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Economic Development Corporation

Mission Statement

The New York City Economic Development Corporation (EDC), a nonprofit organization operating under contract with the City of New York, is the City’s primary vehicle for economic development services. EDC serves as a catalyst for public and private initiatives that promote the City’s long-term vitality. Through affordable financing, tax exemptions and low-cost energy programs, EDC helps City businesses gain the competitive edge they need to meet their short- and long-term goals. The largest part of EDC revenue is its City reimbursement for capital projects, followed by income from the rental and sale of City-owned property. EDC disburses these funds primarily as program and project costs, staffing costs and operating expenses related to the management of its portfolio of rental property.

The financing arm of EDC includes several small business lending, guarantee and bond programs.  According to EDC, the purpose of these programs is to create jobs and retain and expand businesses through financial assistance offered at market or below market rates.  EDC also contracts with the New York City Industrial Development Agency (IDA) to provide financing for industrial expansion projects.

Highlights

· In the first quarter of 2006, EDC (through IDA) financed over $248 million to secure business commitments representing 1,008 jobs retained.

· In August 2005, IDA approved financing assistance for seven not-for-profit organizations and five industrial companies in Queens, Brooklyn, Manhattan and Staten Island.  These projects will retain close to 1,200 jobs creating 120 new positions and encourage $134 million in private investment.

· In January 2006, EDC formed the New York City Capital Resource Corporation.  The new entity will expand the pool of organizations that can benefit from tax exempt financing, especially arts and social service organizations and cultural, healthcare and educational institutions. 

Local Law 48

Local Law 48 requires EDC to submit to the New York City Council, the mayor, the city comptroller, the public advocate, and the borough presidents, an annual report, containing descriptive data on a selected group of EDC projects, the amounts of City assistance provided by EDC to the businesses involved in these projects, and estimates of the tax revenues generated by these projects. The following are the results from the Fiscal Year 2005 Annual Investment Projects Report.

Summary of Results

A total of 548 EDC Investment Projects are included in the report.  According to the Report, the following are the sums of the totals from the year each project closed and the seven years thereafter:

· Employment at project locations was over six percent of total private employment in New York City, with employment at project locations totaling 183,868.

· The projects involved over $14 billion of private investment.

· The present value of City Costs for these projects is estimated to be $857 million.

· The present value of City Benefits is estimated to be $28.4 billion, over 33 times the value of City Costs.

· The projects will return a cumulative Net Benefit to the City (City Benefits minus City Costs) of approximately $27.6 billion.

City Costs versus City Benefits

Local Law 48 requires EDC to report on the type and amount of City assistance provided by EDC to companies for eligible projects.  According to its Fiscal Year 2005 Annual Investment Projects Report, land sales, leases and loans are not considered to generate City Costs, but those that do include the issuance of tax-exempt bonds, MRT exemption, real property tax savings from PILOT abatement and stabilization, sales tax exemption, and reduced taxes due to the purchase of energy. 

City Benefits fall into two categories.  The first is the Company Direct Impacts that include tax revenues (business income taxes, real property taxes, sales tax from purchases made in the City and employee income taxes) that would be paid by the Company if the City Costs were all zero.  The second is the Indirect and Induced Impacts.  The Indirect Impacts are City Benefits (tax revenues) that are generated elsewhere within the City by the company’s business activities.  The City Benefits associated with the household spending by employees of those residents whose employment depends directly or indirectly on a company are called Induced Impacts.  This includes spending by employees on food, clothing, shelter, child-care and other expenses related to living in the City. 

For Fiscal 2005, total City Costs for the 548 projects were $37 million, while City Benefits (tax revenues generated directly and indirectly by the projects) were estimated at $2.4 billion, over 64 times the amount of City costs.  Of the $2.4 billion, about 37 percent were paid directly with respect to business activity at project locations, while the remainder was generated by indirect and induced economy activity.

Capital Budget Report

Agency Overview
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New York City's economic development programs are initiated and managed primarily by the Economic Development Corporation (EDC), which operates pursuant to a contract with the Department of Small Business Services.  EDC works with the private and public sectors on economic development initiatives to revitalize business, create jobs, and generate revenues for the City.  In addition to corporate attraction and retention efforts, the Corporation markets, sells, and leases City-owned commercial and industrial properties; plans and prepares sites for development through infrastructure improvement; carries out capital improvements in neighborhood shopping districts and public spaces; and provides technical assistance to guide projects through the necessary public approval process.  The Corporation is also involved in property management and development of the City's marine terminals, airports, heliports, rail yards, and industrial parks.
Current Budget Summary
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FY07-10 CAPITAL COMMITMENT PLANS

The May 2006 Capital Commitment Plan includes $1.37 billion in Fiscals 2007-2010 for the Economic Development Corporation (including City and Non-City funds).  This represents 3.8 percent of the City’s total $36.5 billion May Plan for Fiscals 2007-2010.  The agency's May Commitment Plan for Fiscals 2007 - 2010 is 51.4 percent greater than the $904.8 million in the September Commitment Plan, an increase of $465.2 million.

Over the past five years EDC has only committed an average of 38.4 percent of its annual capital plan.  Therefore, it is assumed that a large portion of the agency's Fiscal 2006 capital plan will be rolled into Fiscal 2007 thus greatly increasing the size of the Fiscal 2007-2010 capital plan.  Since adoption last June, the 

Capital Commitment Plan for Fiscal 2006 has decreased from $869.9 million to $723.7 million, a reduction of $146.2 million or 16.8 percent.

Currently EDC has appropriations totaling $804.3 million of city-funds.  These appropriations are to be used to finance the EDC’s $539.7 million city-funded Fiscal 2006 capital commitment program.  The agency has nearly 49 percent more funding than it needs to meet its entire capital commitment program for the current fiscal year.
The Economic Development Corporation's capital commitments for the last five years are shown below:

	FIVE YEAR HISTORY – CAPITAL BUDGET

($ in millions)



	
	FY01
	FY02
	FY03
	FY04
	FY05

	CITY
	202
	190
	237
	202
	207

	NON-CITY
	11
	4
	18
	14
	8

	TOTAL
	213
	194
	255
	216
	215


The Adopted Four-Year Capital Plan is shown below:

	ADOPTED CAPITAL BUDGET – SEPTEMBER 2005

($ in millions)



	
	FY07
	FY08
	FY09
	FY10
	FY’s 07-10

	CITY
	644.0
	161.5
	73.4
	25.9
	904.8

	NON-CITY
	0
	0
	0
	0
	0

	TOTAL
	644.0
	161.5
	73.4
	25.9
	904.8


The Executive Four-Year Capital Plan is shown below:

	EXECUTIVE CAPITAL PLAN – MAY 2006

($ in millions)



	
	FY07
	FY08
	FY09
	FY10
	FY’s 07-10

	CITY
	910.7
	324.2
	105.4
	26.1
	1,366.4

	NON-CITY
	2.4
	0
	0
	0
	2.4

	TOTAL
	913.1
	324.2
	105.4
	26.1
	1,368.7


EXECUTIVE BUDGET HIGHLIGHTS:

EDC’s Executive Fiscal 2007 Capital Commitment Plan includes an additional $38.0 million in Fiscal 2008 for the development of the Passenger Ship Terminal at Pier 90.  These additional funds bring the total four-year plan number to $159.7 million.
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The Mayor’s Executive Budget includes a new commitment in Fiscal 2007 of $10.7 million for Long Island City – Queens Plazas and Jackson Avenue.  These funds were formerly in DOT’s capital budget.  It was determined that the scope of work required for this project exceeded what DOT was able to do.  EDC will manage the streetscape and commercial revitalization of this area.
EDC’s Fiscal 2007 commitment plan includes a new commitment of $10 million for the East River Science Park.  East River Science Park is a bioscience research and development campus on a City-owned portion of the Bellevue Hospital Center between East 28th and 29th Streets and First Avenue and the FDR Drive.  The funds are for infrastructure and accessibility improvements and will leverage an additional $20 million in state funds.
$7.4 million in new commitments were added to EDC’s Executive 2007 Capital Plan for the Bush Terminal Market strategic plan.  These funds, in Fiscal 2007, will allow EDC to rehab certain buildings, bringing them up to code.

EXECUTIVE BUDGET ISSUES:

On February 15 Governor Pataki and Mayor Bloomberg announced the issuance of a Request for Proposals (RFP) for ideas to redevelop and preserve Governors Island.  The RFP seeks concepts for development uses that would be appropriate to the island and its waterfront location.  The proposals are required to preserve and utilize the historic structures on the 150-acre site.  The RFP calls for the creation of a public area with parkland with other possible uses including cultural, educational and business ventures.  In addition, the RFP requires that the development be financially self-sustainable.

Both the City and the State (through the New York State Dormitory Authority) have already committed $15 million to fund $30 million worth of capital projects for Governors Island.  The City funds have been used for the following projects: $4.1 million for rehabilitation of ferry slips on the island, $500,000 for a floating barge on the island’s eastern shore; $5.2 million for on-island infrastructure including the upgrade of electrical, sanitary and water systems; $500,000 for roadway and street lighting improvements; $1.9 million for stabilization of various buildings; $1 million for the installation of fire-protection systems in the historic buildings; $200,000 for security upgrades; and $970,000 for various hazardous material and environmental abatement projects. 

The State had already committed an additional $22.5 million for the project this year.  The Mayor’s Preliminary Fiscal 2007 Capital Plan includes an additional $22.5 million to match the State’s new contribution.  The City capital dollars will fund: $17.5 million for critical building stabilization in Historic District through interior moisture remediation, climate control and selective interior construction; $500,000 for seawall upgrades; $400,000 for selective critical hazardous material remediation; and $4.1 million for long-term island infrastructure planning.

EDC’s January Plan included an additional $133 million for the development of the new Moynihan Train Station at the James A. Farley Post Office.  The funds, $83 million in Fiscal 2007 and $50 million in Fiscal 2008 are in addition to the $10 million planned for Fiscal 2006 and $3 million in Fiscal 2007.  In June 2005 a team of developers was designated to redevelop the site including the train station at a cost of $556 million.  New Jersey Transit will be the anchor tenant of the train station.  In addition to the train station, it is anticipated that the new facility will also include 250 thousand square feet for the Postal Service, 450 thousand square feet of retail, 185 thousand square feet for a boutique hotel, and 70 thousand square feet for a merchandise mart.  The City had previously contributed $25 million towards train station development hard and soft costs and has now agreed to contribute an additional $133 million in capital dollars that will likely go towards hard costs and potentially acquisition costs.
The City is currently working to negotiate the terms of the funding agreement.  Acquisition of the building from the US Postal Service is scheduled for completion on June 30, 2006.
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