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          2                 CHAIRPERSON O'DONOVAN: I am Jerome

          3  O'Donovan, Chairman of the Economic Development

          4  Committee.

          5                 Today we will examine the Fiscal 2000

          6  Executive Budget for the Economic Development

          7  Agencies of the City of New York.

          8                 Previously the Economic Development

          9  Committee was unable to effectively address specific

         10  questions about the single biggest item in the

         11  Fiscal 2000 budget, the massive stadium proposal. We

         12  might want to talk about that today.

         13                 The City Council would like to be

         14  reasonably assured that the issues generated by such

         15  an enormous expenditure have been addressed.

         16                 The concern about such an expenditure

         17  does not detract in the least from Council concerns

         18  about the more routine items in the economic

         19  development budget, such as the level of tax levy

         20  support for Neighborhood Commercial Revitalization.

         21                 I would like to welcome the

         22  Administration's Economic Development leadership to

         23  this hearing and will begin with the Economic

         24  Development Corporation President, Charles Millard.

         25                 Mr. President.
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          2                 MR. MILLARD: Thank you, Mr. Chairman.

          3  I can't believe I have forgotten how these

          4  microphones work.

          5                 CHAIRPERSON O'DONOVAN: You forgot

          6  everything that quick?

          7                 Mr. Millard, incidently, for the

          8  record, has taken another position in private

          9  enterprise as of today, and we wish you all well and

         10  God speed to you.

         11                 MR. MILLARD: Thank you. This is I

         12  guess my final, or it might be second to final, I

         13  think we are scheduled for one more testimony in

         14  front of this Committee, and I want to thank you for

         15  the courtesies that you have extended to me in the

         16  past and the fact that while not everything has been

         17  something that we all agree on, it has always been

         18  civil and I think productive discourse in this

         19  Committee, and particularly enjoyable to be with

         20  former colleagues as well.

         21                 I am going to give you a very, very

         22  brief overview of where things stand and then I

         23  would be happy to take, of course, any of your

         24  questions.

         25                 I want to highlight that one of the
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          2  most important things that the EDC has been able to

          3  do over the last couple of years is to first stop

          4  the bleeding. Only a few years ago the City was

          5  hemorrhaging jobs.  In the four years before this

          6  administration came into power the City lost over

          7  300,000 private sector jobs. Just a few months ago

          8  we finally regained all of the jobs that had been

          9  lost in the prior four years, and that is the result

         10  of a number of economic development policies, but I

         11  think frankly the first two pieces of economic

         12  development are infrastructure pieces and they are

         13  crime and quality of life, holding the line on taxes

         14  and welfare, maybe four issues. And those things

         15  have made it possible for the EDC to do its job. In

         16  particular, over the last -- since 1994, the EDC has

         17  retained successfully over 41 major corporations,

         18  that is over 84,000 jobs, and recently we have put

         19  much, much more of these retention packages into new

         20  jobs into growth.

         21                 In fact, during the fiscal year that

         22  we are now in, the average retention deal is 50

         23  percent growth, so instead of just paying to keep

         24  jobs that are already here, we are offering

         25  incentives that people are only allowed to take
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          2  advantage of after they have created new jobs.

          3                 The IDA has quadrupled its activity

          4  in the last four years, and 90 percent of the IDA's

          5  transaction happen in boroughs outside of Manhattan

          6  so when people say that we are only focused on large

          7  corporations or we are only focused on Manhattan,

          8  that is just not true. I think part of the problem

          9  is that companies like Merrill Lynch or Conde Naste

         10  or Reuters or Bear Stearns, everybody has heard of

         11  them, so of course, if you are reporter it is easy

         12  to write the story about Merrill Lynch because the

         13  editor has heard of Merrill Lynch, the readers have

         14  heard of Merrill Lynch, half of the people there

         15  probably bank at Merrill Lynch, so it is an easy

         16  story. And everybody knows where downtown Manhattan

         17  is or Conde Naste, they know where 42nd Street is,

         18  but not everybody knows where Avant Guard is, which

         19  is a joint start-up venture between Kendi Iron Works

         20  and Stealth Windows in East Williamsburg, and we

         21  have done a project with them that will create ten

         22  new jobs and keep 50 jobs in the City. But to

         23  explain that to a reporter, when they say, well, who

         24  cares about Avant Guard, that is our problem, and in

         25  fact, we do, and we have done numerous, numerous
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          2  transactions for smaller companies like that.

          3  American Banana was one of the first vendors in the

          4  Hunt's Point Market and it has outgrown its

          5  warehouse facility and so we were able to help them

          6  to get a new warehouse facility to stay in the

          7  Bronx, to keep an immigrant-owned business

          8  functioning in New York City.

          9                 Also, when we issue bonds, we

         10  frequently issue them on behalf of not-for-profits

         11  or civic facilities, and we have created a new

         12  special needs facilities pool program which has

         13  allowed us to do more aggressive assistance for

         14  groups like A Very Special Place on Staten Island,

         15  New York Community Hospital in Brooklyn,

         16  Comprehensive Management Corporation in the Bronx,

         17  the Lighthouse in Manhattan. We recently did one of

         18  our first health care transactions for Lenox Hill

         19  Hospital, helping them finance the purchase of

         20  equipment. We were able to do that because of the

         21  new powers we were granted about a year ago from the

         22  State Legislature.

         23                 Finally, let me just take a moment to

         24  comment on the efforts of the Giuliani

         25  Administration in Silicon Alley with Internet
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          2  companies.

          3                 A few years ago there was no such

          4  term as Silicon Alley and in 1995, early in the

          5  Giuliani Administration we created a fund called the

          6  Discovery Fund. The fund has now invested in 11 new

          7  Silicon Alley companies. Three of them have gone

          8  public and one of them has filed to do so. It has

          9  been a tremendously successful fund from the

         10  financial perspective and a job creation perspective

         11  which helps keep the eye of the media on Silicon

         12  Alley companies. It has helped make people aware of

         13  the Administration's commitment to the growth in

         14  Silicon Alley and to the creation of another leg on

         15  the table of Economic Development in New York City.

         16                 The Mayor has supported the creation

         17  of two venture capital shows, one here and one in

         18  California, bringing the message of what is

         19  happening in New York across the country. The

         20  Plug-N-Go Program, a pre-wired Internet-ready small

         21  chunks of space has been tremendously successful,

         22  over 200 leases have been signed. That is 200 small

         23  companies with three, four, five employees, maybe

         24  more, who are now in Lower Manhattan, who weren't

         25  here before, creating a 24-hour community and a
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          2  sense of new vitality for an area of the City that

          3  was very moribund only a few years ago.

          4                 So, there has been tremendous

          5  success. I know you have plenty of questions, so we

          6  will leave it at that, and I would be happy to take

          7  your questions.

          8                 CHAIRPERSON O'DONOVAN: Thank you, Mr.

          9  Millard.

         10                 We are joined by Una Clarke from

         11  Brooklyn, Councilwoman. And I saw Councilman Andrew

         12  Eristoff, who just walked out and should be back in

         13  a minute.

         14                 On the Brooklyn Navy Yard, there is a

         15  lot of press and publicity recently on the film

         16  studio project with Mr. Deniro, the Mayor; what is

         17  the status of that? What exactly is planned there?

         18                 MR. MILLARD: That is going to be a

         19  world class studio facility that will rival, if not

         20  exceed, any facility now in the United States or in

         21  the world. It is going to be 12 large sound stages,

         22  Miramax and Tribecca Productions are both planning

         23  to use it. That is probably the key. I mean, there

         24  were a few keys to making this a real deal. The

         25  total cost is going to be about $150 million. The
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          2  City is going to give a very low interest loan of

          3  about $25 million. The rest of it will be privately

          4  funded.

          5                 Studios have a difficult time getting

          6  financed, and you may recall that this project was

          7  semi-announced about a year and a half ago, and a

          8  lot of people say, well, it will never get financed.

          9  Well, there were a couple of problems in the prior

         10  deal. The idea was good and the numbers added up,

         11  but no one wanted to finance it because it is

         12  something like a hotel where people only come and do

         13  whatever they are going to do and when they leave

         14  you can't get a long-term lease to make a movie, and

         15  therefore it is always somewhat speculative to build

         16  a movie studio because you don't know how long the

         17  people are going to stay after this movie, will we

         18  have someone else? Will we have someone else? So,

         19  without a user, a high quality user, nobody would

         20  finance it.

         21                 With Tribecca and Miramax we now have

         22  two very real, very high powered quality users who

         23  have committed to make numerous films at this

         24  location. They are also investors so they have a

         25  stake in seeing it succeed. And with the City's
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          2  ability to help close some of the funding gaps, that

          3  project will now be a reality. We hope to be in the

          4  ground in about a year.

          5                 There are still some issues. We have

          6  a term sheet, we don't have a lease, but it is going

          7  along exactly the way it should be.

          8                 CHAIRPERSON O'DONOVAN: How is our

          9  Astoria Silver Cup film studio doing?

         10                 MR. MILLARD: It is doing great.

         11                 CHAIRPERSON O'DONOVAN: So there is a

         12  need then?

         13                 MR. MILLARD: Absolutely.

         14                 CHAIRPERSON O'DONOVAN: For these

         15  studios.

         16                 MR. MILLARD: Well, there is two

         17  different studios, there is Kaufman Astoria and

         18  there is Silver Cup. Silver Cup is itself actually

         19  expanding. And Silver Cup, although they do some

         20  movies there, it is more of a TV and I think

         21  commercial filming location, and I think they are

         22  building five. They are building new stages, I think

         23  they are building five new stages at Silver Cup, and

         24  Kaufman Astoria, we are assisting them in the

         25  expansion to doing one additional stage at least,
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          2  and they are at capacity as it is.

          3                 CHAIRPERSON O'DONOVAN: Oh, good. So,

          4  there is a need for this.

          5                 MR. MILLARD: Absolutely. And it is

          6  also the kind of project that brings new spending

          7  and new money to New York. This is activity that is

          8  happening somewhere else right now, so when you

          9  bring them here it is all new, they have to purchase

         10  here, they have to hire New York actors, they have

         11  to hire New York prop houses, they have to hire New

         12  York transportation companies, you know, it is going

         13  to be tremendous economic impact for the City.

         14                 We estimate that when it is at full

         15  operation it will provide over $30 million a year in

         16  taxes to the City.

         17                 CHAIRPERSON O'DONOVAN: And are you

         18  familiar with the proposals to do essentially the

         19  same thing but in the TV stations, electronically,

         20  on the piers on the upper east side?

         21                 MR. MILLARD: The piers on the upper

         22  east side?

         23                 CHAIRPERSON O'DONOVAN: West side, I

         24  am sorry. West side.

         25                 MR. MILLARD: Well, there is a project
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          2  that was announced at City Hall by Hudson River

          3  Studios in a building that I think is called the St.

          4  John's Terminal Building, which I think is over

          5  Houston Street, it is in the West Village. And they

          6  are going to do TV there. They have a contract with

          7  Proctor and Gamble to film a certain number of their

          8  soap operas there. But I don't know of one on the

          9  piers.

         10                 There was someone who proposed to us

         11  to do one on piers 92 and 94, but they have not been

         12  selected.

         13                 CHAIRPERSON O'DONOVAN: Okay. All

         14  right.

         15                 On British Airways, does providing

         16  British Airways a tax incentive deal provide them

         17  with a competitive advantage over say an American

         18  airline, trying to get their passengers increased

         19  too?

         20                 MR. MILLARD: No, I think -- the

         21  British Airways passenger terminal is a very, very

         22  good project in and of itself. One of the problems

         23  at JFK is that the terminals there stink, and it is

         24  constantly rated at the bottom of any ranking

         25  airport, and we were able to help British Airways
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          2  finance a new terminal at JFK, via the IDA that is

          3  going to create a couple of hundred new jobs and a

          4  far superior facility for passengers.

          5                 American Airlines also wants to

          6  invest there which is great, so there may be

          7  competition but that is all a good thing.

          8                 CHAIRPERSON O'DONOVAN: Okay. Let me

          9  ask you, and it might be an overwhelming question,

         10  but on all of your projects, how much money do you

         11  -- your revenue source from all of your projects,

         12  how much of that do you see coming into the City?

         13                 MR. MILLARD: I am not sure I

         14  understand the question.

         15                 We have a revenue target each year

         16  for the City, which for the fiscal year that we are

         17  finishing will turn out to be, I mean it is not the

         18  target but in the end it will somewhere in the $15

         19  million range. That is particularly high, because we

         20  were able to renegotiate a lease for the Times

         21  Square Marriot Marquis Hotel. This year we are

         22  obviously not going to be able to do that same deal

         23  again, and our normal number, or what we refer to as

         24  our nut, our usual goal is around $20 million to $22

         25  million and about $17 million of that comes from our
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          2  master contract and about $3 million comes from the

          3  maritime contract from all properties.

          4                 CHAIRPERSON O'DONOVAN: All right. How

          5  many people do you employ now in EDC, staff?

          6                 MR. MILLARD: About 200, 210.

          7                 CHAIRPERSON O'DONOVAN: Do you have a

          8  peg coming up on EDC?

          9                 MR. MILLARD: Well, we provide revenue

         10  to the City, so a peg for us is usually where they

         11  say go get more, as opposed to spend less, and so

         12  sometimes we get pegs and we get told we have to

         13  find a way to generate more revenue.

         14                 CHAIRPERSON O'DONOVAN: All right, the

         15  Brooklyn Sportsplex, where is that now?

         16                 MR. MILLARD: Brooklyn.

         17                 CHAIRPERSON O'DONOVAN: I know you are

         18  a lame duck now. We will let that slide.

         19                 Where is it though? Where is the

         20  review on that?

         21                 MR. MILLARD: Very recently we met

         22  with Peter Kiernan and his group that are in charge

         23  of the attempt to build a Brooklyn sportsplex. They

         24  have a commitment from the City of $30 million from

         25  the Giuliani Administration. They have a commitment
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          2  of I believe $7 million from the Borough President

          3  and a commitment of I believe $30 million from the

          4  State. They recognize that their project probably

          5  costs something more than that, not necessarily way

          6  way more than that, but enough more that they really

          7  need to nail the numbers down. And we have asked

          8  them to show us that they can operate on a cash flow

          9  positive basis, they will not need additional

         10  subsidies from the City in order to operate. They

         11  have recognized that they need to do that, they need

         12  to come up with an operating plan and financial, and

         13  to some extent the ball is currently in their court,

         14  in the sense that they have hired Ogden Corporation

         15  to do an operating plan to try to demonstrate the

         16  fact that either it can be self-sufficient or how to

         17  get there. And if it is not, then what to do about

         18  the gap. So, they are currently undertaking that

         19  study.

         20                 Implicit in your question is the

         21  Coney Island Stadium and I will just take it a step

         22  further and say, I think if you ask the Sportsplex

         23  people, they will tell you that they recognized that

         24  in terms of process, the stadium needs to happen

         25  first.
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          2                 The stadium is certainly at the ready

          3  and can happen and does nothing to stand in the way

          4  of Sportsplex, which the Mayor also supports.

          5                 CHAIRPERSON O'DONOVAN: Okay.

          6                 Recently the Port Authority came out

          7  with a study on the Port of New York, as well as the

          8  possibility of losing perhaps two shipping firms. I

          9  know you are familiar with that. What are we doing

         10  with regard to that. The City Council already put in

         11  resolutions to both Governors of New Jersey and New

         12  York to, you know, retain these two firms and stop

         13  the bureaucracy on it, what is your thought on it

         14  and what have you been doing on it?

         15                 MR. MILLARD: First of all, to lose

         16  Maersk and Sealand would be bad for the region.

         17                 CHAIRPERSON O'DONOVAN: Yes.

         18                 MR. MILLARD: At the same time, the

         19  Governor of New York, Governor Pataki, is absolutely

         20  correct, and I am sure you are not surprised to hear

         21  me say this, given Mayor Giuliani has been saying

         22  this for years, that New York City gets shortchanged

         23  by the Port Authority, and we fully support any

         24  effort to say to the Port Authority you have to

         25  treat New York more fairly.
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          2                 I don't think there is any official

          3  Giuliani Administration position about the dispute,

          4  specifically as it relates to Maersk and Sealand,

          5  but simply that they support the Governor's point

          6  that New York is shortchanged and that has got to

          7  stop, and if that means breaking up the Port

          8  Authority, then that is the way it has got to be,

          9  and the Mayor would be perfectly happy to see the

         10  Port Authority broken up because it basically takes

         11  money out of New York to subsidize projects and

         12  people and passengers in New York.

         13                 A broader point relating to the Port,

         14  you mentioned in the beginning of your question, the

         15  Port Authority has a study out about expansion of

         16  the containerport, and there is some ongoing

         17  discussion that is worth mentioning to this

         18  Committee.

         19                 There is a dispute between the City's

         20  containerport expansion and the Port Authority's

         21  containerport expansion. The Port Authority doesn't

         22  want people to know that, because the Port Authority

         23  wants to focus on the ways in which these things are

         24  similar, because they realize how right the Mayor is

         25  and that they are now on the defensive in having to
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          2  try to prove that they are pro New York, and they

          3  are not pro New York, not in the short term.

          4                 And it is easy to make an argument

          5  that says, hey, for the next ten years we are saying

          6  the exact same thing as you are, therefore we are in

          7  agreement. The real problem comes in the years let's

          8  say seven through ten or seven through twelve,

          9  because we want to build a tunnel, and the Port

         10  Authority, which was created to build a tunnel gives

         11  at best lip service to the idea of a tunnel in its

         12  report. And now the Brooklyn port cannot function

         13  without a tunnel, and the Port Authority, above all,

         14  should be in the business of trying to make sure

         15  that we have the most acreage possible that can be

         16  in the service of an expanded port, because there is

         17  business that we can capture but we will not capture

         18  it if we don't have the acreage available.

         19                 The tunnel, as a concept, can stand

         20  alone. If you never expand the port in Brooklyn, you

         21  know, the tunnel is still a very good thing for New

         22  York. But you could not possibly expand the port in

         23  Brooklyn if you don't have a tunnel. So, here is the

         24  Port Authority saying, well, I have got to expand

         25  the Port in different areas, and I have an option. I
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          2  can in approximately Year '10 but approximately 400

          3  new acres some place. I can put them in New Jersey,

          4  in Bayonne, or I can put them in Brooklyn in Sunset

          5  Park.

          6                 Now, if I put them in Brooklyn in

          7  Sunset Park, I assure the success of the tunnel

          8  which makes it worth building the tunnel in the

          9  first place so we have synergies of tunnel and port.

         10                 If I do it in Bayonne, not only does

         11  Brooklyn not get the containerport jobs, but the

         12  region doesn't get a tunnel. And the Port Authority,

         13  because it is a captive of currently New Jersey

         14  shipping interests, is not interested in the tunnel

         15  because they are afraid that it will create

         16  competition for them.

         17                 CHAIRPERSON O'DONOVAN: Do you have

         18  ongoing studies on this tunnel? Is there any design

         19  funding; what is going on?

         20                 MR. MILLARD: We did a study on the

         21  expansion of the containerport, the Mayor's plan for

         22  the containerport has been made public. Part of it

         23  is in the remarks I just made, and as to the tunnel

         24  we have a major investment study going on. It is

         25  about a two-year study. It is a $4 million study, we
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          2  are about halfway through and the federal

          3  government, if you are going to seek the many, many,

          4  many dozens of millions of dollars we would seek

          5  from the federal government for a project of this

          6  size requires that an MIS be done beforehand, so

          7  that is what we are doing right now.

          8                 CHAIRPERSON O'DONOVAN: Okay.

          9                 On the Staten Island Homeport, when

         10  do you believe the decision will be made on what

         11  projects should go in there?

         12                 MR. MILLARD: Certainly not until

         13  after we have met with you and the local community

         14  board.

         15                 We have a number of bid proposals,

         16  one or two in particular, and as we have discussed

         17  before, I would be happy to sit down with you and

         18  the community board.

         19                 It is a problematic thing to do that,

         20  and the way that we will do that, I should say, is

         21  we probably won't say who the bidders are, although

         22  often you will know through some other source, and

         23  we definitely won't say how much they are offering.

         24  So our question to the community more has to do, or

         25  to you, with how do you see this use, versus this
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          2  use.

          3                 Now, the problem may be, though,

          4  let's say that you think use A is great, and let's

          5  say I think it is great too, and use B is only okay.

          6  But if use B is the only one that is really

          7  financible and use A is attractive but there is no

          8  real money behind it, it becomes, people need to

          9  understand that which use we prefer is not the only

         10  question to ask.

         11                 CHAIRPERSON O'DONOVAN: We understand

         12  that. But I am very happy to hear that you are

         13  prepared to meet with myself and leaders of the

         14  community, not necessarily the community board, but

         15  leaders of the community, civic groups, et cetera,

         16  in a public meeting, but an informational meeting.

         17  And we understand -- it is my understanding that all

         18  they want to do is ask a number of questions on the

         19  three different proposals, and you take that input

         20  in your decision-making process.

         21                 So, thank you, and we will be getting

         22  with you or your staff regarding that meeting.

         23                 Councilman Fisher.

         24                 COUNCIL MEMBER FISHER: Thank you very

         25  much, Mr. Chairman.
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          2                 First of all, Charlie, on a personal

          3  basis I wish you all the best.

          4                 MR. MILLARD: Thank you.

          5                 COUNCIL MEMBER FISHER: Just on, let's

          6  start with the waterfront. The Mitchell Moss study

          7  suggests that perhaps there are better uses for the

          8  Brooklyn waterfront and the Sunset Park Red Hook

          9  area than trying to preserve them for, I guess the

         10  phrase is working waterfront. I was wondering if EDC

         11  had critiqued in any way that study and had any

         12  comments on whether we should be guided by it?

         13                 MR. MILLARD: Well, I guess all I can

         14  say is that the report entitled TunnelVision had

         15  tunnel vision. First of all, it focused only on the

         16  tunnel. Now the tunnel alone, as I said, stands as

         17  an infrastructure project that the City will benefit

         18  from if there is no containerport expansion. That is

         19  a more debatable topic though than the question

         20  whether the tunnel and the port stands together, and

         21  the study that Mitchell Moss did is almost entirely

         22  focused on the tunnel alone in its actual analysis.

         23                 Secondly, it relies on very

         24  out-of-date figures, and an out-of-date study that

         25  we have had ample opportunity to update but they did
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          2  not seek information from us before they did it.

          3                 Finally, they mentioned wanting to

          4  use the Brooklyn Waterfront in order to enhance the

          5  knowledge economy. Now, I would love to see that. If

          6  you were going to tell me that we would actually

          7  have Silicon Alley companies up and down the

          8  Brooklyn waterfront creating jobs of the future,

          9  that would be great. But that is the kind of

         10  planning that has caused problems for municipalities

         11  for years. You can't say, okay, I know what I am

         12  going to do, I am getting all of these businesses

         13  that have shown absolutely no interest in going to a

         14  location like this so far and create an area just

         15  for them. And there is no financial numbers behind

         16  the TunnelVision study.

         17                 And finally, keep in mind that it was

         18  drafted by a person who is a former I believe Deputy

         19  Director of the Port Authority, so it is not

         20  surprising that it would be unfriendly to the

         21  interest of New York.

         22                 COUNCIL MEMBER FISHER: Well, you will

         23  forgive me if I note a certain tyranny because some

         24  of those industries have expressed an interest in

         25  going down into the Red Hook area into Greg
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          2  O'Connell's project, but their plans for expansion

          3  are limited by a concern about the City's

          4  determination to put a waste transfer station

          5  directly behind their property, and not to mention

          6  the fact that I think the Lower Manhattan Plan in

          7  part was created to perform an inducement to bring

          8  the same companies into an area where they had not

          9  been particularly active without the active

         10  marketing.

         11                 MR. MILLARD: Let me comment on that

         12  for a second. I talk to Silicon Alley companies all

         13  the time, and one of the constant topics is the cost

         14  of real estate. And one of my refrains is, well, how

         15  about Brooklyn or Queens? And I am constantly

         16  trying, because I do believe that if one or two of

         17  them went to the right locations, they might become

         18  an anchor to draw more. And I have not yet been able

         19  to find the company who has said, yes, we exist, we

         20  have 25, 35, whatever it is jobs, and, yes, we are

         21  going to go and rent space in Brooklyn.

         22                 Now, I am not saying that there isn't

         23  such a company, I haven't been able to find them

         24  myself when I have been dealing with companies who

         25  complain about real estate.
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          2                 COUNCIL MEMBER FISHER: Well, that

          3  actually leads me to my second question, because one

          4  of the things that I have been hearing lately from

          5  the downtown Brooklyn business community is that the

          6  City hasn't been successful recently in attracting

          7  any new tenants to downtown Brooklyn and one of the

          8  factors that they point to is that because of the

          9  way real estate incentives are currently structured,

         10  that it is now cheaper to get office space in Lower

         11  Manhattan than it is in Downtown Brooklyn. And that

         12  I know from my own experience in talking with people

         13  that space, and you can get space on lower Broadway

         14  for less money than you can get on Court Street.

         15                 MR. MILLARD: If in fact you can get

         16  space in the market for less on Lower Broadway than

         17  you can on Court Street that is just a market place.

         18  That means --

         19                 COUNCIL MEMBER FISHER: That is a

         20  market place --

         21                 MR. MILLARD: -- That Court Street is

         22  a more attractive location.

         23                 COUNCIL MEMBER FISHER: That is a

         24  market place that is created by the City's tax

         25  incentive program, the Lower Manhattan Program that
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          2  we all supported because of a terrible vacancy rate

          3  that they had in Lower Manhattan. That is one of the

          4  successes of the Giuliani Administration was they

          5  said that you could cure the 25 percent vacancy rate

          6  if we create this incentive program.

          7                 MR. MILLARD: I am sorry, it depends

          8  on where you are on lower Broadway. The Downtown

          9  Manhattan Plan only applies to I believe below -- or

         10  around here, it is like below Park Place. When you

         11  said that I was thinking of lower Broadway as near

         12  Canal.

         13                 COUNCIL MEMBER FISHER: I was talking

         14  about, you know, down where my brother's office is

         15  on Whitehall Street, and I know what he is paying

         16  and I know what they charge on 16 Court Street. So,

         17  I guess what I would suggest is that perhaps the

         18  time has come to look at a new, you know, a new kind

         19  of incentive program for -- now that the Lower

         20  Manhattan vacancy crisis has abated to some extent,

         21  maybe the time has come to look at some incentive

         22  programs for the boroughs.

         23                 I have one last comment that I wanted

         24  to make, which is that the film studios for the Navy

         25  Yard, I can't comment on it in any great details. No
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          2  one has briefed me on it, I read about it in the

          3  newspapers. The last time I checked the Navy Yard

          4  was in my district, in fact I think I even have a

          5  representative on the Navy Yard board, no one has

          6  talked to me about that. But what I really wanted to

          7  know was, in structuring the arrangement, what

          8  consideration was given to the impact that that

          9  studio, and assuming it is successful, the spillover

         10  effect that it would have on the existing

         11  manufacturing businesses immediately adjacent to it,

         12  many of which are quite successful, and what impact

         13  it would have on our ability to attract traditional,

         14  what I call traditional manufacturing into the Navy

         15  Yard, particularly in light of the proposed rezoning

         16  of large parts of the adjacent area where the

         17  discussions that I had with the Mayor's Office going

         18  back four years contemplated that buildings were

         19  being proposed for conversion to housing, rather

         20  than losing those jobs, we would be able to move

         21  them into the Navy Yard. So, was any of that

         22  factored into the discussions?

         23                 MR. MILLARD: There is a lot in that

         24  question and I am not sure that I can address quite

         25  all of it. The conversations relating to zoning and
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          2  moving businesses into the Navy Yard is not one that

          3  I have had any experience with.

          4                 But, first, you have a representative

          5  on the Brooklyn Navy Yard Corporation Board for a

          6  reason. That person should know most of what has

          7  been going on because that board had to vote on most

          8  of the steps that have been taken along the way.

          9  Obviously that person is there to be your source of

         10  information.

         11                 COUNCIL MEMBER FISHER: Well, I don't

         12  think that the Board voted on the deal that the

         13  Mayor announced.

         14                 MR. MILLARD: The Board has been

         15  informed throughout. What they voted on or not I

         16  can't say.

         17                 COUNCIL MEMBER FISHER: And I think it

         18  would have probably been irresponsible to disclose

         19  the terms, whatever financial terms may have been

         20  shared with them outside of the Board itself, prior

         21  to the City reaching some understanding.

         22                 MR. MILLARD: I am just saying I am

         23  sure --

         24                 COUNCIL MEMBER FISHER: I don't think

         25  you ought to lay it off on my representative that --
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          2  because my representative was not in the meeting at

          3  Gracie Mansion between Mr. Deniro and the Mayor.

          4                 MR. MILLARD: Right.

          5                 COUNCIL MEMBER FISHER: I don't know

          6  if you were there or not, but I can tell you my

          7  representative was not there.

          8                 MR. MILLARD: Right. But you just

          9  asked to be informed a moment ago, you didn't ask to

         10  be at the meeting at Gracie Mansion. You have a

         11  representative on the Board who learns all about it

         12  for the purpose of telling you. If that doesn't

         13  happen that is not my problem.

         14                 COUNCIL MEMBER FISHER: Let me

         15  understand this. So, you are saying that a member of

         16  the Navy Yard board should have been disclosing

         17  financial information about a proposed deal?

         18                 You know, I knew there were

         19  negotiations going on, that is not a surprise, I

         20  have known about those for a long time. And I am not

         21  even saying that I needed to be included in those

         22  negotiations, I am in the legislative branch, I am

         23  not in the executive branch. All I am saying is once

         24  the deal was announced nobody has taken the time to

         25  explain it to me. That is your business, I don't
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          2  care about that. But my business is wanting to know

          3  whether anybody gave a damn about the impact that it

          4  was going to have on the neighborhood or whether

          5  everybody was so happy that they were going

          6  Hollywood that they didn't really care about the

          7  fact of the jobs that might have been put at risk.

          8                 MR. MILLARD: Right. That is the part

          9  of the question that I think makes sense to talk

         10  about, but I just want to say, I don't think it

         11  makes any sense for you to be unhappy that your

         12  Board representative didn't tell you what your Board

         13  representative had the responsibility to know and

         14  tell you.

         15                 As to the actual issue that you are

         16  raising, I have some good news and some I don't

         17  know. The good news is, one of the very, very key

         18  issues in the course of the negotiations was making

         19  sure that there was enough in lease payments to the

         20  Navy Yard itself to assure its ability to create

         21  enhanced infrastructure to build the roads, the

         22  sewers, the other things that they are going to need

         23  to do over the course of the next few years. So,

         24  that's the good news.

         25                 The other part of your question, I am
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          2  not sure that I can comment on. You mentioned there

          3  were discussions about rezoning and possibly moving

          4  manufacturing businesses into the Navy Yard?

          5                 COUNCIL MEMBER FISHER: There is a

          6  signed memorandum of understanding by the Mayor that

          7  contemplates rezoning 60 blocks adjacent to the Navy

          8  Yard. And certainly, even if that were not the case,

          9  your press release and the newspaper stories

         10  contemplate that the success of this studio will

         11  have spillover effects into the neighborhood. So

         12  those effects may very well be beneficial, we have

         13  seen that around Kaufman and around Silver Cup, but

         14  it is certainly going to change the dynamic in an

         15  area where most of the industrial properties are

         16  currently being used.

         17                 So, you know, if what we are going to

         18  wind up doing is we are introducing a new element

         19  into the area, that may very well be a good thing on

         20  balance. I don't have an opinion on that yet. But

         21  the question is, did anybody even think about what

         22  would happen if the plan is successful? What does it

         23  mean for the businesses around there? Should they be

         24  planning on expanding, or should they be planning on

         25  having a workforce, should they be planning on

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            33

          1  ECONOMIC DEVELOPMENT CORPORATION

          2  investing in their neighborhood, or should they just

          3  decide that one day they are going to be subsumed

          4  into Hollywoodees and therefore they might as well

          5  not bother and start planning to move into New

          6  Jersey tomorrow.

          7                 MR. MILLARD: I don't think there is

          8  any reason to think that people are going to have to

          9  be displaced because of this. The Navy Yard project,

         10  this studio project is not going to displace

         11  anybody. They are going into buildings that are

         12  currently entirely vacant.

         13                 If there is competition for space

         14  over time because somebody comes along and says,

         15  well, gee, I would like to bring my business with my

         16  jobs to the location near the Brooklyn Navy Yard

         17  studio, and someone else says, but I would like to

         18  bring my business with my jobs to that location, and

         19  they compete for space, there is nothing that I can

         20  do about that. That is a good thing, it means we are

         21  increasing values in that area. There could well be

         22  some competition for space in the future, I can't

         23  tell you that for sure.

         24                 Let me just go on for a second. I

         25  told you about the lease and the specific concerns
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          2  for the Brooklyn Navy Yard Corporation's ability to

          3  make sure that there is enough infrastructure

          4  improvements for everybody. Beyond that you have

          5  asked a question that I am trying not to deflect but

          6  I have to hear and say it is somewhat more properly

          7  addressed to the Brooklyn Navy Yard Corporation.

          8  EDC's role here was in the financial deal to make

          9  this a possibility much more so than it was, and

         10  that is why I don't know about the zoning issue that

         11  you mentioned. We have been much more involved in

         12  the financial aspects and the numbers.

         13                 COUNCIL MEMBER FISHER: Can I have a

         14  copy of the deal?

         15                 MR. MILLARD: I have to check on that.

         16  I will find out whether we can give it to you.

         17                 COUNCIL MEMBER FISHER: Well, does the

         18  Navy Yard Board have the deal?

         19                 MR. MILLARD: I don't know what they

         20  have. I know they have been informed all along, I

         21  don't know what documents are there.

         22                 COUNCIL MEMBER FISHER: Well, either

         23  they have the deal in which case I can get it from

         24  my representative, as you have now directed.

         25                 MR. MILLARD: Right.
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          2                 COUNCIL MEMBER FISHER: Or they don't

          3  have the deal, in which case obviously my

          4  representative couldn't brief me on.

          5                 MR. MILLARD: Well, obviously,

          6  whatever information the Board has had, you are

          7  fully entitled to.

          8                 COUNCIL MEMBER FISHER: Well, now

          9  there is a deal.

         10                 MR. MILLARD: Right.

         11                 COUNCIL MEMBER FISHER: Is there a

         12  signed deal?

         13                 MR. MILLARD: There is a fully

         14  negotiated term sheet that has been signed by some

         15  of the parties.

         16                 COUNCIL MEMBER FISHER: And is the

         17  City of New York a party to that deal sheet?

         18                 MR. MILLARD: Yes.

         19                 COUNCIL MEMBER FISHER: So, I am now

         20  requesting it.

         21                 MR. MILLARD: Okay, I can't answer you

         22  now. Let me find out about that.

         23                 COUNCIL MEMBER FISHER: Okay. Thank

         24  you.

         25                 CHAIRPERSON O'DONOVAN: Thank you,
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          2  Councilman.

          3                 Councilwoman Clarke.

          4                 COUNCIL MEMBER CLARKE: Thank you, Mr.

          5  Chairman.

          6                 Mr. President, I understand that

          7  there is good news/bad news, and maybe better news.

          8                 MR. MILLARD: I appreciate putting it

          9  that way, as long as we both know which part is good

         10  and which part is bad.

         11                 COUNCIL MEMBER CLARKE: I just want to

         12  ask, are you preparing for us to have debates again

         13  in 2000?

         14                 MR. MILLARD: No, I don't think so.

         15                 COUNCIL MEMBER CLARKE: Because I

         16  enjoyed the debates we had previously, you know, and

         17  I have been sharpening my wits for you, so is that

         18  the news?

         19                 MR. MILLARD: That's the news.

         20                 COUNCIL MEMBER CLARKE: Okay.

         21                 Anyway, let me congratulate you and

         22  wish you well on whatever you do from now on.

         23                 MR. MILLARD: Thank you very much.

         24                 COUNCIL MEMBER CLARKE: And hope that

         25  our paths will cross again.
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          2                 MR. MILLARD: I am sure they will.

          3  Thank you.

          4                 COUNCIL MEMBER CLARKE: But I wanted

          5  to ask, I have some confusion -- first of all, let

          6  me thank you and especially Michael Carey on my

          7  Magic Johnson Theater, and let you know that we

          8  think that there are even more good things to come

          9  to the 40th District working together. But that

         10  brings me to the bad news of my Vendor's Market, for

         11  which your agency holds the capital dollars, and

         12  rather than, I think the project has been having a

         13  constipation because by now it should have been

         14  finished, and so I want to know why a project that

         15  should have cost $150,000 to begin with is now up to

         16  almost a million bucks.

         17                 MR. MILLARD: Well, there was one

         18  issue that I recall which relates to it having to go

         19  through ULURP, which I think at one point it didn't,

         20  and then it did --

         21                 COUNCIL MEMBER CLARKE: All of that

         22  went through, all of that is fine, and --

         23                 MR. MILLARD: I think that increased

         24  some of the time and cost. Give me one second,

         25  please.
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          2                 COUNCIL MEMBER CLARKE: Yes.

          3                 MR. MILLARD: There are a couple of

          4  other issues. As you know --

          5                 COUNCIL MEMBER CLARKE: I know some of

          6  those issues.

          7                 MR. MILLARD: You and your office have

          8  asked for some changes in the plan. It is not the

          9  exact plan that we started with. That is one of the

         10  primary reasons that it has become more expensive.

         11  And we actually would like a chance to meet with

         12  you, and I think we have been seeking one, because

         13  we also need to figure out, you obviously have a lot

         14  of capital budget money and capital budget

         15  priorities --

         16                 COUNCIL MEMBER CLARKE: I think this

         17  is what is attracting everybody is the money I have

         18  over there --

         19                 MR. MILLARD: Let me just finish the

         20  answer.

         21                 COUNCIL MEMBER CLARKE: -- It is for

         22  other projects, not this one.

         23                 MR. MILLARD: Okay, but we need to

         24  know for sure which money, which year, which amount

         25  you have actually committed to this. So, I think
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          2  what we really need to do is sit down and hash it

          3  out.

          4                 But to answer your question about why

          5  it costs more, it is primarily because of the

          6  changes in the program.

          7                 COUNCIL MEMBER CLARKE: Does that mean

          8  I am asking for more so it has to cost more? Is that

          9  what it is?

         10                 MR. MILLARD: Yes. Change in scope.

         11                 COUNCIL MEMBER CLARKE: Or am I paying

         12  a lot of money for a tent?

         13                 MR. MILLARD: No, it is more than a

         14  tent, because I think the scope has changed.

         15                 COUNCIL MEMBER CLARKE: Okay. All

         16  right, fine, I will just do a meeting. I will just

         17  do a meeting.

         18                 MR. MILLARD: Okay.

         19                 COUNCIL MEMBER CLARKE: And, again,

         20  let me wish you well.

         21                 MR. MILLARD: Well, thank you.

         22                 COUNCIL MEMBER CLARKE: And thank you

         23  for the areas of cooperation that we have had, and I

         24  know that you can only continue to do well, and hope

         25  I get to debate you again, because I look forward to
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          2  those debates.

          3                 MR. MILLARD: And thank you for your

          4  kind remarks about the Magic Johnson Theater, that

          5  is a great project.

          6                 CHAIRPERSON O'DONOVAN: Thank you,

          7  Councilwoman.

          8                 This hearing is adjourned, and our

          9  next hearing will be DBS.

         10                 (Hearing concluded at 1:15 p.m.)
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