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TO: Chair and Members of the Board County of Westchester
Industrial Development Authority (“IDA”)

From: Michael Grella, Economic Development Consultant to
the Office of Economic Development

Date: May 17, 2023

Subject: 440 Hamilton Avenue, White Plains — UPDATE TO PROJECT INDUCED IN 2018
Applicant background:

In July 2018, the IDA received and granted a request for financial assistance in the form of sales

tax exemptions from 440 Hamilton Owner, LLC (“Applicant”), a special purpose entity, owned by
Rose Associates.

Rose Associates, a New York based certified Women Business Enterprise (WBE), was founded in
1925 and continues to expand across the tri-state area almost 100 years later. Rose's team of 200
professionals and more than 700+ union/building service employees leverage unique knowledge
managing high-rise properties in the high-density tri-state area and understand how to set
properties apart in this competitive marketplace. In addition to extensive development and
management experience in New York City, Rose Associates is developing in the Westchester
market with projects underway at the former United Hospital site in Portchester and Alexander
Crossing in Yonkers in addition to the 440 Hamilton Avenue development.

Rose has long been active in the areas of sustainability energy conservation and established an
Energy Management Services Group to better serve clients. The group focuses on reducing
energy use and emissions across the Rose building portfolio, having installed numerous co-
generation systems and conducted many boiler conversions among other efficiency measures.
Former New York City Mayor Michael Bloomberg recognized Rose as the first property manager
in the City to implement a Power On Demand system.

Project description (the “Project”):

The Applicant is redeveloping the Property by adapting the existing 12-story office building to
feature two hundred fifty-five (255) apartment units and three thousand four hundred twenty
(3,420) square feet of commercial retail space, as well as developing the adjacent surface parking
lot with a tiered six (6) and seven (7) story apartment building, which will feature an additional
two hundred thirteen (213) apartment units, for a total of 468 new units, plus a parking garage.

The Applicant is making a second request for IDA financial assistance, in the form of IDA sales tax
exemptions, to provide relief to subcontractors, for unexpected additional project costs,
primarily related to increased cost of construction materials.
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Project Timeline

Start date: June 2021

Project occupancy: May 2023
Completion date: September 2023

Project Budget
The Applicant estimates construction costs of $172 million of a total project cost of ~$244M. The
incremental costs that are the basis of the current Project request for IDA financial assistance are
~$29.4 million.

As the Applicant does not have updated information on the percentage of labor and materials
sourced in the County, the Applicant instructed the IDA to utilize industry standard information
to calculate a best estimate. Using industry purchasing information from Lightcast, it is assumed
that 33% of construction related expenses will be sourced from within Westchester County.

The Applicant informed the IDA that for the total project, the labor/material breakdown would
be 60%/40%. Whereas, for the incremental increase in construction-related costs associated with
the Sales Tax Exemption extension, the labor/material breakdown would be 10%/90%.

Total Project Costs and Construction Phase Spending

Direct Spending

Percent of Spending in inside Westchester

Total Project Westchester County County
Construction Costs
Construction Materials $ 65497313 33% $ 21,614,113
Construction Labor $ 98245970 33% $ 32,421,170
Professional Fees b3 8,193,126 33% $ 2,703,732
Construction Subtotal $ 171,936,410 $ 56,739,015

Other Project Costs

Contingency § 3231339

Interest During Construction § 13,245,400

Financing, Legal, Miscellaneous §£ 30,586,578

Real Property Acquisition § 24970492 n/a $ -
Other Cost Subtotal § 72037809 $ -
Total Costs $ 243,974,219 § 56,739,015
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Change in Project Costs and Construction Phase Spending

Direct Spending
Percent of Spending in inside Westchester

Total Project Westchester County County
Construction Costs
Construction Materials $ 25,671,642 33% L3 8,471,642
Construction Labor $ 2,852,405 33% % 941,294
Professional Fees 4 832,626 33% 4 274,767
Construction Subtotal $ 29,356,672 £ 9,687,702

Based on $2,150,000 of additional sales tax exemption requested, there will be $25.7 million in additional materials
cost beyond the original application. Per the Applicant, construction materials are assumed to be 90% of increased
construction related costs, with labor accounting for the other 10%. One-third (33%) of construction related expenses
are estimated to generate economic impact. Land acquisition and financing expenses and fees are assumed to have
no economic impact. Westchester County direct spending amounts may not equal the shown percentage of total
project amounts due to rounding.

Source: Applicant, Lightcast.

Note: the costs in the table do not precisely match the Applicant’s budget provided, however,
they are considered a better representation of the total spending occurring as a result of the
Project. The applicant has a Guaranteed Maximum Price (GMP) contract with Hudson Meridian,
the construction manager. The Construction Contracts total (5141,636,872) reflects the cost to
the Applicant within the bounds of the GMP and is not a reflection of the total investment derived
from the development since not all costs are passed through to the owner. Particularly, the
subcontractors are contractually obligated to absorb material cost escalations, which have been
significant over the past two years. The increase in the sales tax exemption does reflect the
escalation of material cost and is a better gauge of total investment derived from the
development.

Request and Need for Financial Assistance

The Applicant stated in its original IDA Application for Financial Assistance that construction costs
are prohibitive to the development of the Project and requires IDA financial assistance to be
feasible.

Regarding the current request, the receipt of IDA assistance will principally benefit small
businesses, not the developer, as the sales tax benefit will be passed along and utilized by the
Project’s subcontractors whose costs have substantially increased and are absorbing those costs
as a result of the GMP contract with the Applicant.
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Estimated Total Financial Assistance Requested

Iotal Project  County Only

Construction Materials Sourced by Location 100% 33%
Total Taxable Construction Materials Costs, Estimated § 65497313 § 21,614,113
Combined Sales Tax Rate, County, State, and MTA 8.375% 8.375%
State Sales Tax (4%) Exempted % 2,619,893 n/a
MTA Tax (3/8%) Exempted 4 245,615 n/a
Westchester County Sales Tax (4%) Exempted % 2619893 % 864,565
Subtotal Sales Tax Exemption % 5485400 $% 864,565
Less: City of White Plains Recapture (2.5%) £ (540,353) % {540,353)
Estimated Sales Tax Exemption Benefit % 4,945,047 % 324,212
Mortaage Recording Tax Exemption
Estimated Mortgage Amount % 168,563,000 $ 168,563,000
Mortgage Recording Tax Benefit, Percent of Mortgage (1%) 4 1,685630 % 1,685,630
Less: City of White Plains Recapture (.5%) 3 (842,815) % (842,815)
Estimated Mortgage Recording Tax Exemption Benefit $ 842815 § 842,815
Real Property Tax Exemption, Present Value $ 262,759,839 4% 29,878,545
Estimated Financial Assistance Requested, Total Before Recapture  $ 269,930,869 $ 32,428,740
Estimated Financial Assistance Requested, Total After Recapture $ 268547,701 $ 31,045572

Source: Applicant. County estimates: Camoin Associates

Note: The City of White Plains recaptures 2.5% of the Sales Tax Exemption on materials purchased in Westchester

County and 0.5% of the Mortgage Recording Tax from the Applicant.
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Estimated Additional Financial Assistance Requested

Total Project County Only

Additional Sales Tax Exemption on Construction Materials

Construction Materials Sourced by Location 100% 33%
Additional Taxable Construction Materials Costs, Estimated £25,671,642 % BA4AT1,642
Combined Sales Tax Rate, County, State, and MTA 8.375% 8.375%
State 5Sales Tax (4%) Exempted % 1,026,866 n/a
MTA Tax (3/8%) Exempted $ 96,269 n/a
Westchester County Sales Tax (4%) Exempted % 1,026,866 % 338,866
Subtotal Additional Sales Tax Exemption $ 2,150,000
Less: City of White Plains Recapture (2.5%) £ (211,791 $ (211,791)
Estimated Additional Financial Assistance Requested, Total $ 1938209 § 127,075

Source: Applicant. County estimates: Camoin Associates

Mote: The City of White Plains recaptures 2.5% of the Sales Tax Exemption from the Applicant. The
county-only taxable construction materials amount may not equal the shown percentage of total
project materials costs due to rounding.

Applicant has requested the following additional IDA financial assistance:

Sales tax exemption: $2,150,000 (a net benefit of $1,938,209 after City of White Plains
recapture), of which $127,075 would be foregone County tax revenue.

Justification for Requesting IDA Financial Assistance

High Costs. As noted above, the significant increase in materials costs has adversely impacted
on the Project’s subcontractors who are working under fixed price contracts. Without the
Agency’s granting of additional financial assistance, the Applicant indicates there would be
substantial economic harm to project subcontractors including those based in Westchester
County.

City of White Plains’ Recapture. It should be noted that with respect to industrial development
agency transactions, the City of White Plains “recaptures” sales and mortgage tax benefits which
the IDA grants to applicants. Regarding the current request, the IDA will grant 8.375% sales tax
exemption and the City of White Plains will “recapture” 2.5% from the Applicant. Therefore, as
part of the negotiations with the City of White Plains, the Applicant does not enjoy the full
benefits which the IDA may confer.
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Economic Impact — Construction Phase

Based upon information from the Applicant, the current Project before the IDA will result in the
creation of approximately 4 construction jobs for Westchester County residents representing
~$1.25M of employee earnings and ~$13.1M of economic activity within Westchester County.

Increase in Economic Impact - Construction Phase

Total Activity
Earnings =ales
Total Associated Activity 52,852,405 $29,356,672
Percent in Westchester 33% 33%
Increase in Economic Impact in Westchester — Construction Phase
lob Years Earnings Sales
Direct 0 $941,294 $9,687,702
Indirect 2 $150,578 $1,840,704
Induced 2 $155,346 $1,597,358
Total 4 $1,247,217 $13,125,764
Source: Lightcast, Camoin Associates
Total Economic Impact — Construction Phase
Total Activity
Job Years Earnings 2ales
Total Associated Activity 400 $98,245,970 $171,936410
Percent in Westchester 33% 33% 33%
Total Economic Impact in Westchester — Construction Phase
lob Years Earnings Sales
Direct 132 $32,421,170 $56,739,015
Indirect 63 $5,186,384 §10,780,652
Induced B7 $5,350,610 $9,355,420
Total 262 $42,958,164 476,875,087

Source: Lightcast, Camoin Associates

Mote: Applicant anticipates approximately 200 jobs will be created on-site during construction for two

years (400 job years), 33% of which are expected to be for Westchester County residents.

Economic Impact — Operational Phase:

The Applicant estimates the residential portion of the Project will create 18 jobs on-site and the
retail portion will create 7 jobs. Since 82% of the units are net new, this means that 82% of the
associated jobs will be “net new” for the purposes of measuring economic translating into 21
direct jobs representing approximately $2.3M in earnings and $7M in economic activity within

the County annually.
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Economic Impact — On-Site Operations

Jobs Earnings Sales
Direct 21 $1,242,633 $4,085,288
Indirect 10 $672,452 $1,942,993
Induced o $374,242 $952,855
Total 35 $2,289,327 $6,981,137

Source: Lightcast, Camoin Associates

Total Annual Project Economic and Fiscal Impact

As the current request for IDA financial assistance will not result in material additional job
creation and does provide a complete picture of the total Project impact, economic activity, or
tax revenue to the County, we look to the Project’s entire annual economic and fiscal impact in
Westchester.

The Project will create 100 net new jobs, including 35 new jobs from on-site operations, and 65
jobs resulting from household spending of new residents as well as $6.1M in employee earnings,
and $17M of economic activity annually in the County.

Total Annual Economic Impact

Jobs Earnings Sales
Direct B9 $3,688,755  $10,395,584
Indirect 19 $1,393,895 $3,951,598
Induced 12 $1,050,150 $2,672,812
Total 100 $6,132,801 $17,019,994

Source: Lightcast, Camoin Associates
Mote: Household Spending and On-Site Operations amounts may not sum to totals due to

rounding.

Cost Benefit Analysis and Ratio

The cost benefit ratio for the current Project IDA financial assistance requested is 0.07:1 (overall
Project cost benefit ratio is 5.30) meaning $0.07 of Westchester County tax revenue will be
generated for every $1 of County tax incentives awarded. The overall cost-benefit ratio for the
Project is 0.37:1, meaning $0.37 of Westchester County tax revenue will be generated for every
S1 of County tax incentives awarded.
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Fiscal Benefits and Costs of Additional Financial Assistance in Westchester County (over 15 years)

One-time Sales Tax Revenue from Additional Construction Earnings g 8,731
Total Fiscal Benefits g 8,731
Foregone One-Time Sales Tax on Additional Construction Sales 4 127,075
Total Costs of Financial Assistance g 127,075
Additional Benefits to Costs ($8,731 / $127,075) 0.07

Motes: Sales tax on construction materials purchased in county only. Present Value assumes 5% discount rate. Financial
assistance amount reflects amounts recaptured by the City of White Plains for Sales Tax Exemption.

Total Fiscal Benefits and Costs of Financial Assistance in Westchester County (over 18 years)

One-time Sales Tax Revenue from Construction Earnings % 300,707
Sales Tax Revenue from Household Spending (Net Present Value 18 years) $ 1,408,201
Sales Tax Revenue from On-Site Employee Spending (Net Present Value, 18 years) £ 187,329
Additional Property Tax Payments (Net Present Value, 18 years) § 9,456,536
Total Fiscal Benefits $ 11,352,773
Foregone One-Time Sales Tax on Construction Sales $ 324,212
Foregone One-Time Mortgage Recording Tax $ 842815
Foregone Property Tax Revenue (Met Present Value, 15 years) § 29,878,545
Total Costs of Financial Assistance $ 31,045,572
Total Benefits to Costs ($11,352,773 / $31,045,572) 0.37

Motes: Sales tax on construction materials purchased in county only. Present Value assumes 5% discount rate. Financial
assistance amount reflects amounts recaptured by the City of White Plains for Sales Tax Exemption.

Project Community Benefit Analysis

Adaptive Reuse. The Project involves the conversion of a 12-story office building into a mixed-
use development consisting of 255 units of multifamily housing and over 3,400 square feet of
commercial retail space with the construction of an additional 213 apartment units and a parking
garage in separate structures.

Employment. The overall Project will increase employment opportunities during the
construction and occupancy phases. The Project, once operational, will create 100 full-time
equivalent jobs permanent jobs and contribute to the Westchester economy.

Increased Revenue to City/County. As noted, the Project site was vacant unimproved land and,
as such, there is little to no commercial activity at the Project site. The enhanced sales tax
revenues that will be generated by the Project’s residents will benefit the City and County. The
Project will help to enhance the commercial core of the City of White Plains as well as
Westchester County. There is a strong need for workforce housing in the City of White Plains and
the Project will meet those needs.
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Vacancy. The Project site was vacant and unutilized. Once completed, the Project will add vitality
and life to the Project site and surrounding area.

Workforce Housing. The Project will help fulfill a need for workforce rental housing that exists
in the White Plains, Westchester County, and the broader region.

Sustainability. The Project has several green building/energy conservation features including LED
lighting, throughout the buildings, electric car charging stations, bicycle room, green cleaning
practices, building envelopes exceed New York State Energy Code, Low flow kitchen and
bathroom features, and Energy-Star rated appliances.



