THE 7

CATALYST

WESTCHESTER COUNTY
INDUSTRIAL DEVELOPMENT AGENCY

TO: Chair and Members of the Board
County of Westchester IDA

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

DATE: August 18, 2020

RE: Ebony Gardens IDA Application and Project Cost-Benefit
& Impact Study Executive Summary

Applicant background:

Applicant is a single asset entity with the sole purpose of owning the multifamily residential
apartments located at 138 S. Sixth Avenue in Mount Vernon. Applicant is an affiliate of Related
Companies (“Related”), a New York City based developer. Related started exclusively as an
affordable housing developer in 1972 and today is one of the largest developers and
preservationists of affordable and workforce housing in the United States. Currently, Related
owns and manages 55,000 affordable and workforce housing apartment homes and proudly
states it has never converted a single unit of affordable housing to market rate.

Project description:

The Westchester County Industrial Development Agency (the “Agency”) received an application
for financial assistance from a project entity, EG Mt. Vernon Preservation, L.P. (referred to
herein as “Applicant,” or the “Owner”). The Owner’s proposed rehabilitation project in Mount
Vernon seeks to renovate 144 units of multifamily affordable housing targeting tenants earning
60% of area median income (“AMI”) or less.

As noted in the Camoin 310 cost-benefit analysis, the Ebony Gardens Project is different from
many multifamily housing projects, both market rate and affordable. It is an existing facility, built
in the early 1980s and in continuous operation as a home for low-income families. It changed
hands in 2004, and the existing PILOT agreement was conveyed to the new owner and extended.
The assessed value has been reduced at least once, easing the tax payments due on the
property. This history indicates the importance of the project to the City of Mount Vernon and
its residents.

Need for Financial Assistance

For the level of affordable housing offered by the Project to be economically viable Applicant
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must qualify for the federal Low-Income Housing Tax Credits which in turn requires the Project
be partially funded by tax-exempt bond financing. Without County financial assistance the
Project which is a key affordable housing asset in Mount Vernon, NY would be at risk of physical
deterioration and/or loss of federal subsidies.

The property has an existing tax abatement under the Article 5 program under the New York
Private Housing Finance Law (“PHFL”). The original term of this tax abatement was 40 years,
running until 2021. In connection with new financing and the issuance of tax-exempt bonds

through the Mount Vernon Industrial Development Agency in 2004, the City of Mount Vernon
extended the tax abatement for another 20 years until 2041 to align with the term of the new
financing. The Applicant seeks to amend the terms of a new tax abatement with the City of
Mount Vernon via a PILOT agreement with the Westchester County IDA.

As noted in the Camoin 310, cost benefit analysis:

“The rehabilitation will not be undertaken without the financial assistance, and Ebony Gardens
may be expected to deteriorate, lose tenants, and potentially become vacant, reducing the
availability of affordable housing for county residents as well as decreasing tax revenue from
household spending and property value.

The City of Mount Vernon’s Assessor determines the value of the property. It is our experience
that a vacant building with declining or no income could be assessed at a very low value,
reducing tax revenue to a level below both the existing and the requested PILOT. Given the high
demand for affordable housing in the county, we find it unlikely that this parcel would be
redeveloped as market rate housing or be assessed at market value within the foreseeable
future.

Because of the unusual nature of this Project, a critical “if not for” assumption is that without the
financial assistance, Ebony Gardens will neither be rehabilitated nor assessed at market value.
The foregone revenue or “cost” comparison is therefore between the completion of the Project
with the financial assistance, and the status quo of renewal of the existing PILOT without
renovation, followed by a decline in occupancy, property value, and tax revenue. The comparison
of real property taxes is therefore between the requested PILOT and the existing PILOT.”

County IDA Assistance Sought (Total: $653,672):

e Estimated value of County sales tax exemption for construction materials: $55,688
(Applicant estimates 20% of construction materials will be sourced in the County)

e Estimated value of foregone County property tax revenue for ten years: $327,984

e Estimated value of Mortgage Recording Tax exemption: $270,000
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Economic Impact Report Highlights (prepared by Camoin 310 — WIDA Contract Economists):

The creation of 41 jobs during the construction phase of the Project with $4.5 million in
earnings.

Estimated annual County sales tax revenue of $51K from household spending and on-site
operations and $506K of revenue over ten-years.

The annual retention/creation of 40 total jobs (including indirect and induced jobs) from
on-site operations and household spending with $1.9M of earnings.

$1,264,398 of County tax revenues generated from amended PILOT payments over ten-
years beginning in 2021 (51,366,471 of County property tax revenues would be
generated under existing PILOT agreement for a net reduction of $102,073 in County tax
revenues over ten-years).

Additional one-time County sales tax revenue of approximately $32K (construction
phase).

Construction Phase

One-Time Sales Tax Revenue
Temporary Construction Phase

Total New Earnings $ 4,542,727
Amount Spent in County (70%) $ 3,179,909
Amount Taxable (25%) $ 794,977
County Sales Tax Rate 4.00%
New County Tax Revenue $ 31,799

Source: Camoin 310.

Economic Impact - Construction Phase

Jobs Earnings Sales
Direct 25 $ 3,490,897 $ 664,993
Indirect 7 $ 450,396 $ 107,657
Induced 9 $ 601,435 $ 119,151
Total 41 $ 4,542,727 $ 891,801

Source: EMSI, Camoin 310
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Operational Phase

Total Annual Sales Tax Revenue

Household Spending $ 46,261
On-Site Operations $ 4,343
New County Tax Revenue $ 50,603

Source: Camoin 310.

Total Annual Economic Impact

Jobs Earnings Sales
Direct 27 $ 1,069,468 $ 3,638,616
Indirect 8 $ 478,535 $ 1,421,424
Induced 5 $ 390,380 $ 981,451
Total 40 $ 1,938,383 $§ 6,041,491

Source: EMSI, Camoin 310

Cost Benefit Analysis and Ratio

The Project will generate $1.14 of County tax revenues for each $1.00 of County incentives
awarded. The table below, prepared by Camoin 310, compares the County tax benefits of the
Project, to the foregone revenues, or estimated costs. As the issuance of tax-exempt bonds does
not require the County to forego any revenue, that form of financial assistance is not included in
the analysis.

Fiscal Benefits and Costs of Financial Assistance in Westchester County

Cne-time Sales Tax Revenue from Construction Earnings § 31,799
10 Years Sales Tax Revenue from Household Spending, Present Value s 415,540
10 Years Sales Tax Revenue from On-Site Employee Spending, Present Value § 39,009
Payment of Impact Fee to City of Mount Vernan $ 225,000
10 Years Add'l Property Tax Revenue, PILOT vs. Mo Project, Present Value (2) i3 -
Total Fiscal Benefits § 711,348
Foregone One-Time Sales Tax on Construction Sales 5 26,597
Foregone One-Time Mortgage Recording Tax $ 270,000
10 Years Foregone Property Tax Revenue, Present Value § 327,984
Total Costs of Financial Assistance § 624,581
Benefits to Costs (§711,348 / 5624,581) 1.14

(1) Sales tax on construction materials anticipated to be purchased in the county only.

(2) Assumnes existing PILOT is extended. Payments under new PILOT are lower than under the existing PILOT
and there is no net gain in tax revenue from the Project,
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Community Benefits:

Affordable Housing Units

The Project involves the rehabilitation and retention of 144 affordable housing units at 60%
AMI or below.

Positive Tax Impact

As noted above, the benefit to cost ratio is $1.14 of County tax revenue generated for each $1
of foregone County tax revenue.

Job Retention

While the Project will not create any new jobs, it will retain six existing jobs in administrative,
management, and maintenance functions and a total of 40 direct, indirect and induced jobs
including those created by tenant household spending.



	Applicant background:
	Project description:
	Economic Impact Report Highlights (prepared by Camoin 310 – WIDA Contract Economists):
	 The creation of 41 jobs during the construction phase of the Project with $4.5 million in earnings.
	 Estimated annual County sales tax revenue of $51K from household spending and on-site operations and $506K of revenue over ten-years.
	 The annual retention/creation of 40 total jobs (including indirect and induced jobs) from on-site operations and household spending with $1.9M of earnings.
	 $1,264,398 of County tax revenues generated from amended PILOT payments over ten-years beginning in 2021 ($1,366,471 of County property tax revenues would be generated under existing PILOT agreement for a net reduction of $102,073 in County tax reve...
	 Additional one-time County sales tax revenue of approximately $32K (construction phase).
	Construction Phase
	The Project will generate $1.14 of County tax revenues for each $1.00 of County incentives awarded. The table below, prepared by Camoin 310, compares the County tax benefits of the Project, to the foregone revenues, or estimated costs. As the issuance...
	Community Benefits:

