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I
Introduction

On April 21, 2009, the Committee on Economic Development, chaired by Council Member Thomas White Jr., will hold a hearing on Preconsidered Res. No. _____, a Resolution supporting New York City’s application for funding for capital projects under the Restore New York Community Initiative pursuant to the New York State Urban Development Act, for Arverne East, in the borough of Queens, and Bush Terminal, in the borough of Brooklyn.  (Preconsidered Res. No.____ is annexed).  

II
Background  


The Restore New York’s Communities Initiative (Restore New York), pursuant to the New York State Urban Development Act, encourages economic development and neighborhood growth by providing municipalities with financial assistance for revitalization of commercial and residential properties. The Empire State Development Corporation (ESDC) is the entity responsible for implementing this grant program.  Cities, towns and villages across the State will be able to compete for funding to aid in the demolition, deconstruction, rehabilitation and/or reconstruction of vacant, abandoned, condemned and surplus properties. 

Restore New York places a strong emphasis on projects in economically distressed communities.  Applications for Round 3 financing under the Restore New York program are due May 4, 2009.  In Round 3 the City of New York is eligible to submit two project proposals with a funding request of up to $10 million each.

II
Arverne East  


One of the projects the City of New York is submitting for funding through Restore New York is located in the Arverne Urban Renewal Area (URA) in Queens Community Board 14.  The Department of Housing Preservation and Development (HPD) is redeveloping portions of the Arverne URA located in the Rockaway Peninsula in Queens.  

Once used as a beach resort for the affluent, the Victorian mansions at Arverne were replaced with bungalows that were accessible to the middle class in the 1930’s and 1940’s.  As the bungalows’ appeal declined, so did the environs, and the City eventually declared 308 acres of Arverne an Urban Renewal Area (URA).  Although designated an URA in 1964 and cleared by the City in 1971, the vast majority of Arverne remains undeveloped.    

The eastern section of the Arverne URA, bordered to the south by the Atlantic Ocean, currently consists of predominantly overgrown land with remnants of the former bungalow community.  This swath of land is arguably one of the most underutilized brownfields in the City’s inventory.  Several past project proposals have failed to come to fruition, resulting in lost opportunity, instability, and economic distress for the surrounding areas.

The 2000 Census showed that for CB 14, the individual poverty rate of 19.14% was more than 130% of the state average, with an unemployment rate of 13.17%.  Additionally, in 2007 one third of the CB 14 population received some form of income support (e.g.; Medicaid, Supplemental Security Income).  The project site is also located within the Far Rockaway Empire Zone, on Block 15859, Lot 1; Block 15860, Lot 1; and Block 15861, Lot 1 on the south side of Edgemere Avenue between Beach 32nd and Beach 34th Street. 

The City of New York is seeking funding for infrastructure, site work and the reconstruction of 103 2-family homes, each with an owner-occupied unit and a rental unit, as part of Arverne East Phase 1A, which has a total project budget of $58 million.  Construction of these first 206 dwelling units is expected to begin in fiscal year 2010.  The developers are applying for New York State Affordable Housing Corporation (AHC) funds and will secure private bank financing with a commitment of $9 million of equity (partially deferred) to the project. 

Once completed, the homes will be offered through a lottery process to individuals/families in accordance with the New York State Affordable Housing Corporation (AHC) income restrictions and a Homeowners Association will be formed.  The developers will receive a fixed-fee for developing the project in accordance with AHC and HPD requirements. A land lien and any city, state or other subsidy will be subordinated into an enforcement note and mortgage.  Should the purchaser choose to sell or refinance within fifteen years, certain recapture/repayment restrictions would apply to the subordinate lien.  In the first five years, the lien remains constant, and 100% of the profit or cash out of a refinancing goes towards paying off the lien.  During years 6 through 15, the lien payment requirement decreases by 10% each year until it evaporates in year 15.


All environmental reviews necessary, including the Final Environmental Impact Statement, CEQR, and SHPO have all been completed.  A preference toward utilizing Minority-and Women-owned businesses and local hiring will be given.  


The project is part of a larger system of development, known as Arverne East, which consists of approximately 81.5 acres of land located between Beach 32nd and Beach 44th Streets.  The Arverne East development advances the objectives of the local revitalization plan by restoring a portion of Arverne from Brownfield back into a vibrant beachfront community. As a critical component of the Mayor's New Housing Marketplace Plan, Arverne East will provide up to 1600 new dwelling units – most of which will be quality affordable housing.  Arverne East will have up to 400,000 square feet of commercial space - including shops, restaurants, a supermarket, and entertainment opportunities.  Retail users will be served by the two transit stations on site, as well as approximately 1000 public parking spaces. In addition to bringing retail opportunities to a community that has long been underserved, the commercial component will create approximately 2000 permanent jobs. The proposed vibrant, mixed-use neighborhood will also include a variety of community parks, community facilities, and a 35-acre beachfront preserve.  

III
Bush Terminal  


The Bush Terminal Campus (the Campus) is located in Sunset Park, Brooklyn and is bounded by 41st Street, First Avenue, 52nd Street and the Gowanus Bay. It is part of an urban neighborhood with high economic stress.  The Campus has played a role as a sanctuary for industrial businesses that have been forced out of higher priced locations such as Manhattan, Queens and other parts of Brooklyn.  In addition, the Campus falls within several Federal, State and Local special zones that make it eligible for a variety of financial incentives. The Campus is a New York State Brownfield Opportunity Area and is located in a New York State Empire Zone, as well as a Federal New Market Tax Credit eligible area, and is part of the local South West Brooklyn Industrial Business Zone.

Since 2001 New York City Economic Development Corporation has directly managed the 10 properties totaling 1.2 million square feet on 32 acres of land. These properties support over 400 industrial-related jobs currently.  The campus and buildings need significant investment in order to continue operating in the medium and long-term.  Current rent levels are quite low. Operating expenses are artificially high as a result of deferred maintenance resulting from the prior operator’s lack of upkeep of these assets.  


One of the City’s key strategies at Bush Terminal is to provide modern industrial space that businesses need to be competitive in New York City.  Buildings 39/40 and 45 are largely obsolete industrial buildings totaling 37,100 square feet.  They are situated on a 130,000 square foot site (the Site) in the center of the Bush Terminal campus. The Site is zoned to accommodate 260,000 square feet of light industrial space which provides for an opportunity to bring a new modern industrial building to the campus.  

Interest in the Site has been expressed by several large industrial owners/operators. The New York City Economic Development Corporation (EDC) is seeking $10 million to demolish the existing underutilized buildings and contribute to the redevelopment of a new modern industrial building. These funds will be put toward the demolition of existing buildings, asbestos removal, and upgrades of power, water and sewer infrastructure and construction of the new building.  The infrastructure upgrades are particularly critical to attract private industry to the site. Providing new development opportunities will further increase job density in the campus and foster growth of certain businesses that might have moved out of New York City due to unsuitable industrial real estate stock. 

IV
Conclusion  


The Committee will consider Preconsidered Res. No. ___, a Resolution supporting New York City’s application for funding for capital projects under the Restore New York Community Initiative pursuant to the New York State Urban Development Act, for Arverne East, in the borough of Queens, and Bush Terminal, in the borough of Brooklyn.  
Preconsidered Res. No. 

A Resolution supporting New York City’s application for funding for capital projects under the Restore New York Community Initiative pursuant to the New York State Urban Development Act, for Arverne East, in the borough of Queens, and Bush Terminal, in the borough of Brooklyn. 

..Title..Body

By Council Member White, Jr, Gonzalez, and Sanders, Jr.


Whereas, The 2006-07 New York State Budget enacted the Restore New York’s Communities Initiative (Restore NY), which is implemented by the New York State Empire State Development Corporation (ESDC) and intended to provide funding for capital projects under the New York State Urban Development Corporation Act; and


Whereas, Under Round 3 of Restore NY funding, New York City is permitted to submit applications for the funding of two capital projects, receiving up to $10 million per project; and


Whereas, New York City has submitted a notice of intent to apply to ESDC for funding Arverne East, in the borough of Queens, and Bush Terminal, in the borough of Brooklyn; and


Whereas, $10 million is being sought by New York City  in connection with the site for infrastructure, site work and reconstruction of 103 2-family homes, each with an owner-occupied unit and a rental unit, as part of Arverne East Phase 1A; and


Whereas, Arverne East Phase 1A is located on portions of Blocks 15859, 15860, and 15861, located on the Rockaway Peninsula, in Queens; and


Whereas, Arverne East Phase 1A will be developed within and in accordance with the Arverne Urban Area/Plan (URA/URP) and is located in a New York State Empire Zone; and


Whereas, The first 206 dwelling units are expected to begin construction in fiscal year 2010; and


Whereas, Arverne East Phase 1A has a total projected budget of $55 million, and the developers, Arverne East (a joint-venture), are applying for Affordable Housing Corporation Funds, and will secure private bank financing, and will commit owner equity to the project; and


Whereas, Once completed, the homes will be offered through a lottery process to individuals and families as affordable in accordance with the New York State Affordable Housing Corporation income restrictions and a Homeowners Association will be formed; and


Whereas, The Bush Terminal Industrial Campus (The Campus) is located in Sunset Park, Brooklyn, and bounded by 41st Street, First Avenue, 52nd Street, and the Gowanus Bay; and


Whereas, The Campus has played a role as a sanctuary for industrial businesses that have been forced out of higher priced locations; and 


Whereas, The Campus falls within several federal, state, and local zones that make it eligible for a variety of financial incentives; and


Whereas, The Campus is in New York State Brownfield Opportunity Area and is located in a New York State Empire Zone, and is in Federal New Market Tax Credit eligible area, as well as part of the local South West Brooklyn Industrial Business Zone; and 


Whereas, Since 2001, the New York City Economic Development Corporation has directly managed the 10 properties within the Campus totaling 1.2 million square feet on 32 acres of land; and


Whereas, These properties currently support almost 600 industrial-related jobs; and


Whereas, Buildings 39/40 and 45 are largely obsolete industrial buildings totaling 37,100 square feet; and


Whereas, Buildings 39/40, and 45 are situated on a 130,000 square foot site in the center of the Campus (the Site); and


Whereas, The Site is zoned to accommodate 260,000 square feet of light industrial space, which provides an opportunity to bring a new modern industrial building to the campus; and


Whereas, $10 million is being sought by New York City in connection with the Site, and the funds will be put towards the demolition of existing buildings and asbestos removal, as well as upgrades of power, water, and sewer infrastructure and construction of a new building at the Site; and


Whereas, The Council finds that the proposed Arverne East and Bush Terminal projects are consistent with New York City’s long-term sustainability plan (known as “PlaNYC”) and with the City’s Zoning Resolution, and, in addition, the Arverne East project is consistent with the Arverne Urban Renewal Plan, and the Bush Terminal Site project is consistent with the New York City Industrial Policy and the City’s Waterfront Revitalization Plan; and


Whereas, The Council finds that the proposed financing is appropriate for the Arverne East and Bush Terminal projects; and


Whereas, The Council finds the Arverne East and Bush Terminal projects facilitate effective and efficient use of existing and future public resources so as to promote both economic development and the preservation of community resources; and

Whereas, The Council also finds that the Arverne East and Bush Terminal projects develop and enhance infrastructure and other facilities in a manner that will attract, create, and sustain employment opportunities; now, therefore, be it


Resolved, That the Council of the City of New York supports New York City’s application for funding for capital projects under the Restore New York Community Initiative pursuant to the New York State Urban Development Act, for Arverne East, in the borough of Queens, and Bush Terminal, in the borough of Brooklyn.
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