DOWNTOWN FLUSHING DEVELOPMENT FRAMEWORK IMPLEMENTATION STRATEGY



Implementation Strategy

The vision for Flushing that is articulated in this report
will take many years and the efforts of many individuals and
groups to realize. NYCEDC, working with the Inter-Agency
Task Force and the community, will take the following next

steps to advance the Flushing Development Framework.

Issue an RFP for the Development of Municipal Lot 1

The RFP for development of Municipal Lot 1 was released by NYCEDC on February 2, 2004,
with a response deadline of April 20, 2004. The development controls and selection criteria
reflect the consensus gained during this planning process.

Coordinate Transition Of Commuter Parking To Shea Stadium

In conjunction with Municipal Lot 1 development, the City should continue its examination
and subsequent efforts to move commuter parking to Shea Stadium. This involves a number
of agencies and interests, but is predicated on the transportation and congestion benefits
outlined in this report, and enables the near-term development of Municipal Lot 1.

Comprehensively Analyze and Refine the Proposed Transportation Recommendations
The City will initiate a more detailed review and analysis of the proposed improvements
to the transportation and transit network beginning in mid-2004. In the scope of the
Development Framework, these recommendations are considered to be both necessary
and defensible. However, they clearly require further study as to their traffic impacts

and details of implementation.

Begin Implementing Streetscape Improvements in 2004

Implementation of the Downtown Flushing Pedestrian and Historical Site Enhancement
Project will begin in 2004 and follow a roughly 6-month schedule to completion. Building
on this project, an effort should be made to identify capacity and funding for implementing
a more complete package of streetscape upgrades as envisioned in the Framework.

Coordinate Ongoing Waterfront Environmental Improvements And Facilitate

Private Development

Numerous parties in both government and the private sector are active in the early stages
of the waterfront's transformation. The City should establish a mechanism for the ongoing
coordination of these efforts in conjunction with the Inter-Agency Task Force. A critical
goal will be to identify funding to implement the public initiatives outlined in the water-
front section of this report. An additional advantage of coordination is that the ongoing
studies and projects can help boost investor confidence in waterfront redevelopment.

Issue Willets Point Call For Ideas

An early way to focus the substantial private sector interest in the Willets Point redevelop-
ment should include a call for ideas, a solicitation of potential users and large-scale rede-
velopment concepts. This preliminary step will help raise the profile of Willets Point among
private development sponsors as well as public agencies.

Identify Ongoing Role For Task Force In Plan Implementation And Oversight

One of the most significant outcomes of the Development Framework planning process
was the creation and workings of the Inter-Agency Task Force. This mechanism has great
potential long-term value for the ongoing efforts in Flushing, and should continue to be
involved in the challenges of implementation.
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Municipal Lot 1: A Preliminary Development Scenario

The expected total cost of the project, including parking but excluding land, is estimated at
about $265 million, including infrastructure and open space costs and a 10 percent general
cost contingency. The development program under the base case assumptions indicates a
capitalized value of $260 million, indicating a modest supportable land value and generally
feasible project before land costs. This is not due as much to the cost burden of the struc-
tured parking as it is problematic economics of the office building and, to a lesser extent,
the retail component.

In this case, it would make sense to phase the project such that office, if desired, and at
least a portion of the retail are deferred until these commercial rents increase to the point
where costs can be supported at attractive returns.

The ability to support land costs varies considerably by use. The rental apartments (absent
in the base case) simply do not generate sufficient revenue under current market conditions
to support their costs. With certain public incentives—low-cost financing, for example, this
could change.

Under our base-case assumptions, condominiums support a land value of about $10,000

per unit, modest relative to what developers are paying for sites in Queens and reflecting
the burden of structured parking. Retail and office support about $12 and $34 per square
foot of FAR, respectively. Parking, unsurprisingly, also generates insufficient revenues to

cover its costs, and shows a financing of nearly $9 million.

The project’s ability to support infrastructure or land costs is highly dependent on the
investment-return inputs. While ERA utilized rates of return that reflect today's financing
environment, we are of course in a historically low interest rate environment and increasing
rates could substantially alter the project's economics.

APPENDIX

Program Options and Sensitivity Analysis

As a means of testing the sensitivity of the economics to certain variables, we have run
a number of additional scenarios. Two are highlighted here.

First, we have tested a program that trades the office building for a “pad site” that
would be suitable for low-income housing for the elderly. In this case, the developer
would partner with a suitable non-profit entity that would seek low-cost financing,
such as federal Section 202 funding, for the project. This would have two economic
benefits. First, the economic drag of the office component would be neutralized.
Second, the private-uses parking demand would be reduced by as many as 62 spaces.
This enhances the overall project economics.

Second, because of the magnitude of the parking garage, the economics are quite sensitive
to how the garage is operated and financed. To test the impact of purely private financing,
we ran the model with a capitalization rate of 8.5 percent, 200 basis points higher than our
base case, which assumed public revenue-bond financing of the municipal spaces. With this
modification, the economic drag of the parking garage is pronounced, and the residual
value swings to a negative $12 million.

These additional scenarios emphasize the point that any number of modifications to the
program, the marketability of the real estate, the financing of the project, or potential
public development incentives can help to generate sufficient returns to justify the project.
What we have determined is the relatively high burden of the structured parking and the
weaker performance of the commercial uses relative to housing.



Appendix 2

Willets Point: Additional Infrastructure
Cost Details

These site acquisition and relocation cost estimates are based on the assumption that the
City acquires all the parcels in Willets Point, and that condemnation is determined to be
necessary for all parcels, which typically raises the cost of acquisition somewhat vis-a-vis

a negotiated sale. The acquisition costs are calculated using the 2002 fair market value for
all lots on the site, which together equal $54 million®. The site acquisition figure is a summa-
tion of the total appraised value, the estimated court award, and interest for 1 year on the
appraised value.” The relocation cost is based upon an EDC assumption for relocation and
fixtures for manufacturing uses per sq. ft. The total site acquisition estimate is $131.5 million.

Environmental Remediation Costs®

The estimated cost of testing the site for environmental contamination is $0.5 million.
This cost includes soil and groundwater testing by boring and well installations plus a
contingency factor.

The estimated total cost of environmental remediation is $15 million. This remediation
effort would consist largely of removing 3 feet of petroleum-contaminated soil over 50%
of the site. The other 50 percent of the site would have to be topped with 2 feet of clean
topsoil before paving. For the 55-acre site, this work would cost $8 million. Adding in $10
per cubic yard for soft costs such as oversight, air testing, and monitoring; a 50 percent
contingency cost; and soil disposal estimated at $70 per cubic yard, the total comes to
$15 million.

It is likely that tidal wetland permits would need to be obtained prior to testing and
cleanup, as the site lies within the 100-year flood zone. The site would be cleaned to
commercial standards, which would be satisfactory for a mixed-use development.

Capital Improvements and Infrastructure Costs

The main capital improvements projected for the area include bulkhead installations at
several points along the western shore; an esplanade/promenade stretching from the
end of 37th Avenue in Willets Point to Flushing Meadows Park (1700 feet long and 20
feet wide); and new roads (recreating the current street layout), street furniture, such
as lighting, traffic signals, and utility extensions.

13 Department of Finance, 2002

14 All calculations were made using an economic model created for the condemnation study for the MetroTech Center, Downtown Brooklyn.
(EDC,2002)

15 Environmental consultants, Fleming & Associates, estimated all of the information in this section.
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For more information, please visit our website at www.downtownflushing.com

or contact us at downtownflushing@nycedc.com.




