, sewer work, the city hel ps defray those
costs. The long termgoal is that we're self-
sufficient and can actually pay our own costs of
pavi ng our streets, but right now we’'re not there.

But umm that $200 nmillion dollars of city
noney has not gone into building out our buildings.
The one core elenment of our nodel that wasn’t
di scussed is, and | think frankly nay be the nost
important, is our onsite managenent. | sit at the
yard, I'mat the yard every day, | eat ny lunch at
the yard and that provides us real tinme feedback from
our tenants, fromtheir enpl oyees, fromour |oca
partners, from our workforce devel opnent partners,

fromthe local conmunity and the | ocal electeds. Qur
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entire organi zation fromour |easing teamto our
mai nt enance staff, to the enploynent center to the
executive staff, is focused every day on making the
yard better for its tenants, and enpl oyees. Because
it isalittle bit trite, but frankly, it’s where we
spend nost of our waking hours. As | often say, a
project that we'll talk about is our Building 77.
It’s a mllion square feet of building. It’'s a
mllion square foot building that is currently
unoccupi abl e, I am obsesses by getting that building
right. Because it is, anong other things, it’s the
first think | see as | drive to the yard in the
norning, | |l ook out ny window and there it is every
day, and as | drive hone at night every day, | |ook
inm rearviewmrror and it’s the last thing | see
of the yard. And | think that that is a critical
difference, the EDC and | have the utnost respect for
what they do, they do work across the city and | was
there and when | was there | worked at Hunts Point, |
wor ked at Steward Park, | worked on the Applied
Sciences, | worked on projects in Staten |Island and
there’s also just general policy goals. W are
singul arly focused on one set of assets, one set of

communi ti es.
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So that gives us, realtine feedback and a
real time know edge of just, a lot of boring stuff
that goes into running an industrial park, that now I
am steeped in and the one exception that | would take
to Zack’s testinony is that while | believe that we
are enjoying our 100% occupancy is partially enjoying
the revitalization of an industry in New York and in
Brooklyn in particular. W led that revitalization.
We proved a nodel, you know these things are driven
by international econom cs and consumer preference,
but we proved a nodel that is now bei ng adopted by
the Pfizer Building, by the Federal Building, by a
nunber of people who we are now conpeting with and we
think that that is a great testanment. W re thankful
for the conpetition, because it neans nore jobs for
Brookl yn, but it was our staff, and because of the
| ocal know edge who | ooked and saw, these are the
tenants that are comng to us, they are no | onger
demandi ng 50, 000 square foot floor plates, they are
demandi ng 3, 000 square foot floor plates, and we
started subdividi ng our buildings, way before anybody
else in this market was doing that and that really

lead to the revitalization of an industry in |arge
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part in the city, which is now dom nated by snal
firms. The yard was at the forefront of that.

So speaki ng about our upcom ng projects,
the support of City Council is going to be absolutely
critical to the success of several recent projects.
Buil ding 92 which is where we started our tour, which
houses anong ot her things, our enploynent center.

The Council was absolutely critical in getting that
proj ect done and the reconstruction of the Buil ding
128 Conpl ex the G een Manufacturing Center which is
our nost active construction project right now. And
we hope that the next great partnership with counci
will be on our Building 77, that mllion square foot
bui | di ng.

The Green Manufacturing Center is a 250, 000
square foot, $60 million adaptive reuse project that
is currently under construction and should be
completed within a year. Wen conplete that building
will house 700 to 800 new jobs with two of our, two
of the three wings of that building will actually
house our current tenants, who will be consolidated
fromnmultiple spaces that they’'ve grown into over the
course of 10 or so years, they' || be consolidating

their operations into about 60,000 and 80, 000 square
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feet respectively in this building. One of those is
Crye Precision, a devel oper of high tech body arnor
and canouflage for the federal governnent and the
other is New Lab which is an incubator for product
designers that will have shared workspace for
engi neers and product designers and al so share
equi pnment. And finally we are in negotiations for
the third wing with another existing yard tenant to
take an additional 60,000 square feet.

Umm anot her question that cane up is
around MABE's. The yard is constantly | ooking for
ways that we can maxi m ze our |ocal community
econom ¢ devel opnent umm inpacts for Building 92 and
Green Manufacturing Center and all other recent
projects at the yard, we set very aggressi ve MABE
participation targets and we’ ve exceeded those
targets in every case. Those were upwards of 40%
MABE in terns of a total amount of our contracts,
sonmet hing that we are very, very, proud of.

Qur next major project, is the massive
reconstruction of Building 77 which is underway, and
we expect to be conpleted by the end of 2015. This
is a transformative project for the yard and frankly

for Brooklyn as well and to some extent the city,
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it’s a mllion square foot historic asset at the
center of the Brooklyn Navy Yard and we’re going to
convert it into a thriving manufacturing and
technol ogy based conpany, a space for technol ogy
conpanies. This will support at least 1,500 jobs, so
roughly a 25%increase in the intense jobs at the
yard and umm this is the project that, as |
mentioned | and ny team are, kinda constantly focused
on getting right.

Building 77 will have Jack Bash LLC which
is another yard tenant, as an anchor tenant. They
are taking four floors of the building. It’'s a $77
mllion project ready project. W’ ve already secured
$66 mllion of funding for it through BNYDC s equity,
al ong that we secured off our cash flow, so we
pl edged future cash flows to secure a $40 mllion
loan and will be using historic tax credits as well.
There’s currently a financial shortfall though of $11
mllion which we are working very hard to cl ose.

W' ve requested this amount from the Borough
President and City Council. It would be a

conbi nation of the two, we’'re looking to for the $11
mllion, over a couple of fiscal years and we hope

that with continued support fromthe council, we are
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going to be able to activate this unusual building
and create thousands of new jobs that thanks to the
enpl oynent center we're going to be able to nake
accessible to a wide variety of Brooklynites.

Wth that | am happy to take questions.

CHAI RPERSON GARCDNI CK:  Thank you very nuch
M. Ehrenberg. Let ne note that we’ve been joined by
Counci | Menbers, Lander and Gentile and umm Let ne
just start, just one point of clarification.

Building 77, is that the u-shaped building or is that
t he...

[ I nterpose]

DAVID EHRENBERG No that’s the G een
Manufacturing Center. Building 77 is the taller
bui l ding wi thout wi ndows at the base and...

CHAI RPERSON GARCDNI CK:  The navy personne
formerly at the top?

DAVI D EHRENBERG  Yep, exactly.

CHAI RPERSON GARCDNI CK:  C early visible
fromthe Manhattan side of the...

DAVI D EHRENBERG ~ Absolutely. It is, ahh,
getting that building right is inportant, not just on
job creation, and it is also the nost visible el enment

of the yard.
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CHAI RPERSON GARCDNICK:  So let's talk for a
nonent about the question about 100% capacity, which
is as we’'ve noted both a blessing and a curse here.

It sounds |ike the navy yard is well on its way to
expanding its capacity needs and also in other areas
they are doing the sane. The strategic goal for the
navy yard, you noted that there’'s going to be nore
than two mllion square feet of space in the next few
years that will add opportunities for grow h,
opportunities for enploynent. Wat is...Gve us the 5
to 10 year concept for the navy yard. Is it two
mllion square feet in the next three years and then
10 mllion feet in the next 10 years? Wat is the
concept? Do you have the space?

DAVI D EHRENBERG W have the space, we
have the |land to devel op. Umm the sinple answer and
I don’t nean this to be a cop out, is we haven't done
a 10 year plan, because of the nature of our business
is that we can’t predict what’'s going to be happening
four years fromnow, we can’'t predict whose going to
be in the market |ooking for space. And so, we kinda
take it as it conmes. That said, we do try to | ook
out and plan to have opportunities to junp on when

those opportunities present thenselves. So in the




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

COMM TTEE ON ECONOM C DEVELOPVENT 60
next few years we will be delivered the Geen
Manuf acturing Center which is 250,000 square feet and
about 700 to 800 jobs. Then, the next project that
will roll online is the mllion square foot building.
That’s 1,500 jobs if not significantly nore. The
next project which we’'ll be releasing an RFP for in
the com ng nonths, is our Admrals Row Project, which
is primarily a supermarket and retail facility and
the only retail that we’'re allow ng on the yard.
Somet hi ng we worked very closely with, with our |oca
council nmenbers at the time. This is the corner
that’'s closest to the three NYCHA housi ng conpl exes
and qualifies as a food desert. However, up above
the supermarket we wi Il have approxi mately 200, 000
square feet of additional industrial space. That
will be delivered three to four years fromnow. So
we’' ve got a kinda steady diet of additional space
com ng online that we'll be tenanting over the next
five years or so. And that’s the nunber that we
believe along with a couple other projects gets us to
that 12,000 job mark. The other project, the |argest
project is Steiner Studios where we are hel ping them

to expand, they are doing that construction
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t hensel ves based on | ease obligations they’ re going
to have to us.

After five years, we have further
devel opnent sites and we are consistently talking
internally, talking with potential partners about how
to develop those sites. W don't have a plan say,
six years fromnow we will deliver this building,
because we got a bunch of buil dings com ng online
over the next five years and we don’t know what the
market will demand in six years. So we want to |ay
the ground work for the opportunity, but we are not
di ctati ng what those devel opnent parcels w |
actually, necessarily six years from now

CHAI RPERSON GARODNI CK:  And the $11 million
that you' re seeking from Borough President Council,
so you' re looking for that as a capital allocation
for the nuts and bolts of the building?

DAVI D EHRENBERG  That's right.

CHAI RPERSON GARCDNI CK: And not as a | oan,
but as a grant?

DAVI D EHRENBERG.  That's ri ght.

CHAI RPERSON GARCDNI CK: Hel p us under st and,
in light of the structure that exists, you have

entities that are fully nanaged by EDC and those




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

COMM TTEE ON ECONOM C DEVELOPVENT 62
which are private not for profit mssion driven

appoi nted by the mayor, etc. Should the city be
considering a loan in that context as opposed to a
grant? Because it seens like, with the revenue that
you have, you are able to borrow consi derabl e funds,
up to sixty sone odd mllion dollars, unm Help us
understand the rational e.

DAVI D EHRENBERG Right. So. | think that
the sinple answer is that industrial devel opnent is
financially difficult. The rent is particularly for
a mssion driven not for profit where we are not, we
have rent guidelines and we try to get reasonable
rents fromtenants, but we are not trying to squeeze
out every dollar fromour tenants because we are
focused on the type of tenants that we recruited. |If
we went to the top of the market, it would have not
been the job intensive industrial users that we focus
on. So the $11 nmillion is effectively the financial
gap that we can’t close through | oans, our own equity
and the other prograns that we use consistently like
historic tax credits, new markets tax credits, and
the like. So that is kind of the gap filler. W are
constantly | ooking for ways to | everage our cash

flows so that we bring nore space online. 1In the
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l ogic, that then that space creates additional
revenues and we get back to the sane place, if not
better. This $11 mllion really is that which right
now we don’t have, umm the financial capacity to
raise in the private market ourselves.

CHAI RPERSON GARCDNI CK: Now | et ne ask the
obvi ous but unconfortable question that | still don't
conpl etely understand; which is the relationship
bet ween the Navy Yard Devel opnent Corporation, EDC
and the Mayor. Wen President Kinble testified at
the end of |ast year, he spent a fair amount of his
testinony explaining why it was inportant for EDC to
have t he managenent and control over the other
assets, because they take this broader perspective
econom ¢ devel opnent interests which nakes sone
sense.

But, you are appointed by the Mayor and
your whol e board is appointed by the Mayor. So it
seens to that if the Mayor were | ooking to exercise
priorities and everybody serves with the will of the
Mayor too. So if the Mayor were | ooking to exercise
br oader econom c devel opnent priorities, he could do
it at the navy yard too presumably. \What is the

rel ati onship between the Navy Yard Devel opnent
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Cor poration and the Mayor and/or EDC as a practical
matter going forward?

DAVI D EHRENBERG So we all report to the
sane Deputy Mayor and ultimately to the sane Mayor.
Um so | think that the core of the difference isn't
what our missionis, it’s the nanagenent and just the
ability to ahh, use our revenues to nmaxi m ze our
assets. Umm we are highly coordinated with the
city. The ability to use our own funding allows us a
degree of flexibility that is critically inportant.
Agai n, industrial asset managenent isn’t the nost
gl orious of things, we just had a steam pi pe that
expl oded, and needed to spend not insignificant noney
to put in a new technol ogy systemto insure that that
didn’t happen again. And that we didn’t need to go
through the city capital budget process, we had sone
noney on our bal ance sheet, and we went ahead and we
did that and that was a decision, frankly |I nade over
weekends, since the steam pi pe expl oded on Saturday
and | talked to the teamthat Saturday, and said
Monday we are making this investnent to nmake sure
this never happens again.

So umm the short answer, off your question

alittle bit, we all are focused on maxi m zing the
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enpl oyment opportunities at our assets and we are al
part of the sane team So, | don’t think there
really is a substantive distinction that we’re going
on a mssion driven basis over her and EDC i s goi ng
over there. W both operate under a different set of
limtations, that | think largely flow to our use of
noney.

CHAI RPERSON GARCDNI CK: Understood. And
he’s not here for ne to ask him but I will ask him
separately. | think part of the rationale is in the
testinony fromthe end of |ast year was, let’s say
there’s a concentration green rel ated busi nesses at
the navy yard which is a great a good thing and part
of the mssion of the navy yard to be able to
ef fectuate. That nmay not be what EDC is | ooking at
nore broadly for the rest of the city. They may want
to see other smaller manufacturing opportunities
offered in the arny termnal or at Bush. M question
is really, if everybody were running at 100% of their
capacity and the Mayor w shed to encourage particul ar
industries into the navy yard. Presumably there’s no
wal | there and you' re reporting to a deputy mayor,
who woul d at | east give sonme direction.

DAVI D EHRENBERG ~ Absol utely.
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CHAlI RPERSON GARCDNI CK: Let nme go to
Counci | Menber Lander, who | know either has
guestions or comments and wel cone Council Menber
Lander.

COUNCI L MEMBER LANDER:  Thank you very
much, M. Chairman and for convening the hearing and
for taking people on the tour of the navy yard.
have been privileged to go a lot of tines. |’'msorry
I mssed your tour, but | do feel it was a great
thing to bring people to and to welcone David to this
hearing and | praise your |eadership. | was anpbngst
the people that thought, that Andrew Kinble would be

a very hard act to follow, and you are doing a great

job at it.

DAVI D EHRENBERG.  Thank you

COUNCI L MEMBER LANDER: So it’s great to
see the nodel continuing to grow and flourish. It’s

great to see how far we’ve cone on this idea that the
navy yard shoul d be the nodel for strengthening the
city’s industrial assets. | think the questions the
chair is asking about what the structure is, about
how to nmake it happen are all the right question, we
don’t have all the answers to, but we are a far cry

fromwhere we were when it seened |i ke people
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wondered why the navy yard was doing what it was
doing. So to have it be so clearly a nodel for what
we want locally wth city owned industrial assets and
a nodel nationally for how manufacturing can grow and
flourish is really just a change fromwhere we were
when we started thinking about these things, so
credit to you and to the whole navy yard team for
being out in front.

| actually want to ask you about an area
that you didn’t address in testinmony. | know you
focused sensibly on the city owed and controll ed
assets, but one thing | also know that you' re out in
front of and thinking about is the non-city owned
industrially zoned | and, which the navy yard hasn’'t
historically engaged with, and we want to think about
within our overall industrial strategy. That's
sonet hing you can’t possibly achi eve except in | and
that the city owns and controls and what you’ ve shown
there with mission driven not for profit public
private partnership is great. W also want to do
nore to nake sure that the privately owned
industrially zoned | and that we have, we are also
getting the nost from that we’'re not losing it, and

you know, in ny neighborhood, in Kiwanis, we're
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losing it to hotels, big box stores, self-storage,
of fi ce, amusenents, shuffleboard, who knew.

So, and | know even sone of the areas
around the navy yard are under sone of the sane
pressures and | just wonder if you would offer, |
know t hese are prelimnary thoughts, |’ m asking kinda
a general question. Wat are you seeing as inportant
in the relationship between the navy yard and near by
privately owned | and and chal | enges, or |essons or
things we want to take fromthe navy yard experience
as we think about what do to in those spaces?

DAVID EHRENBERG | would say | definitely
do not have the answers at this point. To frame your
guestion, | would refer back to the $2 billion of
private investnent that we expect on the navy yard,
we al ready have $750 mllion, we expect that nunber
to growto $2 billion and that, | don’t actually have
this nunber, but | would imagine that that rivals the
private investnent in industrial properties around
the city. And so the stability is absolutely
essential. For the Green Manufacturing Center, the
u- shaped building, we’'re offering 39 year |eases,
because our tenants will be making very significant

i nvestnents in the highest end equi pnmrent available to
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manuf acturers in the world and those are | ease terns
that are very hard to conme by even in |IBZs. But,
your point is, that’'s a function of our nodel in the
m ssion driven not for profit and the public
ownership it is also the case that the majority of
the industrial enploynent in the city is on private
property, and so getting, you know strengthening the
IBZ rules I think is absolutely essential. The
conpeti ng uses, you know ny son went to a birthday
party in Kiwanis at a rock clinbing wall in an
i ndustrial building, he loved and it’s a great
anenity and it’s not an industrial use.

Strengthening the IBZs | think is absolutely
essential. You know, this is sonething that we’ ve
tal ked about and that there are hard bal ances to
strike here where the city obviously is looking to
add an enornous anount of umm additional affordable
housi ng, and that is absolutely essential. Qur
feeling is that m xed use zoning has not performed as
well as it should, that it is really ended up being a
transitional zoning tool and figuring out how to have
your cake and eat it too, is sonething that we are

t hi nki ng about hard. But at this point, don’t

honestly have the answer.
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COUNCI L MEMBER LANDER: So | just want to
underscore three things all of which I find very
encouraging in that answer; one, the idea of
strengthening the I BZ projections, the second of a
harder | ook at how to nake m xed-use zoni ng work and
the third the engagenent of the navy yard and the
city’'s industrial assets as part of the conversation
about the privately owned space all seemto ne to be
very wel cone. They don’t solve the problens, but I
think they’re as we think about what the | essons are
for moving forward, a | ot of them obviously for the
city owned assets, but this is a prom sing area that
we shoul d focus on. Thank you.

COUNCI L MEMBER GENTI LE: CEO Ehrenberg, our
Chair has stepped out for a mnute, so |I’mjust going
to take the opportunity to ask a few questions.
Thank you again for taking the tinme to conduct a
tour, the other day. It was informative. The only
di sappoi nti ng aspect was that M. Drucker wasn’t
avai l abl e, and he’'s here now but he wal ked out of the
room

[ Laughi ng]

DAVI D EHRENBERG He was on a wel | -deserved

vacati on.
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COUNCI L MEMBER GENTILE: |’msorry?

DAVI D EHRENBERG He was on a wel | -deserved
vacati on.

COUNCI L MEMBER CGENTI LE: Yes Yes, okay,
great. |1’mnot sure | mssed nost of your testinony,
so | amnot sure if you tal ked about EB-5 work visas.
" mnot clear how that, how that works. It is that
the foreign investor invests in a business at the
navy yard and brings in workers?

DAVI D EHRENBERG EB-5 is the programthat
we’ ve | everaged about $100 million for our G een
Manufacturing Center and Building 77. |It’s the core
of the financing that |lets those projects nove
forward. The way that programworks, and I am not an
expert on the visa side of the program though |I know
a bit about it is that an internediary solicits
investnents frominternational individuals. They
invest in our building projects, the internediaries.
The internedi ary takes a whol e bunch of individual
investors. | think about $500, 000 per investor.

Gat hers those together, so there were 2,000 of those
investors in our project, | think | got the anmount of
zero's right. They all contribute $500, 000 and then

the internediary | ends us the noney to build our
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buil dings, that’s all on the logic that as we then
build the buildings, significant nunbers of jobs are
created and there’'s a conplicated math that the
internmediary has to go through with us and with
treasury, | believe it, to insure that enough jobs
are being created through our projects to legitimze
the nunber of visas that are being provided to the
ultimte investor.

COUNCI L MEMBER GENTILE: So they're | oca
busi ness, but have the foreign investors?

DAVID EHRENBERG It’s us. It’s the
internmediary and then they’'re lending to us. So it’s
not our tenants who are getting noney fromthe
foreign investors, it’'s effectively our building
projects that gain access to those.

COUNCI L MEMBER GENTI LE:  And how nuch is
that investnent up to now?

DAVI D EHRENBERG So we have | everaged j ust
about $100 million of funding that repaid one | oan we
had on our nost recently conpl eted new buil di ng.

That was about $20 million, called the Perry
Buil ding. And then about $40 million each for our
two current devel opnent projects, which as | said

create the kind of core of the financing for those
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projects which we’ve then augnented with our own
equity and then other sources.

COUNCI L MEMBER CGENTI LE: |s that sonething
that’s been replicated in other |BZs?

DAVI D EHRENBERG | do not know of ot her
i ndustrial projects that are using the EB-5 prograns.
St ei ner Studi os separately borrowed from EB-5.
They’re the only other industrial entity that | know
of who have borrowed, it’s nostly been retail and
commercial projects, to ny know edge.

COUNCI L MEMBER GENTILE: Interesting. |It’s
an interesting aspect to what goes on there. | just
a final question and ny thought the other day, when I
was there, at the navy yard, was that you re the
i ncubator for so many small businesses and once
they’ re up and running and you told us of the ones
that have been very very successful, |ike the arnor,
What's it called?

DAVI D EHRENBERG  Crye Preci sion

COUNCI L MEMBER GENTILE: Right. They' ve
beconme so successful, they need nore and nore space.
I’mjust curious, what is it that keeps those very
successful businesses there as opposed to noving

maybe to a different jurisdiction that has a
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different tax structure for businesses. Wat keeps
themthere? |Is the I1BZ and what you offer? Is it
the waterfront? Wat is it that keeps those very
successful busi nesses there?

DAVID EHRENBERG | think partially it’s
that it is the navy yard and the fact that our rents
are cheaper than el sewhere. You know, in the garnent
center, factory rents are pushing $50 to $60 now and
you know, that’s a function of private ownership of
those buil ding and the building owners seeking the
hi ghest rents that they can get. It’s very hard to
run a factory paying $50 a square foot. Qur rents
are well less than half that amount. SO we provide a
stabl e environment where conpanies feel that they can
stay and grow. And honestly, part of it is just,
it’s Brooklyn and New York and a | ot of corporate
busi ness deci sions are dictated by where the
principal wants to live and that certainly is an
aspect of the general econom c renai ssance of New
York that we are taking advantage of or finding
advantage in. Umm but, you know, | also think that
we have a nunber of businesses that have grown over
time that really do feel |ike we’ve supported them

t hrough their infancy when they had hard tinmes, you
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know, after Sandy hit, we did things that no | andlord
inthis city would have done. And they are for
profit conpanies so | hate to, | don't want to over
sell this, but I do think our tenants feel ownership
in the yard and want to stay at the yard because they
buy in to the nodel and they believe in it and we’ ve
done right by themas they grew and were flexible
with them when they lost a critical, unm piece of
their business, or whatever it was, and unmm that
buys some goodwi I, that | think does dictate, to
sone extent their business decisions.

COUNCI L MEMBER CGENTILE: It certainly is a
very unique interesting atnosphere. Wen you're
there, you sense that even though we were there after
hours, so to speak, but you still sense that. So
that is very unique and certainly you are to be
congratul ated with everyone there and it’s sonething
that | think ummsort of is the wave of what we
shoul d be | ooking for the future. Thank you.

CHAI RPERSON GARODNI CK: Thank you Counci
Menber Gentile. And M. Ehrenberg, we want to thank
you for your help in educating this commttee both
earlier this week and today. W are very inpressed

with what’s going on at the navy yard and al so very
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i npressed with you. So we thank you for that and
with that we’'re going to nove onto our next panel.
We have Adam Friedman of the Pratt Center, we have
Deborah Mesl ow of the Long Island City Partnershinp,
and we have Melissa Chapnan of the Brooklyn Chanber
of Comrerce and Laura Inperiali of the Queens
Chanber. And Tully tool. So conme on up

[ Pause]

CHAI RPERSON GARCDNI CK: Laura woul d you
like to start since you' re sitting at the end over
here and cl osest to the mic.

LAURA | MPERI ALl :  Good norning chair and
nmenbers of the Econom c Devel opnent Commttee, ny
nane is Laura Inperiali, | amthe Director of
Governnment Affairs for Tully Construction and Wllets
Poi nts Asphalts. W are |located in College Point and
Fl ushing, New York. | also serve on the Board of
Directors of the Queens Chanber of Commerce and | am
al so the chair of their Industrial and Manufacturing
Committee. | amhere today to testify on behalf of
the Queens Chanber to give voice to our nenbers and
to represent the interest of the industrial business

community in Queens.
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So | want to thank you for holding this
i mportant oversi ght hearing today on the Brooklyn
Navy Yard and whether this is a nodel for the
expansi on of New York Gty’'s Industrial Sector.
bel i eve that answer to be yes, absolutely, but we
need to recogni ze what nmade the navy yard successful.

First, the navy yard was sited and
devel oped on city owned |land and is operate by a very
successful and strong devel opnent corporation and the
Cty and State have nai ntai ned strong support of the
navy yard by providing hundreds of mllions of
dollars towards it devel opnent and expansion efforts
over the past 30 or so years. |In order to replicate
this nodel the city and state will need to nake
simlar financial conmmtnents and will require
| ocating |l and that woul d be dedicated to industri al
devel opnent. A parallel track for the city should be
to look at already existing resources such as the 22
i ndustrial business zones and various industrial and
corporate parks in New York Cty for areas of new
investnment. | personally would reconmend that the
city take a |l ook at the Coll ege Point Industrial Par
and Wllet Point, now that the original devel opnent

has switched over to CitiField.
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Strengt heni ng these area of business wll
| ead to increased sector growmh and increased job
creation. What is equally inportant is the
preservation and possi ble creation of new M zone
and. Currently manufacturing districts nmake up 15%
of New York City’s overall land. So why is
manuf acturing and industry inportant to the city’s
econony? Sone notable statistics and these
statistics are taken from NYC EDC s New York City
crafted reports, an excellent report. 1’ mgoing to
submit this with testinony.

Sonme notable statistics are regarding the
current industrial sector in New York City. The
i ndustrial sector nakes up 10. 7% of total gross city
product. It accounted for 13.5% of private
enpl oynent and industrial occupations provided a
range of salaries from approxi mately $36,000 to
$88,000. One last point | would like to nmake is that
the flip side of the affordabl e housing di scussion
shoul d be the creation of well-paying jobs with | ow
barriers to entry. Many of the industrial sectors
are just those jobs. There has been a strong |inkage
for, or there has to be a stronger |inkage in the

public policy arena regarding the ability to afford
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tolive in New York City and access to those good
wel | - payi ng j obs.

So while creation of affordable housing is
critical in New York City, equally so is the
retention and growth of industry and manufacturing in
New York City.

Thank you for the opportunity to testify
bef ore you today.

CHAI RPERSON GARCDNI CK: Thank you very
much. Go ahead.

DEBRA MESLOW  Good norni ng and thank you
for the opportunity to speak. M nane is Debra
Mesl ow and ny title at the Long Island Gty
Partnership is Director of Business Expansion and
Retention. However, | am also one of those infanpus
boots on the ground peopl e otherw se known as | BSP.
The Long Island Cty Partnership, [cough], excuse ne,
was started as the Long Island Gty Business
Devel opment Corporation in 1979 and is the unbrella
nei ghbor hood i nprovenent and econom ¢ devel opnent
conpany for all of Long Island City.

W' ve been successfully working with
i ndustrial businesses for over 35 years. W first

oversaw Long Island City’s in place industrial park,
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the largest of the IBSP and now oversee the Long
Island City Industrial Business Program which
replaced the I BIP programin 2006.

We applaud the city’s great success at the
Br ookl yn Navy Yard, however, we w || caution against
viewing it as the nodel through which to address al
i ndustrial businesses. The industrial business
sector is extrenely diverse, nuch nore so than people
realize. Conpanies are in different types of
| ocations in parts of the city based on their
i ndi vidual needs. | can speak nost famliarly to
Long Island Gty s 2,000 industrial businesses and
the 4,300 the industrial businesses the partnership
serves in Western Queens. Mbdst of these are here
first and forenost because of our unique |ocation on
the transportation grid and plentiful skilled | ocal
wor kf orce. But even though these two issues are
rel evant to all our businesses and cannot be net by a
navy yard type approach, the diversity of conpanies
evident in Long Island City, would not allow for any
one size fits all solution.

Exanpl es incl ude, Brooks Brothers which has
215 enpl oyees manufacturing all Brooks Brothers’ ties

and includes 85 enpl oyees whose job it is to do
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clothing alteration for their retail |ocations. DKN
Ready Mx, a City and State certified WBE concrete
manuf acturer. Shapeways, |argest 3D printer, whose
Long Island Gty facility handles all the
manuf acturing for their North Anerican and Canadi an
order. One Time Food, which manufacture four mllion
fortune cookies daily. W also have our own, it’'s a
ot I know.

[ Laughi ng]

DEBRA MESLON Four million. W also have
our own chocol ate conpany. |It’s not Jacques Torres,
but it’s Chocom ze, and we actually help them do
their reverse commute for New Jersey to Long Island
City. About 90 artists and manufactures al so cal
Long Island City hone, including the dass Whisperer,
M chael Davis, whose stained and bl own glass is known
wor | dwi de and worl d renowned furniture nmaker Dakota
Jackson.

The city should help the navy yard to grow,
however, we need to continue to help private
conpani es located in private properties in the | BZs
and throughout the city. Industrial conpanies are in
every borough. Sone are on the grid and sone are

off. Al are |ocated where they are, due to their
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i ndi vi dual needs, be it availability of real estate,
transportation, workforce, proximty to sinmlar or
contrary conpani es or even accessibility to their
supply chair. Industrial businesses provide good
jobs for New Yorkers. Mdst industrial jobs in Long
Island City are held by residents of the five
boroughs. Mst inportantly, they pay an average of
$51, 000 per year, enough to support a niddle class
famly conpared to retail jobs which pay about
$36, 000. We cannot treat these industrial conpanies
which are | ocated throughout the city as a single
entity, with simlar needs just because they are
| abel ed i ndustri al.

| thank you for your tine and | ook forward
to working with you in the future to continue to
expl ore new and better ways to support industrial
busi nesses in New York Cty. Thank you very nuch

CHAI RPERSON GARCDNI CK: Thank you and your

points are very well taken. Adam

ADAM FRI EDVMAN:  Good norning. |’ m Adam
Friedman. 1'mthe Director of the Pratt Center for
Community Devel opnent. [|’malso a nenber of the
Board of Directors of the Navy Yard. |[|’'Il do ny best

to sunmari ze the testinony that you have. A lot of




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

COMM TTEE ON ECONOM C DEVELOPVENT 83
it has already been referenced to, or simlar points
made. | did want to point out at the begi nning
t hough, | think Council Menber WIIls has a question
about, what’'s the prescription for the future, what
is growth | ooking |ike?

There’s a recent study, | think out |ast
week, by CUNY, the Market Labor Research Center, and
they said that the manufacturing sector grew by 2,300
j obs over the past year. Wiich is a real turnaround
and in fact | think is a higher absol ute nunber than
financial services. Hal Shows them

Un so | appreciate the opportunity to
testify this norning and that you’ ve undertaken what
is westling with, one of the greatest chall enges, |
think in econom c devel opnent policy, which is how do
you have manufacturing, which provides very good
quality jobs that pays on average nore than $50, 000 a
year where there’'s a career path. But is used to
payi ng very low | and costs and New York City, no
matter what we do, is a high cost environnent. So
how do we reconcile that?

We undertook this study, The Pratt Center,
the navy yard about three years ago, which had

clearly established itself as a success. The
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question was why? How had it becone successful ?
It’s not the only strategy. As you heard earlier, we
shoul d 1 ook a zoni ng, we should | ook at what the
i ndustrial business zone providers do. But it’s one
particul ar strategy that we think could be ranped up.
Um so | would just say that in subsequent hearings
we shoul d | ook very closely at zoning and the ot her
types of incentives that we provide.

VWhat we try to do in the navy yard in
distilling the essential ingredients, the attributes,
we cane down to these sort of eight factors, sonme of
whi ch have been alluded to and just sunmarized on the
second page there. | want to point out, you don’'t
see busi nesses being subsidized here. You know, navy
yard is not a cheap place. | would argue it’s
actual ly prem um and ki nd of pushing the narket and
they’'re able to do that by providing a better quality
product and these eight itens, | think define, what
goes into a better quality product. The space, |
think they conbined to provide two things, security
and engagenent. That the space is managed by a
nonprofit organization that has, as its mssion, the
growt h of industrial jobs, that the land is

publically owned and will not be sold or rezoned.
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That the rent revenue is reinvested back in to the
mai nt enance and expansi on and the m ssion of the non-
profit, and that the area | ooks and feels industrial.

Al'l conbined a nessage to tenants, you are
safe, you can stay, and you can reinvest here and
grow. And that economc security is decisive to the
busi ness deci si on about investnent and that’s what
| eads to growth. You know, contrast that with just
any typical M zone where the manufacturer is being
harassed by ticketing agent, where there’s non-

i ndustrial uses encroaching and it sends the opposite
nmessage.

The second advantage, is the | evel of
engagenent. You know, we as a nmatter of policy, want
to provide nore enploynment opportunities for New York
City residents. Let me just tell you that when you
approach a business tal king about referrals around
enpl oynent, that is a loser. You know, you cannot
start a conversation there. You have to build a
rel ati onship over a long period of tine by providing
space, by hel ping resol ve other issues and then once
you' ve built up trust, you can begin to tal k about

enpl oynent and wor kf orce devel opnent.
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So how can the city begin to replicate or
build on the navy yard nodel ? | would argue that
this is very simlar to where we were 30 odd years
ago with affordable housing. W have to cultivate a
non-profit industrial devel opnment sector. And on the
third page |'ve listed out a bunch of ways that the
city council can begin to do that. The creation of
an industrial devel opment fund that would hel p non-
profits close the gap when they want to buy space.
The second one is creating a preference. Wen the
city does dispose of its industrial assets, and it
doesn’t nmean exclusively to non-profits, but for
profits and non-profits could begin to partner with
each other and that way give the non-profit entity
experience and equity so that it could nove out on
its owmn. | would even create a zoning bonus to
i ncentivize non-profit devel opnent. One of the
things we’'re going to have to begin to | ook at,
increasingly, is nore mxed-use districts. And,
think the essence of a successful m xed-use district,
how do you actually preserve space, is going to be
non-profit controlled over the industrial spaces.

Because they’'re just never going to be able to afford
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the rent, so how do you afford the whole district
ti ppi ng?

One of the questions, there’s this contrast
now bei ng pl ayed out between EDC and the navy yard
and | just want to say neither is better or worse.
Right, it’s in the context of what? And there has
been sonme di scussion as to what’'s the m ssion and
that the EDC has a broad m ssion and the navy yard
has a nuch, nore narrow mssion. And this is where
think I would disagree with David s earlier comrent,
“m ssion doesn’'t matter”. | think missionis
absolutely critical because the EDC has a broader
m ssion when it prioritizes howit spending its
noney, how its reporting to the Mayor, when it’s
negotiating with OVB, when it’s negotiating with city
pl anning, it’s chanpioning its highest priorities al
of which are within mssion. The issue is what hits
the cutting roomfloor. And again, and again, and
again, it doesn’'t matter which adm nistration for the
past 20 odd years, nmanufacturing consistently hits
the cutting roomfloor and that’s why we need a new
O fice of Industrial and Manufacturing Busi nesses,
reporting directly to the Mayor not within EDC or SBS

or any ot her agency.
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Um so the one other question | heard you

ask was about the denmand for space beyond the navy

yard and beyond BAT. You know, the truth is, it’s

off the charts. W have good evidence fromthe G een

Poi nt Manufacturing and Design Center and fromthe

navy yard that there are these waiting lists, but if

you ask any of the IBZ providers, the guys on the
ground, they' Il tell you the vacancy rate is probab
under 5%

You know, there is no roomto grow, and
that’ s what drives conpanies out of the city. They
want to stay here, you know, for any variety of
reasons. So | would say that there is very tight
demand across the board for all different types of
space. | have just included a couple of charts fro
the original navy yard study and |’ m happy to answe
any questions about them

Thank you

MELI SSA CHAPMAN:  Good norni ng Chair
Gar odni ck and guests. M nane is Melissa Chapman,
serve as the Vice President for Governnent and
Community Rel ations at the Brooklyn Chanber of
Comerce and | bring greetings on behalf of our

Presi dent and CEO, Carl os Sci ssura.

ly

m

r
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The Brookl yn Chanber of Conmerce is a
nmenber shi p based busi ness assi stance organi zati on
that represents the interests of over 165 nenber
busi nesses as well as busi nesses across the borough
of Brooklyn. The Brooklyn Alliance is a not for
profit econom c devel opnent organi zation of the
chanber which works to address the needs of
busi nesses through direct business assistance
prograns. W comend this comrmittee for exam ning
the positive econom c inpact that the Brooklyn Navy
Yard has nmade to New York City and touting it as an
econom ¢ nodel that can be successfully replicated
across New York. W are even nore delighted that
these accol ades are being directed to one of our own,
t he Brooklyn Navy Yard whi ch has been an outstandi ng
nmenber of the Brooklyn Chanber of Commerce for over
10 years.

The Brookl yn Navy Yard has exhibited strong
strategi c | eadership over the past decade by
transform ng the once declining under-utilized 300
acre industrial space, into one of the country’s
fastest grow ng manufacturer centers. This has had a
positive inpact on the surroundi ng busi nesses,

communi ty and residents, which proves that there is
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hope for struggling econom es, especially if they
enbrace high demand fields such as clean tech and
hi gh tech manufacturing as is the case with the
Br ookl yn Navy Yard.

Furt her, Brooklyn Navy Yard s success
proves that there are great econonic gains to be had
fromthe Made in Anerica slogan because it has a
di rect inpact on the growth of new businesses and
naturally increase jobs. | actually reference in ny
earlier report, done in 2013 by the Pratt Center, who
happens to be sitting next to nme titled Brooklyn Navy
Yard, An Analysis of Its Econom c Inpact and
Qpportunities. An in that study, it stated that in
2011 the navy yard had an overall econom c inpact of
$2 billion on the I ocal econony, sustained 10, 000
jobs and had $350 million in earnings.

At this rate it is clear that the Brooklyn
Navy Yard is one of the borough s |argest enployers
and economic contributors. In addition to being an
econom ¢ | eader, Brooklyn Navy Yard is al so an
environnmental | eader and was recogni zed by the New
York State Pollution Prevention Institute for a

canpus wide solid waste and recycling programthat
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has generated positive environnmental and econom c
benefit for the yard and its 330 tenants.

Sonme of the plan elenments included the
reduction of waste handling costs for tenants by
approxi mately 27% which in turn led to the
el i mnation of over 1,600 tons of waste going to area
landfills. This measure al so reduced carbon traffic
by 90% which resulted in an automati c decrease in
carbon footprint.

One of the nost notable pillars for success
at the Brooklyn Navy Yard has been the addition of
Building 92. It’s $25 mllion visitor center and
museum t hat opened in 2011. This new buil ding served
to solidify the navy yard’s conmtnent to its
communi ty and provi ded nei ghbors and visitors with a
transformed view of what the yard has to offer

Building 92 falls directly inline with
Br ookl yn’ s boom ng tourismindustry, since the space
offers visitors tours of the yards historic |andscape
via bus and by tours. Wthin the building, historic
photos and artifacts dating back 165 years all ows
visitors to travel back in tinme and literally chart

the highlights of the yard.
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Br ookl yn Navy Yard is also at the center of
anot her steadily growing industry in Brooklyn. That
being film At the Brooklyn Chanbers 2012 Wnter
Gala, it announced that aspiring filmmakers will have
access to the facility once the Brooklyn Coll ege
graduate film program and partner, Carnegie Ml on,
nove into the new site. The 50 acre nedia and
entertai nnent project is poised to be an additional
draw for tourists and revenue in the Navy Yard as
wel | as the surroundi ng nei ghbor hoods.

W can see the Brooklyn Navy Yard s nodel
al so having a positive inpact in areas such as Red
Hook, Bayridge, Coney Island, Sunset Park and
Carnegie. Replicating the nodel of the Brooklyn Navy
Yard in these nei ghborhoods would truly spark
i nnovation, increase econom c activity and provide
much needed j obs.

Finally, the Brooklyn Navy Yard is an
undoubt edly great nodel with which to encourage
econom ¢ devel opnent in other areas because it builds
upon its rich history while positioning itself to
take advantage of new opportunities that will allow
it to be sustainable. Mre inportantly, the growth

of econom c activity goes beyond the gates of the
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navy yard and plays a role in the increase of smal
busi nesses and jobs in the surrounding areas. And |
t hank you for allow ng the Brooklyn Chanber of
Comerce to testify inthis matter.

CHAI RPERSON GARCDNI CK: Thank you very
much. And thanks to all of you. |’mgonna just ask
one question then we're going to close out the
hearing. This question is to all of you or any of
you who wi sh to answer it.

And there may even be a difference of
opi ni on anong the panel on this subject, but one of
the issues we raised with the forner panels was, in
light of the |ess than 5% vacancy, in |ight of the
100% occupancy at the navy yard and the arny
term nal. Should we be focusing our energies when it
conmes to city properties first, on expanding wthin
the footprints of the exiting areas where there’'s
| ots of devel opnent space, or should we be | ooking to
new horizons, new territories or perhaps you could
find clusters of city owned buildings, if so, where?
And then ask the question about ways to support the
not city owned properties, like the ones in Long
Island City. Wat’s the best way for us to be doing

t hat ?
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So there’s your omi bus question. Go for
it, in whatever order you like, but I aminterested
i n your reaction

LAURA | MPERI ALI :  Thank you Council Menber.
| don't think it’s an either or question. | think
there’s no reason why the city can’'t operate on
parallel tracks. Umm | think the key to this, quite
frankly, to the land use issue, is zoning. Umm |
think there was a big push during the Bl oonberg
adm ni stration to rezone manufacturing areas
bel i eving that manufacturing and industry was a dying
industry and replacing it with affordabl e housing.
So | think we’'re up against that as an issue, but
also | think there’s a lot of under-utilized, not
just public, I'"mnot sure what the stock is for city
owned | and, but |I would definitely take a | ook at
under-utilized manufacturing space and instead of
encour agi ng re-zoni ngs and devel opers to convert
their manufacturing into, let’s say a |lighter
commercial use or residential, give thema building
bonus to preserve manufacturing. A |lot of, obviously
heavy industry can’t operate in a vertical space.
They need the horizontal space, but | think there’'s

conversation at EDC right now about putting out a
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conpetitive RFP sort of thinking along these |ines of
buil ding vertically, given that there is a shortage
of land. But, again going back, | think the city,
quite frankly, needs to stop with the lip service in
supporting industrial businesses and make a firm
commtnment in their zoning and in their budgetary
priorities.

DEBRA MESLOWN | agree with Laura that, oh
your nore than wel cone, that both options are
necessary. In Long Island Cty we net with several
of our industrial brokers and had a neeting and they
said, that just under 1% is available for industrial.
So obviously there’s not a lot of |land there, so we
have been tal ki ng about building up as opposed to
out. But the other thing is, is that | think that
zoni ng needs to be | ooked at. | know we have a | ot
of ML-4 zoning in Long Island Gty which is |ight
i ndustrial, and because of that three years ago we
had two operating hotels and because of rezoning,
today we have 23 operating hotels and 8 in the
ground. The other thing that | would really
appreciate if you could | ook at, are retention
benefits. W have.. |[|’mresponsible for working

with 4,300 industrial businesses. There is no
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retention benefit. When New Jersey cones al ong and
says we will give you all of these benefits. This is
what it’s going to cost you, $3 a square foot, we
really don’t have too nuch to say about it. W don’t
have anything to fight it with. SO 1 think that’s
al so a very big part of the equation. And I also
wanted to invite you to conme on tour. ||l be happy
to take you and you can watch four mllion fortune
cooki es bei ng nade.

Thank you very nuch.

CHAI RPERSON GARCDNI CK: My favorite part of
nmy job | accept your offer as well and thank you.

MELI SSA CHAPMAN.  From t he perspective of
t he Brookl yn Chanber of Commerce, we would definitely
advocate for finding new spaces, rezoning is al so
important, so in tradition areas, |ike East New York
and Red Hook, woul d probably have the space, with
maybe it’s just a zoning issue. Since there’ s no
nore roomto build up, in the existing spaces | think
it would definitely encourage a replication of that
nodel if there was to be sone rezoning and to go to
new areas. Al so going to new areas woul d expose nore
people to having jobs and to build new busi nesses and

to support different nei ghborhoods and kind of have a
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| evel playing field where that is concerned. And |
did Iike the point that the panelist just made about
creating incentives for staying in New York and not
taki ng the busi ness el sewhere, even staying in New
York City as opposed to going upstate where we can
benefit fromthat.

ADAM FRI EDVAN:  This is going to sound |ike
such a nel ee nout hed answer, because it is alittle
bit of everything. You do need a big tool box and so
when we have these discussions internally, we often
come down to, that’s why you need a Mayor’'s O fice of
Manuf act uri ng because then that perspective wll
per neate every piece of the decision maki ng. How OVB
oper ates, how DCP operates and even if you | ook at
the dynamic that is set up here today, we have this
bi furcati on between | and use and city planning and
econom ¢ devel opnent and that has been, you know,
after 20 years, that has really underm ned this piece
of the econonic devel opment sector. Laura s conments
goi ng back to zoning and the need for really strong
IBZ's, 100% on point. The mayor actually pledged to
do that during the canpaign to require speci al
permts for non-industrial uses, because that would

danpen speculation. That's really up there. How you
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allocate the dollars, I think I would push it to the
non-profit sector. | don’t know that, before I
al | ocated anynore to EDC, though, |I'd want to see

what’s in their reserve and begin to push towards how
nore of that could be self-financed. And | think

you know you asked ne the EB-5 question, the biggest
users of that is the Philadel phia Industrial Economc
Devel opnent Corporation, they |aunched it. So, |
woul d want to see if that’s viable here.

LAURA | MPERI ALI: One nore thing is

chal l enge the city to think about creating a voucher
nodel or sonething like that for industrial tenants,
sonmething simlar to the affordabl e housing nodel. |
know this is a conversation that’s taken place.
don't know if it’s been fully thought out and
devel oped in New York City. | don't knowif it’s
feasible. But |I think there’s a lot that the
i ndustrial conmunity can | earn about the affordable
housi ng novenent, from nmessaging to its prograns.
And again, | reiterate ny point in ny testinony as
that there has to be a perception anong our policy
| eaders that affordabl e housing goes hand in hand
with the industrial sector. [It’s no longer, it

shoul d not be perceived as two separate entities.
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CHAlI RPERSSON GARODNI CK: Thanks to all of
you and thanks to all of the participants in today’s
hearing. It certainly was informative and hel ps us
to think through any reconmendati ons or policy
changes, zoning, budgetary, etc. that we may nake.
As note before, | accept all of the invitations from
anybody who has issued themtoday for visits. These
are inmportant questions for us to be considering.
And with that thanks to the final panel and we are
adj our ned.

[ Gavel ]
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