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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, 2022

Subject: 217 Fifth Avenue, Pelham - Pelham Green LLC Project Cost-Benefit & Impact Study
Executive Summary

Applicant background:

The IDA received a request for financial assistance in the form of sales tax exemptions,
mortgage recording tax exemptions, and exemption from real property tax, from Pelham Green
LLC (“Applicant”), a Joint Venture between The Hudson Companies (“Hudson”) and PJR 23
Development, LLC (“PJR").

Hudson is a leading New York City area housing developer for the past 35 years. With extensive
experience with a broad range of housing types and financing, Hudson’s team is comprised of
professional staff with expertise in construction, architecture, finance, and asset management.
Hudson has completed over 7,800 residential units with more than 5,000 additional units in its
pipeline.

PJR consists of Patrick Normoyle (a Village of Pelham resident) from Excelsior Housing Group,
LLC, Joseph Sisca, 11l and Robert Masiello of Sisca Northeast. Sisca Northeast is one of the
leading contractors in Westchester and Putnam Counties spanning five decades. In response to
a Request for Proposals issued by the Village of Pelham (or the “Village”), an affiliate of PJR was
selected as the Preferred Developer for the proposed development in March 2019.

Project description (the “Project”):

The Applicant owns 200 Fifth Avenue, in the Village of Pelham ("Applicant’s Property"). The
Village owns 217 Fifth Avenue, in the Village of Pelham, (referred to herein as the “Site”). To
construct the Project, the Applicant intends on conveying the Applicant’s Property to the Village
and the Village intends on conveying the Site to the Applicant. The Applicant’s Property and
the Site are across the street from each other.

The Project Site is currently the Village’s firehouse and a municipal parking lot/deck which are
not subject to real estate taxes, and the Applicant’s Property is a vacant property (formerly
used by Capital One Bank).
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At the Project Site, the Applicant proposes to construct a five-story, 259,900 gross square foot
transit-oriented development consisting of 127 residential rental units, approximately 5,000
square feet of retail space, and 220 parking spaces (160 private spaces + 60 public spaces). Six
units will be designated as workforce housing with rents at 80% Average Median Income.
Amenities include a gym, business center, lounge, and roof top deck.

Breakdown of units by size:

Number of Number of Square

Units Rooms Footage
Studios 4 8 547
One Bedrooms 53 159 694
Two Bedrooms 62 248 1149
Three Bedrooms 8 40 1397
Total / Average 127 455 955

At the Applicant Property, the Applicant will construct new municipal facilities for the benefit
and use by the Village consisting of a new fire house, police station, and Village administrative
offices (the “Municipal Center”). Note, however, under this Application, the Applicant is not
seeking IDA benefits for the construction and development of the Municipal Center. The Village
is currently working to approve an amendment to the Business District Floating Zone for
greater density and the change is expected to take place in June 2022.

Project Timeline

Start date: August 2022
Completion date: August 2025
Project occupancy: August 2025

Project Budget

Land & building acquisition: $18,200,000

New building construction: $45,600,000 (labor: $31,900,000, materials: $13,700,000)
Soft Costs: $13,200,000

Total Project Costs: $77,000,000 (debt financing: $50,000,000, equity: $27,000,000)

Request and Need for Financial Assistance

Applicant has requested the following IDA financial assistance:

Sales and use tax exemption: ~$1.1M of which $52K would be foregone County tax revenue
Mortgage recording tax exemption: $500K

Real estate tax exemption through Payment in Lieu of Tax (“PILOT”) agreement: $15.8M, of
which $1.57M would be foregone County property tax revenue

Total ~$17.4M in tax benefits, of which ~$2.1M (before NPV) would be foregone County tax
revenue.
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The Agency’s financial assistance is necessary to make the Project economically feasible to
offset the high costs of design, approvals and entitlements, construction and financing as well
as contributing to the Village of Pelham for the construction of the Municipal Center and public
improvement costs. Without the Agency’s benefit, the Project will be difficult to finance and
will not come into fruition.

Municipal Center. As mentioned in the Project Description, the Applicant at its sole cost and
expense will construct the Municipal Center for the benefit and use by the Village of Pelham. In
addition to covering all costs related to the acquisition and development of the Municipal
Center, the Applicant will make additional cash payments to the Village for public
improvements related to traffic and pedestrian safety and parking, a Fair Share Mitigation Fee,
the Village’s owner’s representative fee, and other important infrastructure needs. The
development of the Municipal Center and associated parking will cost the Applicant
approximately $20 million to acquire, construct and develop in exchange for the Project Site
which is appraised at approximately $6.7 million; therefore, the Applicant is making a net
contribution to the Village of approximately $13 million.

High Cost of On-Site Parking and Environmental Remediation. Without the Agency’s benefits
as being requested in this Application, the Project will be difficult to finance. The Applicant will
provide for parking for tenants of the Project as well as parking for 60 public spaces and, in
addition, will have to remediate certain environmental contaminants at the facility (e.g., the
Applicant will need to clean up oil spills from one or more underground storage tanks located at
the Project Site), which will be costly.

Labor. The Applicant will construct the Municipal Center for the benefit of the Village. With
respect to such construction, New York State law requires that the labor used for the
construction be subject to prevailing wage, which may increase the cost of construction of the
Municipal Center by 30%. The Agency’s assistance with the Project will help to offset the
increased cost of construction.
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Estimated Financial Assistance Requested

Total Project County Only

Sales Tax Exemption on Construction Materials

Construction Materials Sourced by Location 100% 10%
Taxable Construction Materials Costs, Estimated $ 13,100,000 $ 1,310,000
Combined Sales Tax Rate, County, State, and MTA 8.375% 8.375%
State Sales Tax (4%) Exempted $ 524,000 n/a
MTA Tax (3/8%) Exempted $ 49,125 n/a
Westchester County Sales Tax (4%) Exempted $ 524,000 $ 52,400
Estimated Sales Tax Exemption $ 1,097,125 $ 52,400
Mortgage Recording Tax Exemption
Estimated Mortgage Amount $ 50,000,000 $% 50,000,000
Mortgage Recording Tax Benefit, Percent of Mortgage 1.000% 1.000%
Estimated Mortgage Recording Tax Exemption* $ 500,000 $ 500,000
Real Property Tax Exemption, Present Value $ 15,830,412 % 1,571,960
Estimated Financial Assistance Requested, Total $ 17,427,537 $ 2,124,360

Source: Applicant. County estimates: Camoin Associates

Economic Impact — Construction Phase

Applicant estimates creating between 500 and 750 construction jobs of which 10% would be
Westchester County hires and 10% of project capital expenditures would be procured within
Westchester County. 77 full-time equivalent jobs would be created during the three-year
construction period representing ~S$4.3M of employee earnings and ~$7.9M of economic
activity within the County.

Note:

e Not included in the construction phase impact analysis are approximately S12.5M of
costs associated with the construction of the municipal building categorized as “land” in
the application since IDA benefits are not being sought for the building. This $12.5M
investment will result in additional construction jobs, earnings, and economic output
within the County.
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Project Costs and Construction Phase Spending

Direct Spending
Percent of Spending in inside Westchester

Total Project Westchester County County

Construction Costs

Construction Materials $ 13,700,000 10% $ 1,370,000
Construction Labor $ 31,900,000 10% $ 3,190,000
Professional Fees $ 13,200,000 10% $ 1,320,000
Construction Subtotal $ 58,800,000 $ 5,880,000
Other Project Costs

Real Property Acquisition $ 18,200,000 nfa $ -
Qverhead, Contingency, Financing  $ - nfa $ -
Other Cost Subtotal $ 18,200,000 $ -
Total Costs $ 77,000,000 $ 5,880,000

This table shows Project costs from the Application and shows which of these costs drive the construction phase
impact analysis.
Source: Applicant. 10% of construction and soft costs are estimated to generate economic impact.

Economic Impact - Construction Phase
Total Activity

Jobs Earnings Sales
Total Associated Activity 625 $ 31,900,000 $ 58,800,000
Percent in Westchester 10% 10% 10%

Economic Impact in Westchester - Construction Phase

Jobs Earnings Sales
Direct 63 $ 3,190,000 §$ 5,880,000
Indirect 7 $ 528,500 §$ 1,056,673
Induced 8 $ 576,156 % 997,366
Total 77 $ 4,294,656 $ 7,934,040

Source: Emsi, Camoin Associates

Note: Applicant anticipates 500-750 jobs will be created on-site during construction, 10% of
which are expected to be for Westchester County residents.

Economic Impact — Operational Phase:

The Project will create 15 jobs on-site including 9 direct jobs (4 jobs related to the residential
building and 5 jobs related to the commercial/retail activity) resulting in approximately $861K
in earnings and $2.55M in economic activity within the County annually.
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Economic Impact - On-Site Operations

Jobs Earnings Sales
Direct 9 $ 472,504 § 1,500,719
Indirect 4 $ 239,820 $ 674,881
Induced 2 $ 149,540 $ 373,485
Total 15 $ 861,864 § 2,549,085

Source: Emsi, Camoin Associates

Total Annual Project Economic and Fiscal Impact

When combining the impact of household spending by residents and on-site operations, the
Project will generate approximately 53 full-time jobs and an average of approximately $133K of
County tax revenue (sales and property taxes) on an annual basis.

Total Annual Economic Impact

Jobs Earnings Sales
Direct 38 $ 1,651,177 $ 4,967,158
Indirect 9 $ 626,132 §$ 1,741,836
Induced 6 $ 551,209 $ 1,372,617
Total 53 $ 2,828,519 § 8,081,612
Source: Emsi, Camoin Associates
Annual Sales Tax Revenue
On-Site Operations

Total New Earnings $ 861,864

Amount Spent in County (70%) $ 603,305

Amount Taxable (25%) $ 150,826

County Sales Tax Rate 4.00%

New County Tax Revenue $ 6,033

Source: Camoin Associates

Annual Sales Tax Revenue
Net New Household Spending

Total New Spending $ 5532526
Amount Taxable (30%) $ 1,659,758
County Sales Tax Rate 4.00%
New County Tax Revenue $ 66,390

Source: Camoin Associates
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Cost Benefit Analysis and Ratio

The cost benefit ratio for the Project is 1.02:1 meaning $1.02 of County tax revenue will be
generated for every $1 of County tax incentives awarded. This ratio is consistent with other
mixed-use and multifamily projects the IDA previously induced and does not reflect the
multimillion-dollar investment by Applicant in constructing the municipal building which

effectively reduces the net benefit by S13M.

Notes:

e The current cost-benefit analysis uses the same 2% discount rate applied to previous
projects induced by the IDA. Based upon conversations with Camoin who prepared the
analysis and the Applicant, it would be reasonable to apply a higher discount rate due to
recent interest rate hikes and inflation. The IDA, in conjunction with Camoin, will update
the net present value for future projects at a discount rate to be determined.

e Applicant’s blended cost of capital is approximately 7% which would reduce the benefit

substantially and increase the cost-benefit to the County.

Fiscal Benefits and Costs of Financial Assistance in Westchester County Over 20 Years

One-time Sales Tax Revenue from Construction Earnings
Sales Tax Revenue from Household Spending, 20 Years, Present Value
Sales Tax Revenue from On-Site Employee Spending, 20 Years, Present Value

Add'l Property Tax Revenue, Project vs. No Project, Present Value

Total Fiscal Benefits

Foregone One-Time Sales Tax on Construction Sales
Foregone One-Time Mortgage Recording Tax
Foregone Property Tax Revenue, Present Value

Total Costs of Financial Assistance

Benefits to Costs ($2,167,084 / $2,124,360)

$

30,063
1,085,577
98,649
952,795

wr e s

2,167,084

52,400
500,000
1,571,960

W |en A A

2,124,360

1.02

Notes: Sales tax on construction materials purchased in county only.
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Project Community Benefits

Sustainability. The residential portion of the project will be an all-electric building, built to
NYSERDA

new construction standard. The municipal center is designed to LEED Gold standards.

Minority and Women Owned Business Enterprise (“M/WBE”) Procurement. Applicant has
committed to spending at least $1 million on M/WBE contractors. Applicant maintains a
directory of M/WBEs and will bid to procure proposals and post advertisements to request
proposals from M/WBEs contractors.

Municipal Center. The construction and development of the Municipal Center by the Applicant
will be a tremendous benefit to the Village of Pelham and the County of Westchester. If not for
the Project as set forth in the Application, the Village will be liable for the cost of deferred
maintenance on critical Village Infrastructure which is calculated to be approximately $17
million. Note that in addition to the construction of the Municipal Center, the Project will also
provide approximately 60 parking spaces for use by the public-at-large.

Labor. The construction of the Municipal Center will require the payment of prevailing wage in
connection with the construction which will be an added benefit enhancing the earning of
workers within the County and surrounding regions.

Investment by Applicant. The Applicant will make a substantial capital investment in the
Project. The Project, once completed, will be a key part of the Village of Pelham to revitalize the
downtown and attract more residents, businesses, and private sector investments. What's
more, the Project will meet the needs for market-rate residential rental housing in Westchester
County and the Village.

Employment. It is expected that the Project will increase employment opportunities as set
forth in the Application. The Project anticipates creating between 500 and 750 construction
jobs of which 10% will be local hires. The Project, once operational, create an additional 15 net
new jobs in the County. Further, the retail stores will generate permanent employment
opportunities and occupancy of the Project by residential tenants will add to the employment
base of the County of Westchester.

Increase in Real Property Taxes. While the Applicant is applying for a real estate tax exemption
through a PILOT, a PILOT payment will be made commencing with Project occupancy
generating millions of dollars of tax revenue over the term of the agreement. If not for the
Project, the Project Site would still be a municipal parking facility not generating real estate tax
revenue.
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Project Renderings
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