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INTRODUCTION

On June 14, 2010, the Committee on Transportation, chaired by Council Member James Vacca, and the Committee on Small Business, chaired by Council Member Diana Reyna, will hold a joint hearing on the construction of the Second Avenue Subway.  This hearing will examine the progress of the work being done on 2nd Avenue, and how the construction has affected both residents and businesses along 2nd Avenue.  The Committees have invited the following to testify: President Thomas Prendergast, New York City Transit; Commissioner Robert Walsh, New York City Department of Small Business Services; Ms. Jackie Ludorf, Chairperson of Manhattan Community Board 8, representatives of local business, including the Chamber of Commerce; civic associations; and transportation advocates.

BACKGROUND

The Metropolitan Transportation Authority’s (“M.T.A.”) Lexington Avenue subway line (4, 5 and 6 trains) is one of the busiest subway lines in the city, carrying 1.3 million passengers per day.  More passengers use the Lexington Avenue subway than the combined ridership of the Chicago, San Francisco and Boston transit systems.
  Since the Lexington Avenue Line is the only subway on the East Side, residents have to deal with overcrowding, poor service and long travel times to the nearest station.
  Proposals to build a north-south subway line along 2nd Avenue date back to 1929, preceding the demolition of the 2nd Avenue and 3rd Avenue elevated trains in Manhattan.  During the 1960s, construction began on several tunnel segments, for a proposed a two-track subway line from the Bronx to Lower Manhattan.  However, construction was suspended in the 1970s due to the city’s financial crisis.

The current 2nd Avenue Subway project began in 1995 when the M.T.A. conducted the Manhattan East Side Alternative Study, which looked into several different options to reduce overcrowding on the Lexington Avenue Line.  In 2001 the M.T.A. began work on a Supplemental Draft Environmental Impact Statement for a full-length 2nd Avenue subway, which would run from 125th Street and Lexington Avenue to Hanover Square in Lower Manhattan, and be built in four phases.  In April of 2004 the Federal Transit Administration (“F.T.A.”) approved the publishing of the Final Environmental Impact Statement and by that December the Preliminary Engineering Survey for all four phases was completed.  The F.T.A. authorized the M.T.A. to begin final design of Phase One of the project in April of 2006.  

On December 19, 2006 the F.T.A. approved an initial $693 million in funding, which was part of a full funding agreement, committing the Federal government to pay a specific amount for the project.
  In March 2007, the first construction contract for Phase One of the 2nd Avenue subway was awarded and official groundbreaking ceremony for Phase One took place on April 12, 2007. 
  On November 19, 2007 the M.T.A. was able to finalize a full funding agreement with the F.T.A. for a total of $1.3 billion dollar grant towards the construction of Phase One of the project.
  

When completed, Phase One of the 2nd Avenue subway would be an extension of the Q train and run from 103rd street to 62nd street, with three station stops along 2nd Avenue at 72nd, 86th and 96th Streets, and another station stop at 63rd Street and Lexington Avenue, allowing riders to connect to the West Side of Manhattan and the F train to Queens.  Phase Two of the project would extend service from 96th Street to 125th Street.  Phase Three would then go from 72nd Street to Houston Street.  Finally, Phase Four would extend service from Houston Street to Hanover Square in Lower Manhattan.

COST OVERUNS AND PROJECT DELAYS

The M.T.A. originally estimated that the cost of Phase One of the 2nd Avenue subway would be $3.8 billion dollars.
  However, because of higher than estimated real estate costs, geo-technical issues, design and construction management issues and procurement delays, the expected cost of the project rose to $4.451 billion.
  The funding for the project is split between the $1.3 billion provided by the Federal Transit Administration, the $450 million provided by New York State Transportation Bond Act provided and the M.T.A., which pays for the remaining $2.7 billion.

Since 2005, the M.T.A. has pushed back the expected completion date of Phase One four times.  When New York City voters approved the New York State Transportation Bond Act in November of 2005, former M.T.A. Chairman Peter Kalikow said that the expected completion date for Phase One of the 2nd avenue subway would be 2012.
  In an April 2007 press release, announcing the groundbreaking of Phase One of the project, the M.T.A. stated that operation would be completed by 2013.
  However, in November of 2007, when the MTA announced that the F.T.A. would guarantee the $1.3 billion in federal funding, the completion date was changed to 2014.
  In February of 2008, the MTA revealed its proposed 2008-2013 capital plan where it pushed back the start date of the 2nd Avenue subway to 2015.
  The completion date was revised once more time in 2008, when the M.T.A.’s 2010-2014 Proposed Capital Budget, mentioned the completion of Phase One was now scheduled for December of 2016.
  

IMPACT ON SMALL BUSINESSES


Many small businesses located near the construction of the 2nd Avenue subway line have been affected by the project.  Business owners cite blocked traffic and parking lanes, concentrated noise and dust, utility work, and construction scaffolding as several factors that have negatively impacted their operations.
  Many business owners in the area have reported a substantial loss of revenue beyond what was expected during the current economic downturn due to these disruptions.
  Specifically, a recent survey showed that 90% of businesses in the corridor of construction have been “negatively impacted,” and that one third of the businesses in the area may be forced to close before construction is completed.
  At least seven businesses located between 90th and 96th Streets, where construction was intensive, have already closed.


According to the M.T.A., utility work was coordinated with all building owners to minimize its impact.
  While several businesses have reported structural damage from broken pipes, the M.T.A. has stated that businesses experiencing construction-related damages will be compensated.
  The agency has also enacted initiatives to mitigate the impact to businesses, such as publishing an advanced schedule of construction to nearby businesses owners, alternating them to construction on opposite sides of the street, and beginning the “Shop Second Avenue” campaign, which encourages people to visit affected retailers or to order their products and services via phone.
  In addition, the MTA has also provided assistance to affected businesses, by paying for scaffolding signs that remind residents that the stores are still open for business.

Pending, at the state level, Assemblymember Jonathan Bing has sponsored legislation that would offer grants to businesses that had suffered as a result of the construction.
  Bing’s legislation would provide matching funds for capital improvements and marketing costs to bring back customers, as well as for payroll, rent, and business counseling assistance to keep existing businesses open through the completion of the current phase of construction.
  Bing’s legislation has been approved by the Assembly, and now moves on to the State Senate for review.

RELOCATION OF RESIDENTS

Due to the construction, the M.T.A. plans to evict residents in apartments on or near 2nd Avenue, because some buildings will be demolished to make way for subway station entrances or other infrastructure needs.  The M.T.A. plans to purchase and bulldoze six buildings, which will displace an estimated four hundred residents, in order to construct a subway station at 72nd Street and 2nd Avenue.
  The tenants were first informed of these plans back in 2004, but did not believe that work on the project would take place.
  Federal law requires that the transit agency find replacement housing deemed “comparable,” meaning the replacement is either in the same neighborhood or in a nearby one, and must be of similar price and size to the original.
  In addition, the agency must provide residents $5,250 in subsidies over a forty-two month period.
  

However, many residents are concerned that these subsides may not be enough, because many of these apartments are rent stabilized, making it difficult to find comparably priced apartments.
   Some residents, whom the M.T.A. plans to evict, filed suit in Manhattan Supreme Court alleging that the M.T.A. had not been living up to its responsibilities in providing assistance to tenants.
  In September of 2009, Justice Walter B. Tolub ruled that before the M.T.A. could begin evictions, the agency had to provide written details about how it planned to assist tenants with relocation.
  

Additionally, the M.T.A. plans to temporarily relocate other Upper East Side residents from their apartments, into temporary housing.  According to the M.T.A., a survey found 18 buildings that needed to be reinforced, in order to prevent damage from underground tunnel blasting.
  Furthermore, residents of six buildings between 94th and 96th streets will be required to move out for one or two months, while reinforcement of their buildings takes place.
  The M.T.A. expects the overall cost of the relocations to fall between $6 million to $8 million, which is double the amount originally estimated by the agency.

CONCLUSION


The building of the 2nd Avenue Subway is well under way.  Phase One of the 2nd Avenue Subway will run for 1.7 miles from 96th Street to 63rd Street and is scheduled to be completed by 2016.  The M.T.A. expects this phase of the project to carry 213,000 passengers daily, which will alleviate overcrowding on the Lexington Avenue subway line (4, 5, and 6 trains), by connecting commuters from the Upper East Side to Midtown.  Currently Phase One is budgeted to cost $4.451 billion, with $1.3 billion of funding provided by the Federal Transit Authority.  This hearing will examine the progress of the 2nd Avenue Subway, the negative effects of the construction on local businesses, and the M.T.A.’s plans to relocate residents being evicted from their apartments.
� Unless otherwise noted, all information from this section was retrieved from http://www.mta.info/capconstr/sas/on June 11, 2010. 


�  Metropolitan Transportation Authority, “Proposed 2010-2014 Capital Program Overview”, pp.81-84, available at � HYPERLINK "http://www.mta.info/news/pdf/cap10/capital_program.pdf" ��http://www.mta.info/news/pdf/cap10/capital_program.pdf�. 


� Ibid.


� William Neuman, New York Times, “Long Planned, Transit Project Gets U.S. Help”, December 19, 2006, available at � HYPERLINK "http://www.nytimes.com/2006/12/19/nyregion/19transit.html?_r=2" ��http://www.nytimes.com/2006/12/19/nyregion/19transit.html?_r=2�. 


� William Neuman, New York Times, “Costs Expand for Digging of New Subway, March 20, 2007, available at � HYPERLINK "http://www.nytimes.com/2007/03/20/nyregion/20transit.html" ��http://www.nytimes.com/2007/03/20/nyregion/20transit.html�. 


� Metropolitian Transportation Authority – Press Release, “Governor Spitzer and FTA Administrator James Simpson Announce Federal Funding Guarantee For Second Avenue Subway's First Phase”, available at � HYPERLINK "http://www.mta.info/mta/news/releases/?agency=hq&en=071119-NYS" ��http://www.mta.info/mta/news/releases/?agency=hq&en=071119-NYS�.


� Sewall Chan, New York Times, “The Bond Passed. Now Comes the Hard Part: Actually Building a 2nd Avenue Subway”, November 14, 2005, available at � HYPERLINK "http://query.nytimes.com/gst/fullpage.html?res=9C04E2DF103EF937A25752C1A9639C8B63&sec=&spon=&pagewanted=print" ��http://query.nytimes.com/gst/fullpage.html?res=9C04E2DF103EF937A25752C1A9639C8B63&sec=&spon=&pagewanted=print�.


� Metropolitian Transportation Authority, “Proposed 2010-2014 Capital Program Overview”, p.80, available at � HYPERLINK "http://www.mta.info/news/pdf/cap10/capital_program.pdf" ��http://www.mta.info/news/pdf/cap10/capital_program.pdf�. 


� Metro Briefing, New York Times, “Federal Money For Subway”, September 26, 2007, available at � HYPERLINK "http://query.nytimes.com/gst/fullpage.html?res=9E00E0D71130F935A1575AC0A9619C8B63&scp=6&sq=second%20avenue%20subway%20federal%20funding&st=cse" ��http://query.nytimes.com/gst/fullpage.html?res=9E00E0D71130F935A1575AC0A9619C8B63&scp=6&sq=second%20avenue%20subway%20federal%20funding&st=cse�. 


� Sewall Chan, New York Times, “The Bond Passed. Now Comes the Hard Part: Actually Building a 2nd Avenue Subway”, November 14, 2005, available at � HYPERLINK "http://query.nytimes.com/gst/fullpage.html?res=9C04E2DF103EF937A25752C1A9639C8B63&sec=&spon=&pagewanted=print" ��http://query.nytimes.com/gst/fullpage.html?res=9C04E2DF103EF937A25752C1A9639C8B63&sec=&spon=&pagewanted=print�. 


� Metropolitian Transportation Authority – Press Release, “Second Avenue Subway Breaks Ground”, available at � HYPERLINK "http://www.mta.info/mta/news/releases/?agency=hq&en=070412-HQ21" ��http://www.mta.info/mta/news/releases/?agency=hq&en=070412-HQ21�.


� Metropolitian Transportation Authority – Press Release, “Governor Spitzer and FTA Administrator James Simpson Announce Federal Funding Guarantee For Second Avenue Subway's First Phase”, available at � HYPERLINK "http://www.mta.info/mta/news/releases/?agency=hq&en=071119-NYS" ��http://www.mta.info/mta/news/releases/?agency=hq&en=071119-NYS�.


� Metropolitan Transportation Authority, “Proposed 2008-2013 Capital Program”, p.135, available at � HYPERLINK "http://www.mta.info/mta/budget/pdf/2008-2013%20Capital%20Plan.pdf" ��http://www.mta.info/mta/budget/pdf/2008-2013%20Capital%20Plan.pdf�. 


� Metropolitian Transportation Authority, “Proposed 2010-2014 Capital Program”, p.83, available at � HYPERLINK "http://www.mta.info/news/pdf/cap10/capital_program.pdf" ��http://www.mta.info/news/pdf/cap10/capital_program.pdf�.


� Kira Bindrim, Crain’s New York Business, “Subway construction derails 2nd Avenue”, Jan. 25, 2009, available at http://www.crainsnewyork.com/article/20090125/SMALLBIZ/301259975.


� Diana Hubert, Epoch Times, “Businesses Along Second Avenue Subway Continue to Struggle”, Aug. 19, 2009, available at � HYPERLINK "http://www.theepochtimes.com/n2/content/view/21233/" ��http://www.theepochtimes.com/n2/content/view/21233/�. 


� Id.


� Supra note 1.


� Heather Haddon, “Businesses: Second Avenue Subway work has caused damage, power loss”, Dec. 7, 2009, available at � HYPERLINK "http://www.amny.com/urbanite-1.812039/businesses-second-avenue-subway-work-has-caused-damage-power-loss-1.1641978" ��http://www.amny.com/urbanite-1.812039/businesses-second-avenue-subway-work-has-caused-damage-power-loss-1.1641978� 


� Id.


� Supra note 1.


� David Seifman and Tom Namako, New York Post, “Mike Takes Big Dig at 2nd Ave. Subway”, February 20, 2009, available at � HYPERLINK "http://www.nypost.com/p/news/regional/item_k3qKxwLwKNmnWe7zklCrxJ;jsessionid=12C9355457306DEE0D5204BFB7CA7C5E" ��http://www.nypost.com/p/news/regional/item_k3qKxwLwKNmnWe7zklCrxJ;jsessionid=12C9355457306DEE0D5204BFB7CA7C5E�. 


� Assemblymember Johnathan L. Bing, “Bing Bill to Assist Struggling Second Avenue Businesses Passes Assembly”, Mar. 10, 2010, available at � HYPERLINK "http://assembly.state.ny.us/mem/?ad=073&sh=story&story=36303" ��http://assembly.state.ny.us/mem/?ad=073&sh=story&story=36303�. 


� Id.


� Id.


� Tamer El-Ghobashy, New York Daily News, “Railroaded From Their Homes?”, April 8, 2007, available at � HYPERLINK "http://www.nydailynews.com/news/2007/04/08/2007-04-08_railroaded_from_their_homes-3.html" ��http://www.nydailynews.com/news/2007/04/08/2007-04-08_railroaded_from_their_homes-3.html�. 


� Ibid.


� Michael M. Gynbaum, New York Times, “Tenants Evicted by the M.T.A. Ask: Move Where?”, September 8, 2009, available at � HYPERLINK "http://www.nytimes.com/2009/09/08/nyregion/08mta.html?pagewanted=all" ��http://www.nytimes.com/2009/09/08/nyregion/08mta.html?pagewanted=all�. 


� Ibid.


� Ibid.


� Michael M. Gynbaum, New York Times – City Room Blog, “Judge Wants Details of M.T.A.’s Tenant Relocation Plan”, September 14, 2009, available at � HYPERLINK "http://cityroom.blogs.nytimes.com/2009/09/14/judge-wants-details-of-mtas-tenant-relocation-plan/?pagemode=print" ��http://cityroom.blogs.nytimes.com/2009/09/14/judge-wants-details-of-mtas-tenant-relocation-plan/?pagemode=print�. 


� Ibid.


� Nikki Dowling and Oren Yaniv, New York Daily News, “MTA’s Construction of 2nd Ave. Subway Forcing New Yorkers From Six Buildings to Move Out”, March 23, 2010, available at � HYPERLINK "http://www.nydailynews.com/ny_local/2010/03/23/2010-03-23_theyll_make_tracks_2nd_ave_tunneling_forces_temporary_move_for_residents.html" ��http://www.nydailynews.com/ny_local/2010/03/23/2010-03-23_theyll_make_tracks_2nd_ave_tunneling_forces_temporary_move_for_residents.html�. 


� Ibid.


� Rebecca Harshbarger and Tom Namako, New York Post,  “2nd Ave Subway Dig Sends Tenants Packin’”, March 24, 2010, available at � HYPERLINK "http://www.nypost.com/f/print/news/local/nd_ave_subway_dig_sends_tenants_VTIInl6CvndR8RyOZZcGUN" ��http://www.nypost.com/f/print/news/local/nd_ave_subway_dig_sends_tenants_VTIInl6CvndR8RyOZZcGUN�. 





PAGE  
8

