Chapter 4: Socioeconomic Conditions

A. INTRODUCTION

This chapter describes the socioeconomic changes that could result from the Proposed Project and
assesses whether these changes could result in significant adverse impacts. As defined in the 2020
City Environmental Quality Review (CEQR) Technical Manual, the socioeconomic character of
an area includes its population, housing, and economic activity. Even when socioeconomic
changes would not result in significant impacts, the CEQR Technical Manual recommends that
they be disclosed if they would affect land use patterns, low-income populations, the availability
of goods and services, or economic investment in a way that changes the socioeconomic character
of the area.

As described in Chapter 1, “Project Description,” the Proposed Project is a comprehensive
redevelopment initiative to create a modernized, transit-oriented mixed-use district centered
around Penn Station. The Project Area, described in further detail in Chapter 1, “Project
Description,” is roughly bounded by West 34th Street to the north, Sixth Avenue to the east, West
30th Street to the south, and Ninth Avenue to the west (see Figure 1-1). The Project Area includes
Madison Square Garden (MSGQG), the Farley Office Building/Moynihan Train Hall, Manhattan
Mall, Hotel Pennsylvania, and large office buildings such as 1 Penn Plaza, 2 Penn Plaza, and 11
Penn Plaza. Within the Project Area, the Proposed Project would facilitate new mixed-use
development on Sites 1 through 8 as well as below-grade public transportation improvements and
public realm improvements. Sites 1 through 8 are described in further detail and shown in Figure
3-1 in Chapter 3, “Land Use, Zoning, and Public Policy.”

Based on the locations of the development sites, the Proposed Project would displace a number of
existing uses, including residential units, offices, hotels, retail establishments, community facili-
ties, and parking. When considering the amount of potential displacement and the scale of new
development, the Proposed Project could result in direct and indirect changes to the socioeconomic
character of the area. Thus, a further assessment of socioeconomic conditions is warranted.

This Environmental Impact Statement (EIS) assesses an interim analysis year (Phase 1) of 2033
and a final analysis year (Phase 2) of 2044. Development scenarios for future conditions with and
without the Proposed Project (the With Action and No Action conditions, respectively) for the
2033 and 2044 analysis years and the incremental development in each analysis year are described
in Chapter 2, “Analytical Framework.”"

' This chapter references data sources collected for years and time periods prior to the COVID-19

pandemic, which has changed short-term economic conditions. Data from recent years prior to the
COVID-19 pandemic is expected to be reasonably representative of the economic conditions after the
pandemic subsides and the region reopens._For certain analyses, data from 2022 is provided as a
supplement when pertinent.
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As discussed in Chapter 2, “Analytical Framework,” this FEIS considers two potential
development scenarios for the Proposed Project—a Maximum Commercial Scenario and a
Maximum Residential Scenario. The scenario that would result in the more conservative analysis
is analyzed for each technical area. For this assessment of socioeconomic conditions, the more
conservative scenario is analyzed for each area of analysis. Specifically, the analysis of indirect
residential displacement analyzes the Maximum Residential Scenario and the analyses of indirect
business displacement, and adverse effects on specific industries analyze the Maximum
Commercial Scenario, in accordance with the guidance of the CEQR Technical Manual. The
analysis of direct business displacement analyzes both scenarios. The potential impacts related to
direct residential displacement would be the same under either scenario and therefore that
assessment does not specify a particular scenario for analysis. For the economic and fiscal impact
analyses in this chapter, the assessment analyzes both the Maximum Commercial Scenario and

the Maximum Residential Scenario to assess the potential benefits to New York City and New
York State.

B. PRINCIPAL CONCLUSIONS

The Proposed Project would generate substantial economic benefits for New York City and New
York State and would not result in significant adverse socioeconomic impacts for any of the five
areas of analysis considered in accordance with CEQR Technical Manual guidance: (1) direct
residential displacement, (2) direct business and institutional displacement, (3) indirect residential
displacement, (4) indirect business and institutional displacement, and (5) adverse effects on
specific industries. Conclusions related to each of the five areas of potential socioeconomic
impacts are summarized below. These conclusions are followed by a summary of economic
benefits that would be generated by the Proposed Project.

DIRECT RESIDENTIAL DISPLACEMENT

The Proposed Project would directly displace an estimated 214 residents living in 128 residential
units_on Sites 1, 2, and 3.? This direct displacement estimate conservatively includes all housing
units on the development sites regardless of their current occupancy status or the terms upon which
they would be vacated. The potential displacement of these residents would occur prior to the
demolition of existing buildings, at an early stage of development during Phase 1 of the Proposed
Project (which is assumed to be completed by 2033). Based on guidelines in the CEQR Technical
Manual, the direct displacement of these residents, although causing individual disruption, would
not result in a significant adverse impact because they do not represent a significant portion of the
study area population (the 214 residents represent less than five percent of the study area
population), and they do not have socioeconomic characteristics that differ markedly from the
study area population as a whole.

2

The estimate of directly displaced residents is updated to reflect the average household size of Manhattan
Community Districts 4 and 5 based on the New York City Department of City Planning estimates derived
from the 2020 U.S. Decennial Census (1.67 persons per households). This estimate assumes all units
would be occupied in the No Action condition, however the approximately 55 SRO units on Site 1 are
currently vacant and unregistered.
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DIRECT BUSINESS AND INSTITUTIONAL DISPLACEMENT

By 2044, the Proposed Project under the Maximum Commercial Scenario would result in the
direct displacement of an estimated 8,937 employees and 472 firms. Prior to the demolition of
buildings in Phase 1 (by 2033), an estimated 3,747 employees at 353 firms would be displaced.
Prior to the demolition of buildings that would be redeveloped in Phase 2, an estimated 5,190
employees at 119 firms would be displaced. The potentially displaced workers represent
approximately three percent of total jobs in the_l-mile study area. Businesses and institutions
subject to direct displacement are involved in a variety of industries including Professional,
Scientific, and Technical Services; Manufacturing; Information; Accommodation and Food
Services; and Retail Trade. The proportion of displaced jobs by sector would not exceed five
percent of the sector jobs within the Y4-mile study area, with the exception of the following: Retail
Trade (nine percent); Manufacturing (seven percent); and Professional, Scientific, and Technical
Services (six percent).

Although displaced businesses and employees would experience disruption, the Proposed Project
would not cause a significant adverse direct business and institutional displacement impact because

the potentially displaced businesses and institutions provide goods and services that would still be
found within the Y-mile study area and that would continue to be available to local residents and
businesses. None of the businesses or institutions serve a customer base that is uniquely dependent
upon their location within the_“%-mile study area, nor are they subject to regulations or publicly
adopted plans aimed at preserving, enhancing, or otherwise protecting them in their current location.

While the potentially displaced establishments and jobs are valuable individually and collectively to
the City, the Proposed Project would provide modern office, retail, and hotel space in an area of the
City where the commercial building stock is aging and in need of revitalization. The Proposed
Project is necessary to maintain the Project Area’s competitiveness and connectivity as a business
district within the City and region. The Proposed Project would result in a net increase of 10.0 million
gross square feet (gsf) of office space, and 118,000 gsf of retail space over what would be developed
in the No Action condition. This amount of new commercial space would create opportunities for
new businesses to locate within the Project Area. Furthermore, potentially displaced businesses
would be able to find comparable space within the “4-mile study area or the City at large.’

Based on available information, the Proposed Project would displace 17 music-related businesses?
that provide services to musicians and artists. The music-related businesses in the Project Area
serve a broader trade area beyond the local economy and the Y4-mile study area. Thus, the direct
displacement of some of these music-related businesses would not cause a significant adverse
impact under the CEQR Technical Manual methodology as there are alternative venues that
provide comparable services and employment opportunities within the '4-mile study area,
borough, and City at large. The displaced businesses would also be able to find comparable space
within the 4-mile study area or the City at large.

3 According to CoStar Q4 2019, the office vacancy rates for Midtown Manhattan and Manhattan at large

were both approximately 8.1 percent._As of Q1 2022, the office vacancy rate for Midtown Manhattan
was 12.4 percent and the office vacancy rate for Manhattan at large was 12.3 percent.

4 Reference USA Data (2019), fieldwork research (May 2020 — July 2020), and desktop research were
used to identify specific businesses in the study area. As of March 2022, some of these businesses may
have closed or relocated to new locations outside the Project Area.
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INDIRECT RESIDENTIAL DISPLACEMENT

The Proposed Project is not anticipated to result in significant adverse impacts due to indirect
residential displacement. The Proposed Project would include up to 1,798 residential units, of
which 30 percent (up to 540 units) would be permanently affordable. The Proposed Project under
the Maximum Residential Scenario is anticipated to result in a new population with higher
incomes than the existing population and the increase in population due to the Maximum
Residential Scenario is large enough to potentially affect real estate market conditions in the Y-
mile study area, as it would increase the “-mile population by over 5 percent. However, the Y4-
mile study area is already experiencing a trend of increasing rents and the Proposed Project would
not create or accelerate this trend. Absent the Proposed Project, the 4-mile and Y5-mile study area
are expected to continue to experience the existing trend of increasing rents and increasing
household incomes. The affordability requirement of the Proposed Project would also result in
more affordable units in the Project Area than in the No Action condition. The Proposed Project
would support the socio-economic diversity of the study area and ensure that households with a
range of incomes could remain in the neighborhood. Therefore, the Proposed Project would not
result in significant adverse impacts due to indirect residential displacement.

INDIRECT BUSINESS AND INSTITUTIONAL DISPLACEMENT

The Proposed Project would not result in significant indirect business or institutional displacement
impacts and, in general, existing businesses would benefit from the larger customer base that
would be created by the worker and visitor populations introduced by the Proposed Project. While
the introduction of new workers and visitors could alter existing economic patterns in certain
portions of the study area, these changes would not lead to a substantial amount of indirect
business or institutional displacement. Although the Proposed Project would directly displace
8,937 employees, the Proposed Project under the Maximum Commercial Scenario would support
54,400 new permanent jobs within the Project Area. Existing businesses could capitalize on new
demand from both the worker population_and services required from the new businesses in the
area such that an increase in sales and services rendered could offset potential increased rents. In
addition, the analysis found that neighboring submarkets are either consistent in development
trends with the Proposed Project or are well-established commercial districts that have remained
relatively stable within the Midtown market. In certain retail and commercial districts, the effects
of rezoning efforts in Chelsea and the Garment District have already led to displacement of certain
businesses in specific sectors (e.g., Manufacturing, Wholesale Trade), even in the absence of the
Proposed Project. These displacement trends would be expected to continue to occur irrespective
of the Proposed Project through the final analysis year of 2044.

The types of businesses and institutions that are most vulnerable to indirect displacement include
Manufacturing and Wholesale Trade sector jobs that are housed in traditionally industrial-class
real estate. Institutional uses are also vulnerable to displacement, since these uses may be less
compatible with economic trends. Overall, these categories of businesses and institutions are not
unique to the study area and do not have locational needs that would preclude them from relocating
elsewhere in Manhattan or to Brooklyn, Queens, or the Bronx. In the case of the Garment District,
garment manufacturing and wholesale establishments have already been dispersing and growing
in smaller clusters outside of Manhattan due in part to the changing nature of retail supply chain
distribution networks. Based on the assessment of displaced businesses, the potentially displaced
products and services may be found elsewhere within the %-mile study area. As noted earlier, the
Ya-mile study area is already experiencing a trend of displacement of Manufacturing and
Wholesale Trade businesses and this trend is expected to continue, even in the absence of the
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Proposed Project. Thus, the potential_indirect displacement of businesses and institutions would
not have a significant adverse impact on remaining businesses and residents in the %-mile study
area.

ADVERSE EFFECTS ON SPECIFIC INDUSTRIES

The Proposed Project would not result in a significant adverse impact on business conditions in
any specific industry or any category of businesses. In addition, the Proposed Project would not
indirectly substantially reduce employment or impair the economic viability in any specific
industry or category of business. The analysis of direct business displacement studies the potential
for adverse impacts due to the potential direct displacement of 17 music-related businesses. The
Proposed Project would not significantly affect business conditions in the music industry,
substantially reduce employment, or impair the economic viability of the music industry.

ECONOMIC AND FISCAL BENEFITS

PROPOSED PROJECT’®

Transit-oriented developments have the potential to create economic benefits for the local and
regional economies. The Proposed Project would increase the density and capacity for additional
businesses and firms through new commercial spaces within the Project Area. It would provide
substantial, new high-density and commercial development proximate to Penn Station. The
generation of new, permanent direct and indirect jobs in New York City and New York State would
produce ongoing fiscal benefits for both New York City and New York State, including income and
sales tax revenues. The new commercial spaces within the Proposed Project would enable greater
business activity for current and new establishments located in and around Penn Station.

Additionally, residential developments in the Proposed Project would add a new population to the
area. These residents would spend a portion of their incomes on sales-tax-applicable items and would
generate fiscal benefits to both New York City and New York State.

Based on estimated total development costs (not including the reconstruction or potential
expansion of Penn Station) of $10.4 to $10.9 billion (in 2020 dollars), the construction of the
Proposed Project buildings would generate approximately 66,700 to 70,200 direct and indirect®
person-years of construction-related employment’ in New York City, and approximately 79,700
to 83,800 direct and indirect person-years of employment in New York State.® In turn, the
construction-related employment would generate $6.7 to $7.0 billion in wages in New York City

The estimates set forth in this section do not include the economic benefits to New York City or New
York State of improving the Penn Station rail facilities; those benefits are described in the “Penn Station
Expansion” section, below.

Direct effects include the number of jobs, outputs, and earnings in the completion of the construction of
the Proposed Project or in the operation of the Proposed Project. Indirect effects include jobs, outputs,
and earnings related to business-to-business expenditures or increased input demand.

Temporary construction employment—which is measured in “person-years”—is equal to the
employment of one person for one year. A “person-year” is estimated by dividing the labor costs of the
Project (assumed to be 50 percent of hard costs) by the cost of a construction worker on site per year
(i.e., approximately $109,061 in New York County according to the 2019 New York State Department
of Labor Quarterly Census of Employment and Wages).

A person-year is the equivalent of one person working full-time for a year.
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and $7.7 to $8.1 billion in wages in New York State. In terms of total economic output,
construction of the Proposed Project would generate $14.8 to $15.6 billion in economic activity
in New York City and $19.4 to $20.4 billion in New York State overall.

During annual operations, upon full build-out the Proposed Project would support an estimated
48,400 to 54,400 direct full-time equivalent (FTE) jobs. Job growth within the Project Area has
been stagnant compared to the study area, and the new employment generated by the Proposed
Project would serve to revitalize the Project Area into a modernized commercial district. In New
York City, the Proposed Project would generate 49,700 to 56,100 indirect FTE jobs, for a total of
98,100 to 110,500 FTE jobs. In New York State, the Proposed Project would generate an
additional 65,800 to 74,200 indirect FTE jobs for a total of 114,200 to 128,600 FTE jobs. This
would generate $8.6 to $9.7 billion in total annual earnings within New York City and $9.7 to
$10.9 billion in total annual earnings in New York State. In terms of total economic output at
completion, $38.5 to $43.4 billion would be generated annually in New York City and $44.1 to
$49.7 billion in New York State overall.

In addition, the operations of the Proposed Project would generate income tax revenues from

employee wages, sales tax revenues from employee expenditures, and hotel occupancy tax
revenues from hotel activity on Site 4. The total annual tax revenues (excluding property taxes

for New York City, New York State, and MTA are estimated to be $618.8 to $716.8 million. New
York City would receive approximately $235.3 to $283.6 million. New York State would receive
approximately $366.1 to $413.6 million, while MTA would receive approximately $17.3 to $19.6

million in tax revenues. It should be noted that the analysis did not examine whether the benefits
or impacts are net new to New York City and New York State.

This analysis does not include estimates of property tax revenue or other potential real estate
revenues, as the terms of potential payment agreements or other financing options are yet to be
determined. The Proposed Project would help finance transit and public realm improvements in
the Project Area, including the reconstruction of Penn Station and the potential expansion of Penn
Station. As mentioned in Chapter 1, “Project Description,” ESD is exploring multiple financing
options, which may include Payments In Lieu of Taxes (PILOTs), and development rights and
transfer fees that could be monetized to fund a portion of project costs. While the development of
new buildings, and certain site-specific public realm and transportation improvements would be
privately funded with developer equity and private financing based on development agreements,
there would be value-capture frameworks (including PILOTs and other revenues generated by
new development) to offset some of the cost of public improvements, the reconstruction of Penn
Station, and the potential Penn Station expansion. ESD has proposed that the City would continue
to receive current property tax revenues, adjusted annually, on all sites in the Project Area, so the
City would not lose tax revenue. In addition, the PILOT structure would not continue in perpetuity
but rather would be limited to the duration of any financing mechanism utilized to pay for the
Penn Station and related public realm improvements. Thereafter, the PILOT agreements would be
terminated, and the sites would revert to City tax rolls.

POTENTIAL PENN STATION EXPANSION

Enhanced transportation infrastructure, including access/egress to station, street connections, as
well as potential for future cross-Hudson capacity improvements, would allow for greater rail
capacity, as well as improved accessibility for commuters, facilitating job growth in New York
City. The Penn Station reconstruction and potential southward expansion_of Penn Station would
generate new direct and indirect construction-related employment in New York City and New
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York State. In turn, the construction-related employment would generate wages and annual
economic activity in New York City and New York State. Increased rail capacity could also lead
to an increase in economic activity for businesses located in and around the station. The new
construction and economic activity would also generate fiscal benefits for both New York City
and New York State, including income and sales tax revenues and transit fare revenues._The

increased economic activity associated with the reconstruction of Penn Station and the potential
southward expansion is not included in the figures above.

C. METHODOLOGY

The analysis of potential adverse socioeconomic effects applied the methodologies of the State
Environmental Quality Review (SEQR) Handbook and the CEQR Technical Manual. According
to the CEQR Technical Manual, the five principal issues of concern with respect to socioeconomic
conditions are whether a project would result in significant impacts due to: (1) direct residential
displacement; (2) direct business displacement; (3) indirect residential displacement due to
increased rents; (4) indirect business displacement due to increased rents or due to retail market
saturation; and (5) adverse effects on specific industries.

As defined by the CEQR Technical Manual, direct displacement is the involuntary displacement of
residents or businesses from a site or sites directly affected by a project. An example of direct
displacement includes a proposed redevelopment of a currently occupied site for new use or a new
structure. Indirect displacement is defined by the CEQR Technical Manual as the involuntary displace-
ment of residents, businesses, or employees that results from a change in socioeconomic conditions
created by a project. One example of indirect displacement includes business tenant turnover to higher-
paying commercial tenants due to a new, nearby successful office project. Finally, a project may not
displace but may affect the operation of a major industry or commercial operation in the City. In those
cases, the economic impact of the project on that particular industry would be analyzed.

Following CEQR Technical Manual guidelines, preliminary assessments were conducted to learn
enough about the potential effects of the Proposed Project to either rule out the possibility of
significant adverse impacts or to determine that more detailed analysis is required to address the
issue. Detailed analyses were subsequently carried out to address the potential for adverse impacts
due to direct business displacement and indirect business displacement due to increased rents.

The direct and indirect economic benefits of the Proposed Project considered in this socioeconomic
analysis focused on jobs, wages, and outputs. Estimates of permanent jobs to be created by the Pro-
posed Project were provided by two development scenarios, which are defined in Chapter 2,
“Analysis Framework.” These jobs estimates were then used as inputs in an inputs/outputs model (the
RIMS II model of the Bureau of Economic Analysis) that employs multipliers relevant to the study
area and surrounding communities and the economic sectors conducting activities therein. These
multipliers were used to produce estimates of economic outputs (total direct, indirect, and induced
spending) of both temporary construction-related activities and permanent project activities. Esti-
mates of temporary direct jobs generated by construction activities were produced based on estimated
construction costs of the Proposed Project. Average wages were obtained from the Bureau of Labor
Statistics and the New York State Department of Labor, as well as other sector specific sources.

This socioeconomic analysis also examines non-property-tax-related revenues that would be
generated from the ongoing operations of the Proposed Project. These tax revenues include
personal income tax from employee wages, sales tax from employee expenditures, and hotel
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occupancy tax from hotel activity, if any. Tax rates were obtained from the New York City
Department of Finance and the New York State Department of Taxation and Finance.

Permanent job estimates from the two development scenarios and average wages are used as inputs
to estimate the potential personal income tax revenues for New York City, New York State, and
MTA. The analysis uses the Bureau of Labor Statistics May 2019 State Occupational Employment
and Wage Estimates New York data in the skewed normal distribution model to determine the
income distribution by industry.

To estimate sales tax revenues, the analysis uses the 2019-2020 Bureau of Labor Statistics
Consumer Expenditure Survey for the New York metropolitan area to determine spending patterns
for sales-tax-applicable categories. The total expenditures are based on the New York
metropolitan area’s spending patterns at an average annual income of $100,425. The total sales-
tax-applicable expenditures are scaled proportionally to the average New York City wages for
retail, dining, hotel, residential, parking, and community facility. For a conservative estimation,
the total sales-tax-applicable expenditures are capped at the amount reported in the 2019—2020
Consumer Expenditure Survey for the New York metropolitan area (annual income of $100,425 ).2

The average daily rate and the occupancy rate of hotels in New York City in 2019 are used as
inputs to project potential hotel occupancy tax revenues.

As mentioned, it is assumed that the Proposed Project would be completed in two phases: an
interim analysis year of 2033 (Phase 1), and a final analysis year of 2044 (Phase 2). The initial
screenings and preliminary assessments focus on the With Action condition in Phase 2; detailed
assessments evaluate the potential impacts of Phase 1 and 2 separately when appropriate.

DETERMINING WHETHER A SOCIOECONOMIC ASSESSMENT IS APPROPRIATE

According to the CEQR Technical Manual, a socioeconomic assessment should be conducted if an
action may be reasonably expected to create socioeconomic changes in the area affected by the
action that would not be expected to occur in the absence of the action (i.e., the No Action condi-
tion). The following screening assessment considers whether threshold circumstances identified in
the CEQR Technical Manual would lead to socioeconomic changes warranting further assessment.

1. Direct Residential Displacement: Would the Proposed Project directly displace population to
the extent that the socioeconomic character of the neighborhood would be substantially altered?
Residential displacement of less than 500 residents would not typically be expected to alter the
socioeconomic character of a neighborhood.

By the end of Phase 1 in 2033, the Proposed Project would displace an estimated 214 residents
living in 128 units: 62 units located on Site 1; 60 units located on Site 2; and 6 units located on
Site 3 (see Figure 2-1 of Chapter 2, “Analytical Framework™).'® In Phase 2, there will be no
additional residents displaced. There are no residential units on Sites 4, 5, 6, 7, and 8.11

® _New York City’s average office wages exceed the New Y ork metropolitan area’s average annual income
before tax; therefore, the analysis uses the New York metropolitan area’s average annual income to
estimate sales-tax-applicable expenditures for the office workers.

10 Gites 1 through 8 are described in further detail in Chapter 3, “Land Use, Zoning, and Public Policy,”
and Figure 3-1.

1

! The analysis of direct business displacement conservatively assumes that all residential units that would
be displaced would be occupied in the No Action condition, though some are currently vacant.
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While the total number of displaced residents would not exceed the 500-person CEQR Technical
Manual threshold warranting full assessment (and thus would not be expected to alter socioeco-
nomic character), this chapter includes an assessment of direct residential displacement to confirm
whether this assumption is correct. Additional analysis on direct residential displacement is found
in Section F, “Preliminary Assessments.”

2. Direct Business Displacement: Would the Proposed Project directly displace more than
100 employees, or would it displace any business that is unusually important because its
products or services are uniquely dependent on its location, are subject of policies or plans
aimed at its preservation, or that serves a population uniquely dependent on its services in
its present location?

The Proposed Project_under the Maximum Commercial Scenario would directly displace an
estimated 8,937 employees from the development sites. The number of employees displaced by
the Proposed Project exceeds the CEQR Technical Manual threshold of 100 employees,
warranting assessment. Further analysis on direct business and institutional displacement is found
in Section F, “Preliminary Assessments.”

3. Indirect Residential Displacement due to increased rents: Would the Proposed Project result
in substantial new development that is markedly different from existing uses, development, and
activities within the neighborhood? Residential development of 200 units or less would typically
not result in significant socioeconomic impacts.

The objective of an indirect residential displacement assessment is to determine whether a project
would either introduce a trend or accelerate a trend of changing socioeconomic conditions that
may potentially displace an economically vulnerable population to the extent that the socioeco-
nomic character of the neighborhood would change. According to CEQR Technical Manual guid-
ance, an assessment of indirect residential displacement should be conducted for actions that result
in the incremental development of more than 200 residential dwelling units. The Proposed Project
under the Maximum Residential Scenario would introduce more than 200 residential dwelling
units over the No Action condition and therefore an assessment of indirect residential displace-
ment due to increased rents is_warranted.

4a. Indirect Business Displacement due to increased rents: Would the Proposed Project result
in substantial new development that is markedly different from existing uses, development, and
activities within the neighborhood? Commercial development of 200,000 square feet (sf) or less
would typically not result in significant socioeconomic impacts.

Similar to indirect residential displacement, the concern with respect to indirect business displace-
ment is whether a project could lead to increases in property values, and thus rents, making it
difficult for some businesses currently in the area to afford their rent. The Proposed Project would
result in commercial development exceeding the 200,000-sf threshold, warranting additional
analysis. Additional analysis on indirect business and institutional displacement due to increased
rents is found in Section F, “Preliminary Assessments.”

4b. Indirect Business Displacement due to market saturation: Would the Proposed Project add
to, or create, a retail concentration that may draw a substantial amount of sales from existing
businesses within the study area to the extent that certain categories of business close and
vacancies in the area increase, thus resulting in a potential for disinvestment on local retail
streets? A project resulting in less than 200,000 sf of retail on a single development site would
not typically result in socioeconomic impacts.
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An analysis of indirect business displacement due to retail market saturation (i.e., competitive ef-
fects) is not warranted. The Proposed Project under the Maximum Commercial Scenario would
introduce approximately 118,000 gsf of retail use over what would be expected in the No Action
condition. Based on CEQR Technical Manual guidelines, for projects such as this, where
development is located on multiple sites across a broad Project Area, a preliminary assessment of
retail market saturation is warranted for retail developments on a single site in excess of 200,000 gsf
or if the project as a whole includes in excess of 200,000 gsf of “regional-serving” retail (i.e., not the
type of retail that primarily serves the population already in the area for reasons other than the retail
stores). In the With Action condition, the Proposed Project as a whole has an increment of less than
200,000 gsf of regional-serving retail. In the case of the Manhattan Mall site (Site 8), which currently
has 272,000 gsf of regional-serving retail_(all of which is currently closed), there would be a net
reduction of 66,000 gsf of regional-serving retail with the Proposed Project.

The new retail within the Proposed Project would primarily serve the day-to-day needs of existing
workers, the Proposed Project’s worker population (commuters who are going to and from Penn
Station), and local residents. As one of the main transportation hubs of Manhattan’s Central Busi-
ness District, hundreds of thousands of people pass through the Project Area each day; the retail
development associated with the Proposed Project would serve as an amenity for this population.
Thus, the Proposed Project would not add to, or create, a retail concentration that would signifi-
cantly draw from existing businesses within the study area.

5. Adverse Impacts on Specific Industries: Is the Proposed Project expected to affect condi-
tions within a specific industry? An analysis is warranted if a substantial number of residents
or workers depend on the goods or services provided by the affected businesses or if it would
result in the loss or substantial diminishment of a particularly important product or service
within the industry.

Since the Proposed Project would result in direct and indirect business displacement, a preliminary
assessment of effects on specific industries was conducted to determine whether the Proposed
Project would significantly affect business conditions in any industry or category of businesses
within or outside the study area, or whether the Proposed Project would substantially reduce em-
ployment or impair viability in a specific industry or category of businesses. Additional analysis
on adverse impacts on specific industries is found in Section F, “Preliminary Assessments.”

CONCLUSION OF THE INITIAL SCREENING

Based on this initial screening, a preliminary assessment is warranted for direct residential dis-
placement, direct business and institutional displacement,_indirect residential displacement,
indirect business and institutional displacement due to increased rents, and adverse impacts on
specific industries. Additional analysis is found in Section F, “Preliminary Assessments.”

D. STUDY AREA

A study area is the area within which a project has the greatest potential to affect change. For a
socioeconomic analysis, it is the area within which there is the greatest potential to directly or
indirectly affect population, housing, and economic activities. As per the CEQR Technical
Manual, the primary study area for socioeconomic analysis typically is coterminous with the study
area for land use analysis (for this EIS, a '4-mile radius surrounding the Project Area, as further
defined in Chapter 3, “Land Use, Zoning, and Public Policy”). In addition to the primary study
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area, a secondary study area, a “,-mile radius surrounding the Project Area, is analyzed for the
assessment of indirect residential displacement.

The CEQR Technical Manual states that it is appropriate to adjust a study area to align with

geographic boundaries such as census tracts to assess socioeconomic conditions. The primary Y-
mile study area roughly approximates seven New York County_(Manhattan) census tracts (see

Table 4-1), which are used to analyze potential impacts on socioeconomic conditions. As shown
in Figure 4-1, the primary study area is roughly bounded by West 39th Street to the north, Fifth
Avenue to the east, West 25th Street to the south, and Tenth Avenue to the west. The Project Area
spans over nine blocks within the study area and lies within New York County census tracts 101
and 103. This Project Area would experience the greatest change as a result of the Proposed Project
and would have the greatest potential to experience socioeconomic changes from the Proposed
Project. Where relevant for comparison, Project Area statistics are also provided.

Table 4-1
Census Tracts within the Project Area and Primary Study Area
Project Area Study Area ("-mile radius)

Census Tract 76, New York County, New York
Census Tract 95, New York County, New York
Census Tract 97, New York County, New York
Census Tract 109, New York County, New York
Census Tract 111, New York County, New York
Census Tract 101, New York County, New York
Census Tract 103, New York County, New York
Note: Refer to Figure 4-1 for Project Area and study area boundaries.

Source: U.S. Census Bureau, 2020.

Census Tract 101, New York County, New York
Census Tract 103, New York County, New York

According to the CEQR Technical Manual, the study area may be expanded to a "2-mile radius if
it is expected that the Proposed Project would increase population by five percent. Further, the
analysis may begin with a “-mile radius and then expand to a “2-mile radius if the preliminary
assessment determines that an increase in population would exceed five percent. The preliminary
assessment presented below concludes that the Maximum Commercial Scenario would not
increase the population within the -mile radius by greater than five percent. In addition, beyond
the “-mile radius, the characteristics of the neighborhood begin to change and areas on the
periphery are more connected to other distinctive commercial district clusters, such as Times
Square and Grand Central Terminal. The Maximum Commercial Scenario would not impact so-
cioeconomic patterns beyond the Y4-mile study area.

The Maximum Residential Scenario would increase the “-mile area population by an estimated
1,737 people, which based on the projected No Action Y4-mile area population in the Project Area
represents an approximately 6.6 percent increase, warranting additional consideration of a larger,
approximately '4-mile study area. The census tracts that constitute the 4-mile “primary study
area” and the 5-mile “secondary study area” are shown in Figure 4-1. The secondary study area
includes the census tracts within the primary study area as well as Census Tracts 56, 58, 72, 74,

82, 84, 87,91, 93, 99.01, 99.02, 99.03, 113, 115, and 119, and is roughly bounded by West 46th
Street to the north, Third Avenue to the east, West 18th Street to the south, and the Hudson River

to the west.

The CEQR Technical Manual also recommends using subarea analyses when special considera-
tions apply. These special considerations include differing land use characteristics or real estate
trends distinct in one subarea from the remainder of the study area. This is not applicable in the
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case of the Proposed Project, so primary and secondary study areas are most appropriate. How-
ever, as noted above, the analysis at times refers to the Project Area specifically or its census tracts
in reference to existing conditions or displacement analysis.

In certain cases, census-tract-level data were not available. For instance, employment trend data
is most readily available through public sources at the ZIP code level, and thus ZIP code areas
were used to approximate the primary study area for employment trend analysis. For the primary
study area, ZIP codes 10001, 10018, 10119, 10120, 10121, 10122, 10123, and 10199 were used
whenever data was available (see Figure 4-2). Furthermore, for real estate analysis, the Penn
Plaza-Garment District submarket was used to represent the Project Area, while the study area
overlapped with several other real estate markets including Hudson Yards, Chelsea-NoMad (North
of Madison Square Park), and Murray Hill (see Figure 4-3).'> Additional information on data
sources and their application to specific analyses is provided in the forthcoming sections.

E. DATA SOURCES

This study utilizes data from multiple sources to perform the various analyses. Information
pertaining to socioeconomic conditions draws upon data from the five-year American Community
Survey (ACS) of the U.S. Census Bureau from 2006-2010 and 2014-2018, the 2010 and 2020
U.S. Decennial Censuses, the New York City Department of City Planning (DCP) Population

Factfinder, and Social Explorer. Data from prior to 2020 is expected to be reasonably

representative of the economic conditions after recovery from the COVID-19 pandemic and more
recent data is used to supplement when pertinent. Data was collected for the Project Area and study

areas where appropriate. Where relevant, data was also collected for the Borough of Manhattan
and New York City more broadly. Several characteristics were analyzed including population
count, household count, median and mean household income, median rent, median home value,

and poverty status. Dollar estimates have been adjusted to 2019 dollars using the U.S. Department
of Labor Consumer Price Index (CPI) for the New York-New Jersey-Pennsylvania region to allow
for comparison between data sources.

Real estate market information was collected from the DCP Primary Land Use Tax Lot Output
(PLUTO) database, the hotel industry data aggregator STR, Inc. (STR), and the real estate
analytics database. PLUTO and STR data were used primarily to determine existing conditions of
market inventory, while StreetEasy and CoStar were used to assess real estate market trends. For
real estate market data, several characteristics were analyzed between 2014 and 2019, _with
supplemental data from 2022 when pertinent, including inventory, market rents, leasing activity,
vacancy, and absorption. Moreover, real estate market data is usually compiled by ZIP code or by
real estate submarket boundaries as defined by CoStar and other real estate brokerage firms. Data
were collected for a number of real estate submarkets, including the Penn Plaza-Garment District,
Hudson Yards, Chelsea-NoMad, Murray Hill, and Greater Midtown (see Figure 4-3)."* When

Although the Hudson Yards submarket may be reported as coterminous with the Penn Plaza-Garment
District in some real estate market information sources, this analysis treats the two as separate
submarkets where the data was available. Real estate submarket boundaries are further described in
Section H, “Detailed Analysis of Indirect Business and Institutional Displacement” (see Figure 4-3).

Greater Midtown includes the entirety of the following submarkets: Penn Plaza-Garment District,
Hudson Yards, Chelsea, Murray Hill, Gramercy Park, Times Square, Midtown East (Grand Central,
Plaza District, U.N. Plaza), and Columbus Circle. Real estate submarket boundaries are further described
in Section H, “Detailed Analysis of Indirect Business and Institutional Displacement” (see Figure 4-3).
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Chapter 4: Socioeconomic Conditions

applicable in the analysis, the geographic definitions for these market boundaries are further
described.

Employment trend data were collected from U.S. Census Bureau ZIP Code Business Patterns
(ZBP) and U.S. Census Bureau Longitudinal Employer-Household Dynamics (LEHD). Employ-
ment data from ZBP is not available for areas smaller than ZIP codes. Because the U.S. Census
Bureau, through ZBP and LEHD, aggregates at this level of geography, the analysis is based on
ZIP code areas.'* Employment trends from the ZIP codes approximating the study area were
obtained to present an employment profile of jobs and firms in the study area.

Reference USA data and fieldwork research were used to identify specific businesses in the study
area. Reference USA data were obtained for a recent pre-pandemic year (2019). Data for historic
years_were not available on Reference USA. The data identified businesses, business
characteristics, and estimated employee counts for the study area. Additional fieldwork, from May
2020 through July 2020, was conducted to verify some of the business counts and characteristics
in Reference USA datasets. This fieldwork was conducted during the COVID-19 pandemic;
however, as noted above, data from 2019 (pre-pandemic) was the primary source of data.
Moreover, additional businesses were identified via desktop research.

An assessment of neighborhood services and retail districts is based on fieldwork conducted from
May 2020 through July 2020. This fieldwork was conducted during the COVID-19 pandemic but
was supplemented with real estate submarket data from 2019 to account for any increase in vacan-
cies due to the pandemic. Data from 2019 is expected to be reasonably representative of the eco-
nomic conditions after the COVID-19 pandemic. The inventories of businesses compiled include
those within major retail districts in the study area (see Figure 4-4). Retail districts surveyed are
described in Section G, “Detailed Analysis for Indirect Business and Institutional Displacement.”

Additional details on the principal data sources used are as follows (presented alphabetically):

e ACS 5-Year Estimates, 20062010 and 2014-2018
ACS presents statistically estimated data gathered over a specified period of time rather than a single
point in time. The estimates provide increased accuracy/reliability for small population areas.

e Bur f Labor isti

Bureau of Labor Statistics and Census Bureau undertake the Consumer Expenditure Survey
for the New York metropolitan area and Occupational Employment and Wage Statistics for
New York State, which are used to estimate the fiscal benefits of the Proposed Project.

e Bureau of Economic Analysis RIMS II Multipliers

The analysis in this chapter uses RIMS II Multipliers for New York City and New York State
to calculate the total economic impact of the Proposed Project, including direct, indirect, and
induced jobs and wages. The multipliers are used to calculate the total economic output as
well as indirect and induced job and wage estimates for New York City and New York State.

e CoStar

CoStar provides commercial real estate data for retail, commercial office, multifamily, and
other property types, and is widely considered the industry standard for real estate data. This

As shown in Figure 4-2, ZIP codes that most closely approximate the Study Area were used to analyze
employment patterns from ZBP (10001, 10018, 10119, 10120, 10121, 10122, 10123, and 10199) and
LEHD (10001, 10018, 10119, and 10199 only due to data availability).
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chapter uses CoStar as a source for office and retail rents, vacancy, leasing activity, absorption,
and inventory.

e DCP Population FactFinder

DCP Population FactFinder was used to provide demographic information in this chapter.
DCP Population FactFinder provides detailed population and housing profiles for user-defined
areas within New York City using data from decennial censuses and the five-year ACS.

e DCP Primary Land Use Tax Lot Output

DCP PLUTO provides extensive land use and geographic data at the tax lot level. DCP
PLUTO was used to provide information about real estate inventory in the Project Area and
study area.

¢ Longitudinal Employer-Household Dynamics / OnTheMap

Maintained by the U.S. Census Bureau, LEHD and OnTheMap datasets were used to provide
worker counts for the study area. LEHD combines data from the Quarterly Census of
Employment and Wages with data from the U.S. Census and other surveys. From these data,
the LEHD program creates statistics on employment, earnings, and job flows at detailed levels
of geography and industry and for different demographic groups.

° York City Department of Finance and New York State Department of Taxation
and Finance

2021 tax rates are obtained from the New York City Department of Finance and the New York
State Department of Taxation and Finance.

e New York State Department of Labor Quarterly Census of Employment and Wages
The Quarterly Census of Employment and Wages from the fourth quarter of 2019, produced by
the New York State Department of Labor, was employed to determine wages for economic
impacts.

e New York State Department of Homes and Community Renewal
The New York State Department of Homes and Community Renewal provides database
information on buildings containing rent-stabilized units.

e Primary Fieldwork and Sources

This study uses information obtained from fieldwork and other primary sources. Fieldwork,
from May 2020 to July 2020, was conducted to verify business counts and ground floor retail
tenants. Other primary sources include the New York State Urban Development Corporation
d/b/a Empire State Development (ESD) and individuals working in the study area. Additional

desktop research was conducted in March 2022.

e Reference USA

A division of Infogroup, Reference USA was used to provide an estimate of potentially displaced
businesses and business locations. Reference USA provides locational and operational information
for over 14 million U.S. businesses nationwide. The Reference USA database contains company
names, estimated employee counts, estimated revenues, locations, industry, and many other
characteristics of the business sectors and workforce in both the Project Area and study area.
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e STR, Inc.

A division of CoStar, STR, Inc. provides data on inventory, occupancy, average daily rates,
revenue per room, and other metrics for hotels. This study uses STR data for Manhattan to
analyze the hotel market in the study area.

e StreetEasy

A subsidiary of Zillow, Inc., StreetEasy is an online real estate database and website providing
rental listings, leasing history, and other property information. This study uses StreetEasy data
to analyze residential rents in the study area.

e Social Explorer

Social Explorer is a demographic data visualization and research website that agglomerates a
variety of data including data from the ACS and U.S. Decennial Census.

e U.S. Decennial Census 2010_and 2020

Data figures from the U.S. Decennial Census were used in this report. The 2010_and 2020
census figures are used to analyze trends over time in residential and socioeconomic data.

e ZIP Code Business Patterns

Maintained by the U.S. Census Bureau, ZBP provides annual statistics for businesses with
paid employees within the U.S. at the ZIP Code level. Information is available on the number
of establishments, employment, first quarter payroll, and annual payroll.

F. PRELIMINARY ASSESSMENTS

As described above, a preliminary assessment is warranted for direct residential displacement,
direct business and institutional displacement,_indirect residential displacement, and indirect
business and institutional displacement due to increased rents, and adverse impacts on specific
industries.

Preliminary assessments are conducted to learn enough about the potential effects of the Proposed
Project to either rule out the possibility of significant adverse impacts or determine that a more
detailed analysis is required to fully determine the extent of the impacts. A detailed analysis is
designed to examine existing conditions and then evaluate the changes to those conditions in the With
Action condition as compared with the changes that would be expected in the No Action condition.

DIRECT RESIDENTIAL DISPLACEMENT

According to the CEQR Technical Manual, direct residential displacement is not by itself a
significant socioeconomic impact. Impacts from residential displacement may occur if the
numbers and types of people being displaced would alter the socioeconomic character of a
neighborhood and perhaps lead to indirect displacement of remaining residents. An analysis of
direct residential displacement determines the amount of displacement relative to the study area
population, and then compares and contrasts the average incomes of displaced residents with the
average income of all residents in the study area population.

Direct residential displacement is defined as the involuntary displacement of residents from the
site of a proposed action. There are several instances by which a resident may not be considered
directly displaced under the considerations of the CEQR Technical Manual. For instance, a
property owner of an owner-occupied unit electing to sell its dwelling would not be considered
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directly displaced. However, in order to provide a conservative estimate under CEQR Technical
Manual guidelines, this analysis assumes that all residential units, both owner-occupied and
renter-occupied, would be directly displaced. This analysis also assumes that all units to be

displaced would be occupied in the No Action condition, though some are currently vacant.

Following CEQR Technical Manual guidelines, the preliminary assessment evaluates the
following interrelated threshold indicators (listed in bold italics below) to determine the potential
for significant adverse impacts from direct residential displacement._The study area for the

analysis of direct residential displacement is the Y4-mile study area.

1. Determine if displaced residents represent a substantial or significant portion of the
population within the study area. Displacement of less than five percent of the primary study
area population would not typically represent a substantial or significant portion of the
population.

Table 4-2 presents the population and household data for the study area. The study area population
was 17,410 in 2010 and increased to 25,120 by 2020. The study area contained 7,990 households
in 2010 and experienced a 25 percent increase to 10,015 households in 2018.

Table 4-2
Residential Population and Households
Factor 2010 2020 Change
Total Population 17,410 25,120 44 3%**
Total Households 7,990* 10,015* 25.3%**
Note:

¥ 202 n h hol is n vailable. The numbers of h holds r ve ar

** If margin of error (MoE) of the difference is greater than one-third of the difference but less than the
difference itself, a percentage change cannot be estimated with confidence. Directionality
(increasing or decreasing) is reported. If the MoE of the difference is less than one-third of the
difference, the change is reported. If the MoE of the difference is greater than the difference, a
change in direction or percentage change cannot be estimated with confidence then neither the
change nor the directionality is reported (NA).

Source: DCP Population Factfinder, 2022; 2010 Census; 2020 Census; ACS 2006-10; ACS 2014-

18.

Within the study area, three development sites contain residential units that would be displaced by
the Proposed Project: Site 1 (part of Block 754), Site 2 (Block 780), and Site 3 (part of Block
806)."° Site 1 is roughly bounded by West 31st Street to the north, Ninth Avenue to the west, West
30th Street to the south, and Eighth Avenue to the east. Site 2 is roughly bounded by West 31st
Street to the north, Eighth Avenue to the west, West 30th Street to the south, and Seventh Avenue
to the east. Site 3 is roughly bounded by West 3 1st Street to the north, Seventh Avenue to the west,
West 30th Street to the south, and Sixth Avenue to the east._As noted in Chapter 2, “Analytical

Framework,” to assess the reasonable worst-case development scenario, the FEIS assumes that
construction of a below-grade southward expansion of Penn Station on Sites 1, 2, and 3 would
require removal of the existing structures on the sites. However, such a scenario is contingent on
such a southward station expansion being selected as the preferred alternative for the Penn Station

15 Sites 1 through 8 are described in further detail in Chapter 3, “Land Use, Zoning, and Public Policy,”

and Figure 3-1.
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expansion following completion of an alternatives analysis and federal environmental review of
that project by its federal lead agency (the Federal Railroad Administration [FRA] and/or the
Federal Transit Administration [FTA] and the involved public transportation entities, consisting of
the Metropolitan Transportation Authority (MTA); the National Railroad Passenger Corporation
doing business as Amtrak (Amtrak); and New Jersey Transit (NJT) (collectively, the Railroads).

As shown in Table 4-3, these sites collectively contain 128 dwelling units consisting of 99 rental
units and 29 condominium or owner-occupied units. To arrive at a conservative estimate of displaced
households, it was assumed all units would be occupied and all households residing in those units
would be directly displaced as a result of the Proposed Project by the Phase 1 2033 analysis year.

Table 4-3
Inventory of Renter and Owner Occupied Units per Lot on the Development Sites
Site Block Lot Rental Units Owner Units Total Units
34 2 0 2
37 1 0 1
38 4 0 4
1 Block 754 39 5 5 3
401 26 0 26
411 29 0 29
1 8 0 8
2 12 0 12
5 1 0 1
2 Block 780 6 2 0 2
10 6 0 6
13 2 0 2
7501 0 29 29
3 Block 806 3 6 0 6
Total 99 29 128

Source DCP PLUTO, 2020 New York State Department of Homes and Communlty Renewal 2018

Overall, the Proposed Project would be expected to displace an estimated 214 residents in 128
dwelling units based on the average household size of 1.67 for Manhattan Community Districts 4
and 5.'° The displacement of 214 residents equates to 0.9 percent of all residents (25,120) in the
study area. In terms of timing, buildings on Sites 1, 2, and 3 would be demolished early in the
development process during Phase 1 leading to the displacement of all units and residents in this
phase. In Phase 2, no other residential units would be displaced. The estimated 214 residents that
would be displaced by the Proposed Project represent approximately 0.9 percent of the study area
population. This level of displacement falls under the five percent threshold warranting additional
detailed analysis and would not cause a significant adverse socioeconomic impact.

At this time, a determination has not been made as to which public entity or entities would procure
the property interests needed for a potential expansion of Penn Station. Property acquisitions by
Amtrak would be governed by applicable federal law, including the Uniform Relocation Assistance
and Real Property Acquisition Policies Act (42 U.S.C. § 4601 et seq.) and regulations promulgated

16 The estimated number of residents who could be directly displaced is based on the New York City

Department of City Planning 2020 estimates of the average household size within Manhattan Community
Districts 4 and 5 (1.67).
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under 49 CFR Part 24 (collectively, the “Uniform Act”). Property acquisitions by ESD, MTA, or any
other New York State public entity would be governed by applicable state laws, including_(if
undertaken by ESD or MTA) the New York Eminent Domain Procedure Law. Because a potential
southward expansion of Penn Station would require federal approvals and likely a significant amount
of federal funding, residents and businesses displaced by the expansion would receive relocation
assistance provided in accordance with the federal Uniform Act, regardless of which entity or
entities—federal or state—undertake the required property acquisitions and relocations.
Otherwise, relocation assistance to displaced residents and businesses would be provided in
accordance with applicable state law.

A portion of the directly displaced population resides in single-room occupancy (SRO) units'” and
rent-stabilized units (see Table 4-4). There are two buildings on Site 1 with a total of 55 SRO
units and three buildings on Site 2 with a total of 26 rent stabilized units. The residents of these
units may have lower-than-average incomes and would be less likely to afford market-rate rents

for residential units. The 55 SRO units are currently vacant and unregistered. While basic rental
assistance under the Uniform Act is subject to certain monetary limits, displaced persons may be
eligible to receive rental or other relocation assistance without regard to such limits under the
“Replacement Housing of Last Resort” provisions of 49 CFR §24.404 when it can be
demonstrated that “comparable replacement dwellings are not available within the monetary limits
for owners or tenants.” If comparable replacement housing within the financial means of such
displaced persons cannot be found, they would be eligible to receive special assistance under the
federal Replacement Housing of Last Resort provisions described above. Under the Uniform Act,
the displacing agency also would be required to provide other assistance to all displaced residents,
including assistance with finding comparable replacement housing and payment of eligible
moving and related expenses. ESD also intends to provide to all displaced residents who income
certify a right to return to a permanently affordable units on Site 1A when that development is
complete.

Table 4-4
Inventory of Single-Room Occupancy Units and Rent Stabilized Units on
Development Sites

Site Block Lot Approximate # of Units Type
401 26 SRO
! 754 417 29 SRO
1 8 Rent-Stabilized?
2 780 2 12 Rent-Stabilized?
10 6 Rent-Stabilized?
Total 81
Notes: ne RO uni
according to HPD records
2. All units in buildings that are subject to rent stabilization are assumed to be rent stabilized for the
purposes of a conservative analysis. Some of the units in these buildings may have been destabilized.
Sources: DCP PLUTO, 2020; BJH Advisors, 2020.

17" Single-room occupancy units are those units that typically have a shared bathroom and kitchen outside

the unit. These types of units are common in apartment hotels, dormitories, and rooming houses.
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2. Determine whether the average income of the displaced residents is markedly less than the
average income of residents of the study area.

As shown in Table 4-5, the average household income in the Project Area is $152,457, which is
slightly higher than the study area median income of $144,615. Moreover, the poverty rate is slightly
lower in the Project Area (14 percent) compared to the study area (16 percent). According to
StreetEasy, monthly rent on the Project Area development sites ranged from $1,330 for studios to
$5,821 for three-bedroom units. Assuming that residents spend between 30 to 40 percent of their total
income on housing_ the estimated household incomes would be from $39,900 to $232,840. "

Table 4-5
Median Household Income and Poverty Rate
Project Area _Study Area
Median Household Income $112,632 $93,593
Average Household Income $152,457 $144,615
Poverty Rate 14% 16%
Median Home Value $469,225 $248,009
Median Rent $3,143 $2,431
Note: Figures are in 2019 inflation-adjusted dollars.
Source: DCP Population Factfinder, 2020; ACS 2014-18.

There are 55 SRO units that would be displaced by the Proposed Project, and residents of these
units would be expected to have lower-than-average incomes. However, the displacing agency
will assist residents with finding comparable replacement housing and will pay for their eligible
moving and related expenses pursuant to applicable law. These units are currently vacant and
unregistered; the analysis conservatively assumes they would be occupied in the future.

CONCLUSION OF PRELIMINARY ASSSESSMENT OF DIRECT RESIDENTIAL
DISPLACEMENT

The potential displacement of an estimated 214 residents would not markedly change the
socioeconomic character of the study area. According to CEQR Technical Manual guidelines,
significant adverse impacts would not be expected to occur unless the number of low-income
residents to be displaced exceeds five percent of the study area population. The entire potentially
displaced population—including but not exclusive to low-income residents—equates to 0.9
percent of all residents in the study area. Moreover, the Proposed Project would not displace a
population with socioeconomic characteristics that are markedly different from the study area
population. Finally, relocation assistance to displaced residents would ameliorate the impacts of

18 According to StreetEasy, the monthly rents on the Project Area development sites ranged from $1,330
to $4,400 for studios and one-bedroom units, from $2,595 to $5,200 for two-bedroom units, and from
$3,700 to $5,821 for three-bedroom units. Assuming that residents spend between 30 to 40 percent of
their total income on housing, the estimated household incomes would be from $39,900 to $176,000 for
those living in studios or one-bedroom units, from $77,850 to $208,000 for those living in two-bedroom
units, and from $111,000 to $232,840 for those living in three-bedroom units._U.S. Housing and Urban
Development (HUD) affordability guidance assumes rent is approximately 30 percent of total household

income.
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the displacements. Thus, the Proposed Project would not lead to a significant adverse impact due
to direct residential displacement.

DIRECT BUSINESS AND INSTITUTIONAL DISPLACEMENT

Following CEQR Technical Manual guidelines, the preliminary assessment evaluates the
following interrelated threshold indicators (listed in bold italics below) to determine the potential
for significant adverse impacts from direct business and institutional displacement._The study area

for the analysis of direct business and institutional displacement is the “-mile study area. This

preliminary assessment analyzes the Maximum Commercial Scenario but both scenarios are
considered in the detailed assessment below.

This analysis accounts for the direct displacement of businesses due to the Proposed Project,
including businesses on Sites 1, 2, and 3 as a result of the potential expansion of Penn Station. As
noted in Chapter 2, “Analytical Framework,” to assess the reasonable worst-case development
scenario, the FEIS assumes that construction of a below-grade southward expansion of Penn
Station on Sites 1, 2, and 3 would require removal of the existing structures on the sites, although
this is contingent on such a southern expansion alternative being selected as the preferred
alternative following the completion of an alternatives analysis and federal environmental review
of that project by the lead federal agency and the Railroads.

1. Determine whether the businesses and workers to be displaced provide products or services
essential to the local economy that would no longer be available in its “trade area” to local
residents or businesses due to the difficulty of either relocating the businesses or establishing
new, comparable businesses.

Under the RWCDS, the Proposed Project would displace an estimated 472 businesses and 8,937
workers associated with those businesses. With respect to timing, those businesses and workers

would be displaced prior to the demolition of existing buildings on the sites, early in the

development process for each of the project buildings. In Phase 1 (assumed to be completed by
2033), an estimated 3,747 employees at 353 firms would be displaced. In Phase 2_(assumed to be

completed by 2044), an estimated 5,190 employees at 119 firms would be displaced. The estimates
of the number of potentially displaced businesses and workers were derived from fieldwork surveys
and Reference USA data records for the Project Area development sites. The potentially displaced
businesses located on the development sites span several North American Industry Classification
System (NAICS)'® economic sectors, including Accommodation and Food Services;
Administrative and Support Services; Arts, Entertainment, and Recreation; Construction;
Educational Services; Finance and Insurance; Health Care and Social Assistance; Information;
Management of Companies and Enterprises; Manufacturing; Professional, Scientific, and
Technical Services; Real Estate; Retail Trade; Transportation and Warehousing; Wholesale Trade;
Other Services; and Unclassified. The potentially displaced institutional uses identified include
Touro College, houses of worship, community health clinics, and a homeless drop-in center.

The Project Area contains 17 music-related businesses, including a variety of recording studio
spaces, art venues, and music performance venues where artists, musicians, and other producers

19 NAICS is the standard used by federal statistical agencies in classifying business establishments for the
purpose of collecting, analyzing, and publishing statistical data related to the U.S. business economy.
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develop their skills, products, and services.* In addition to the recording/production venues located
in the Project Area, there are also guitar schools and dance studios, musical instrument and supplies
stores, and a non-profit organization that supports classical music (Virgil Thomson Foundation!.é
All these establishments contribute to and are part of New York City’s music production economy.

Due to the large number of potentially displaced businesses and institutions, detailed analysis is
warranted to understand the operational characteristics of these establishments, including firm size,
customer bases, and products and services offered.

2. Determine whether a category of businesses to be displaced is the subject of other regulations
or publicly adopted plans to preserve, enhance, or otherwise protect it.

Businesses that would be directly displaced by the Proposed Project are not subject to regulations
or publicly adopted plans to preserve, enhance, or otherwise protect them.** Businesses that would
be displaced by property acquisitions for the potential Penn Station expansion on Site 1 (part of
Block 754), Site 2 (Block 780), and Site 3 (part of Block 806) would be eligible to receive com-
pensation for their trade fixtures and for moving and related expenses in accordance with applic-
able law. As mentioned in Chapter 2, “Analysis Framework,” the Penn Station Master Plan
addresses the integration of Penn Station with the surrounding area.

CONCLUSION OF PRELIMINARY ASSESSMENT OF DIRECT BUSINESS AND
INSTITUTIONAL DISPLACEMENT

There is no indication that the potentially displaced businesses and institutions are the subject of
regulations or publicly adopted plans to preserve, enhance, or protect them. However, due to the
large number of potentially displaced businesses and institutions, detailed analysis is warranted to
determine whether they provide essential products or services that may no longer be available in
a trade area, or whether there would be particular difficulty in relocating or establishing new
comparable businesses in the With Action condition. Additional analysis is provided in Section
G, “Detailed Analysis of Direct Business and Institutional Displacement.”

INDIRECT RESIDENTIAL DISPLACMENT

As described in the CEQR Technical Manual, indirect residential displacement usually occurs
when a project results in a substantial new development that is markedly different from existing
uses and activities within a neighborhood. This can contribute to increased property values and
increased rents, which can make it difficult for some existing residents to remain in their homes.
Generally, an indirect residential displacement analysis is conducted only in cases in which the
potential impact may be experienced by renters living in privately held residential units
unprotected by rent control, rent stabilization, or other government regulations restricting rents,

2

0 The U.S. Census and LEHD Data excludes self-employed and freelance workers, and therefore may not
fully reflect the entire nature of the Study Area’s creative economy.

21 Reference USA data (2019), fieldwork research (May 2020—July 2020) and desktop research were used
to identify specific businesses in the study area. As of March 2022, some of these businesses may have
closed or relocated to new neighborhoods outside the Study Area.

22 An example of such regulations or publicly adopted plans is the creation in 1987 of the Special Garment
Center District, located north of the Project Area. The district created a Preservation Area that restricted
existing buildings on side street blocks to retail, wholesale showroom, and industrial uses in an effort to
preserve apparel manufacturing operations.
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and whose income status indicates that they may not be able to afford substantial rent increases.
Residents who are homeowners, or who are renters living in rent-protected units are not considered
otentially vulnerable populations under the CEQR Technical Manual methodology. This

assessment analyzes the Maximum Residential Scenario.

METHODOLOGY

Study Area

A study area is the area within which a project has the greatest potential to effect change. For the
analyses of potential indirect residential displacement, the primary study area is the same as the
Ve-mile study area utilized for the analyses of direct residential and business displacement and the
analysis of indirect business displacement; it includes Census Tracts 76, 95, 97, 101, 103, 109,
and 111, and is roughly bounded by West 39th Street to the north, Fifth Avenue to the east, West
25th Street to the south, and Tenth Avenue to the west. The secondary study area is an
approximately Y5-mile study area that includes the census tracts within the primary study area as
well as Census Tracts 56, 58, 72, 74, 82, 84, 87, 91, 93, 99, 113, 115, and 119, and is roughly

bounded by West 46th Street to the north, Third Avenue to the east, West 18th Street to the south,
and the Hudson River to the west.

The assessment begins with a presentation of existing conditions and trends, followed by the
CEQR Technical Manual’s preliminary assessment criteria.

EXISTING CONDITIONS

Based on the 2020 Decennial Census and the 2014-2018 ACS, the primary study area contains
25,120 residents, while the secondary study area contains 92,228 residents. As shown in Table
4-6, both the primary and secondary study area’s populations have increased since 2010 at rates
higher than in the borough of Manhattan and New York City. The residential population of the
primary study area has increased by 44 percent since 2010. Manhattan and New York City’s
residential populations also increased over the same time period (by approximately 6.8 percent

and 7.7 percent, respectively).
Table 4-6

Residential Population Trends
!2010 and 2020 Census!

Change or
2010 2020 Direction of
Area
Primary Study Area 17,410 25,120 44.3%
Secondary Study Area 68,991 92,228 33.68%
Manhattan 1,585,873 1,694,251 6.8%
New York City 8,175,133 8,804,190 1.7%
r : US. n Bur 201 nd 202 Decennial nsus; DCP’s NYC P lation
[Factfinder,

This analysis uses average and median household incomes to describe the household income
characteristics of the study areas’ populations. As reported in the 20142018 ACS and shown in
Table 4-7, in 2018 the average annual household income within the primary study area was
$144,615 (in 2019 dollars) which is similar to the household income of Manhattan ($154,515),
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but about $45.000 higher than the average annual household income for New York City as a whole
(899.261).
Table 4-7

Average Annual Household Income Trends
(2006-2010, 2014-2018 ACS)

2006-2010 | 2014-2018 Change or Direction of
Area ACS ACS Change
Primary Study Area $126,973 $144,615 -2
Secondary Study Area $170,209 $183,189 -2
Manhattan $143,865 $154,515 7.4%
New York City $91,393 $99,261 §£

183,189

study area was

substantially higher than the average household incomes in the primary study area, Manhattan,
and New York City.

In 2018 the average annual household income within the seconda

The change in average household income within the primary and secondary study areas since 2010

cannot be reported with statistical confidence. Between 2010 and 2018, the average household
incomes increased in Manhattan (by 7.4 percent) and in New York City (by 8.6 percent).

As average income can be heavily influenced by outliers (both high and low) within the data, the

median household income is also presented. As shown in Table 4-8, in 2018 the median annual
household income within the primary study area was $93,593. This is similar to the median income

for Manhattan ($83,822), and greater than the median income for New York City ($61,766). The
primary study area’s median income has increased since 2010 (ACS data is not robust enough to
predict within statistical confidence the percentage increase in median household income since
2010).
Table 4-8
Median Annual Household Income Trends

(2006-2010, 2014-2018 ACS)

2006-2010 | 2014-2018 Change or Direction of
Area ACS’ ACS’ Change
Primary Study Area $74,279 $93,593 Increase?
Secondary Study Area $100,526 $111,474 -3
Manhattan $76,228 $83,822 10.0%
i $58,997 $61,766 4.7%

| NewYork Gity
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In 2018 the secondary study area’s median household income was $111,474, which is greater than
the median household income for the primary study area, Manhattan, and New York City. The
change in median household income within the secondary study area since 2010 cannot be
reported with statistical confidence. Since 2010, the median household income increased by 10.0
percent in Manhattan, and 4.7 percent in New York City as a whole.

As shown in Table 4-9, within the primary study area, average gross rent in 2018 was an estimated
$2.,323 per month, which was greater than the average gross rent in Manhattan as a whole ($1,833)
and in New York City overall ($1,494). The average gross rent in the secondary study area was
virtually the same as the primary study area.

Median gross rent within the primary study area was an estimated $2.431 per month in 2018
which was greater than the median gross rent in Manhattan as a whole ($1,710) and in New York
City overall ($1.419). Median gross rents have increased in the primary and secondary study area

since 2010. Over the same time period, median gross rents also increased in Manhattan (by

approximately 18.1 percent) and in New York City (by 12.9 percent).

Table 4-9
Average and Median Gross Rent
| 20062010 ACS |  2014-2018 ACS = |Change or Percent Change |
Primary Study Area $1,837 $1,744 $2.323 $2.431 -2 Increase®
Secondary Study Area $2,162 $2.147 $2,332 $2,498 -2 Increase®
9.9%
11.3%

U.S. Census data paints a general picture about whether housing costs are changing in a
neighborhood, but the data does not provide specific rent information according to regulation
status or unit size. Market comparables were therefore used to provide a fuller understanding of
where the study area market is today. Table 4-10 summarizes online listings for apartments in the
primary study area from StreetEasy. The median monthly asking rents in the primary study area
ranged from $3,375 for studio units to $7,500 for three-or-more-bedroom units. Upper quartile
rents ranged from $3,905 for a studio to $9,750 for three-or-more-bedroom units. Based on historic
asking rent data from StreetEasy.com, median asking rents in Chelsea increased by approximately
10 percent between 2010 and 2019, while median asking rents in Midtown South increased by
approximately 4.3 percent between 2010 and 2019.% Rents declined in 2020 due to the COVID-

19 pandemic but have since increased to above pre-pandemic rates.

2 Median asking rent trends available from StreetEasy are for the Chelsea market area, which is roughly
bounded by the Hudson River to the west, 30th Street to the north, Sixth Avenue to the east, and 14th
Street to the south. The Midtown South market area is roughly bounded by Eighth Avenue to the west,
42nd Street to the north, Madison Avenue to the east, and 30th Street to the south. The remainder of the
primary study area is part of the Hudson Yards market area for which trend data were not available.
Historic trend data for Hudson Yards data is not available as the neighborhood was recently redeveloped.
The percent increases cited are based on 2010-2019 data, adjusted for inflation.
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Table 4-10
Monthly Rental Asking Rates within the Primarg §tud¥ Area
Upper Quartile Monthly
Number of List Asking R
Studio 103 $3,375 $3,905
One Bedroom 128 $4.503 $4.,995
Two Bedroom 57 _$6,350 $7,495
Three+ room 2:1 $7_,5Q(1 $9,750
Source: StreetEasy.com accessed February 2022,

The median monthly asking rents in the secondary study area ranged from $3,350 for studio units

to $7,470 for three-or-more-bedroom units (see Table 4-11), while upper quartile rents ranged
from $3.850 for studios to $13,500 for three-or-more-bedroom units. Based on historic asking rent

data from StreetEasy.com, median asking rents in all the submarkets in the secondary study area
for which trend data are available have increased since 2010.%

Table 4-11
Monthly Rental Asking Rates within the Secondar¥ Studz Area
— Modian Monthly Asking R m Quarti

[ UnitType | Numberoflistings |
Studio 185 $3,350 _$3,850
One Bedroom 345 $4,675 $5,250
Two Bedroom 224 _$6,553 $7,976
Three+ bedroom 46 $7.470 $13,500
rce: treetEasy.com Febr 2022,
NO ACTION CONDITION

Project Area

In the No Action condition, it is assumed that Sites 4, 5, and 7 will be redeveloped, and the
remaining development sites (Sites 1, 2, 3, 6, and 8) would not be redeveloped. By 2033, Site 7
(the current Hotel Pennsylvania) will be redeveloped into a new office building with ground-floor
local retail. By 2033, Site 4 will be redeveloped with retail, hotel, and residential uses. By 2044,
Site 5 will be redeveloped with office and retail uses. In total, by 2044, the sites will contain an
estimated 6.39 million gsf, including 758 residential units. The 128 units on Sites 1 and 2 would
remain and Site 4 would be redeveloped with 630 residential units, of which 20 percent (126 units)
would be affordable. By 2033, three additional projects are expected to be completed in the Project
Area irrespective of the Proposed Project: the Farley Office Building, 1 Penn Plaza lobby
expansion and plaza modification, and the 2 Penn Plaza office expansion.

Primary Study Area

Outside of the Project Area but within the primary study area there are 30 known projects that will
be completed by 2033. Collectively, these projects will develop an estimated 2,800 dwelling units,

2

4 1In addition to the Chelsea, Midtown South, and Hudson Yards subareas that overlap with the primary
study area, the secondary study area overlaps with the Flatiron market area, which has experienced an
estimated 10.5 percent increase in asking rents between 2010 and 2019. StreetEasy defines the Flatiron

market as an area bounded by Sixth Avenue to the west, 31st Street to the north, Lexington Avenue to
the east, and 14th Street to the south.
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2,700 hotel rooms, 5.6 million gsf of office, and 176,000 gsf of retail. No additional projects are
assumed to be completed in the primary study area by the 2044 analysis year.

Secondary Study Area

Outside of the primary study area within the secondary study area there are 36 known projects that

will be completed by 2033, and an additional 4 projects that will be completed by 2044. Collectively
when accounting for planned projects within the primary study area, as well as No Action

development on the Project Area’s development sites), by 2044 there will be an additional 11,638
residential dwelling units built in the secondary study area.

CEQR TECHNICAL MANUAL PRELIMINARY ASSESSMENT CRITERIA

The following assessment of the Maximum Residential Scenario utilizes the CEQR Technical
Manual’s three-step preliminary assessment criteria (in bold italics).

Step 1: Determine if the Proposed Actions would add new population with higher average

reside in th ix ’thr Action

The Maximum Residential Scenario would introduce a combination of market rate and permanently
affordable residential units. It is therefore necessary to estimate incomes for the residents of both housing
types.

Incomes of Market-Rate Unit Households

As a new housing product, the market-rate DUs would be expected to rent on the higher end of the
range of market-rate asking rents in the primary study area. For purposes of a conservative analysis,
the average asking rent for the upper quartile of listings was utilized to estimate market-rate renters’
incomes, and it was assumed that households would pay 30 percent of their income toward rent.?
The resulting projected household incomes, shown in Table 4-12, range from nearly $160,000 for

households residing in studio units to nearly $400.000 for households in three-bedroom units.

Table 4-12

Annual Household Income Projections for the Proposed Project’s
Market-Rate DUs

Projected
Projected Primary Household
| UnitType | MonthiyRent |StudyArea| Income

Studio $3,905 23.8% $156,200
One Bedroom $4,995 48.6% $199,800
Two Bedroom $7,495 22.8% $299,800

Three bedroom $9.750 4.8% $390,000

% Based on U.S. Housing and Urban Development (HUD) affordability guidance which assumes rent is
approximately 30 percent of total household income.
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The overall average income for market-rate households would depend on the unit mixes on the
development sites, which are not currently known. For purposes of analysis, a weighted average

was calculated based on the proportional rental unit mix found within the primary study area,
resulting in an average household income of $221.353 for households in market rate units, which

is higher than the primary study area’s average household income in 2018 ($144.615), and the
secondary study area’s income of $183,189. In order to provide an appropriate comparison

between projected income based on 2022 rents and the existing income of the study area, average
household income as of the 2016-2020 ACS, in 2022 dollars are reported as follows: $168,105 for

the primary study area and $210,145 for the secondary study area.

Incomes for Permanently Affordable Unit Households

The Proposed Project would include the requirement that 30 percent of residential units in each
building be permanently affordable housing. The income bands for the Proposed Project’s
affordable units have not been determined at this time. For analysis purposes, this assessment
assumes that all of the affordable units introduced by the Proposed Project would be targeted to
households with incomes averaging 80 percent AMI, which is consistent with Option 2 of the
City’s Mandatory Inclusionary Housing (MIH) program.

New York City AMIs are calculated and updated yearly by the U.S. Department of Housing and
Urban Development (HUD). The estimated income for a single person household at 80 percent of
AMI is $74,720; the estimated income for a two-person household at 80 percent AMI is $85,440.%

This analysis uses 2022 AMI and recent market rents to provide a snapshot of the housing market
in 2022.

The Proposed Project would introduce up to an estimated 540 permanently affordable units that
would be available to households with incomes averaging 80 percent of AMI. Given that the study
area’s household size averages between one and two persons per unit one could expect the incomes
of households in the affordable units to be approximately $81,259, which is below the prima

study area’s and the secondary study area’s average household income.

Average Household Income for the Proposed Project

Table 4-13 shows the projected average household income for the residents introduced as a result
of the Proposed Project, when considering both the affordable and market-rate units. To derive
this estimate, the average income of market rate units was multiplied by the total number of market
rate units, and the average income of affordable units was multiplied by the total number of
affordable units. These two numbers were then added together to determine the aggregate income
for all the units, and the result was divided by the total number of units to determine an estimated
average income for all units of $179,278, which is higher than the average income of the primary

study area ($168,105) and lower than the average income of the secondary study area population

(8210,145).

2

® For more information and AMI tables, please visit New Y ork City Housing Preservation and Development
HPD)’s website https://www1.nyc.gov/site/hpd/services-and-information/area-median-income.page
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Table 4-13

geighted Average Income of Total Proposed Project Pogulation

Income Units Aggregate Income (Income x Units)
Market rate $221,353 1,258 $278,462,074
Affordable’ $81,259 540 $43,879,860

The Proposed Project is anticipated to result in a new population with higher incomes than the
existing population in the primary study area. Therefore, the analysis of indirect residential
displacement progresses to Step 2 for the primary study area.

conditions in the study area.

Table 4-14 shows the projected No Action population for the primary study area. In the No Action
condition, 1,270 residents would be added to the primary study area populations by development
on the development sites by 2044. Due to other planned developments in the study areas, an
additional 4,676 residents would be added to the primary study area by 2044. In the No Action
condition in 2044, the primary study area population would be 31,066.

Table 4-14

No Action Study Area Populations
No Action
No Action Population

Population | ProjectSites |  Growth Population
Primary Study Area 25,120 1,270 4,676 31,066
Notes: Population is estimated by the number of planned units and the average household size of 1.67 for
Manhattan Communit¥ Districts 4 and 5 as of the 2020 Census.

Table 4-15 shows the incremental increase in population in the With Action condition in the
primary study area, as compared to the No Action condition in 2044. The With Action condition
would add 1,737 new residents to the primary study area on the development sites. This would be
an increase of 5.6 percent in the primary study area. Because the Proposed Project would increase
the population of the primary study area by more than five percent, the analysis of indirect
residential displacement proceeds to Step 3.

Table 4-15
With Action Studx Area Pogulations

Primary Stud¥ Area
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rd increasing rents and the lik h jon on h tren

The CEQR Technical Manual states that if the vast majority of the study area has already
experienced a readily observable trend toward increasing rents and new market-rate development,
further analysis is not warranted. As shown in Tables 4-8 and 4-9, median rent and median
household income in the primary study area have increased between 2010 and 2018. Analysis of
recent listings (see Table 4-10), show that market rents have continued to increase in recent years.
As noted above, based on historic asking rent data from StreetEasy, median asking rents in Chelsea
increased by approximately 10 percent between 2010 and 2019, while median asking rents in
Midtown South increased by approximately 4.3 percent between 2010 and 2019.* Rents declined
in 2020 due to the COVID-19 pandemic but have since increased to above pre-pandemic rates.

Absent the Proposed Project, the primary study area is expected to continue the existing trend of
increasing rents and household incomes. The affordability requirement of the Proposed Project
would also result in more affordable units in the Project Area than in the No Action condition.
Therefore, the Proposed Project would not result in significant adverse impacts due to indirect
residential displacement, and no further assessment of this potential impact is warranted.

INDIRECT BUSINESS AND INSTITUTIONAL DISPLACEMENT

The preliminary assessment evaluates the following interrelated threshold indicators (listed in bold
italics below) to determine the potential for significant adverse impacts from indirect business and

institutional displacement._The study area for this analysis is the Y4-mile study area. This
assessment analyzes the Maximum Commercial Scenario.

1. Determine whether the Proposed Project would introduce enough of a new economic activity
to alter existing economic patterns.

The Proposed Project would not introduce new types of economic activity to the study area. The
redeveloped uses on the development sites would include new office, retail, and hotel spaces,
under the Maximum Commercial Scenario. According to PLUTO, the study area contains
approximately 36.9 million gsf of office space, 7.4 million gsf of retail space, and 13,700 hotel
rooms.

The Project Area already contains an established commercial district anchoring the Penn Station
office market. The addition of redeveloped office stock in the Project Area is aimed at revitalizing
an aging building stock around Penn Station. As mentioned in Chapter 1, “Project Description,” a
goal of the Proposed Project is to transform outdated buildings and underutilized sites into a cohe-
sive and modern commercial district. There is already evidence of a trend towards redevelopment
within the neighboring office real estate markets. Even though there has not been any substantial

27 _Median asking rent trends available from StreetEasy are for the Chelsea market area, which is roughly

bounded by the Hudson River to the west, 30th Street to the north, Sixth Avenue to the east, and 14th
Street to the south. The Midtown South market area is roughly bounded by Eighth Avenue to the west,
42nd Street to the north, Madison Avenue to the east, and 30th Street to the south. The remainder of the
primary study area is part of the Hudson Yards market area for which trend data were not available. The
percent increases cited are based on 2010-2019 data, adjusted for inflation.

https://streeteasy.com/neighborhoods/chelsea/
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office space added to the Project Area since 1972, the study area’s submarkets realized over 9.4
million gsf of new office space from 2015 to 2019, mostly due to development in Hudson Yards.

2. Determine whether the Proposed Project would add to the concentration of a particular sector
of the local economy enough to alter or accelerate existing economic patterns.

The Proposed Project would introduce a net increase of 10.0 million gsf of office space to the
study area across eight development sites, representing an increase of approximately 22 percent
of the projected future office inventory in the study area. The amount of new office space added
by the Proposed Project would be reflective of continuing trends towards new office development
outside the Project Area but within the study area and neighboring real estate submarkets. For
instance, in the Hudson Yards submarket alone, which is part of the study area, there has been an
8.4-million-gsf increase in inventory since 2015. With the Proposed Project, such new office space
would be added within the Project Area, which has not had substantial new office redevelopment
since 1972.

The Proposed Project would introduce an additional 118,000 gsf of retail space to the study area
over the No Action condition, representing an increase of 1.5 percent of projected future retail
inventory in the study area. Over 18 years, this increase alone would not represent a new trend or
the acceleration of an ongoing trend in the local retail market. According to PLUTO, since 2000,
there has been an addition of 814,000 gsf of newly constructed or substantially renovated retail
space in the study area. Similarly, according to CoStar, there has been an addition of over 300,000
gsf of new leasable retail space within the study area retail submarkets since 2015.

However, the introduction of 54,400 new employees based on the With Action condition could
increase demand for local retail and impact local retail districts within the study area. An increase
in workers and businesses due to the Proposed Project would increase demand for goods and ser-
vices including fast-food restaurants, office supplies, and catering services. Due to the possibility
that added demand from businesses and employees could impact local retail districts, a detailed
analysis of indirect business displacement is warranted.

3. Determine whether the Proposed Project would directly displace uses of any type that either
directly supports businesses in the area or bring a customer base to the area for local businesses.

By 2044, the Proposed Project would have potentially displaced 8,937 workers and 472 businesses
and institutions over eight development sites. The displacement of 215 residents amounts to approx-
imately 0.9 percent of the study area population and leaves a vast majority of the current residential
customer base intact. The potentially displaced businesses span a number of industry sectors,
including Accommodation and Food Services; Administrative and Support Services; Arts, Enter-
tainment, and Recreation; Construction; Educational Services; Finance and Insurance; Health Care
and Social Assistance; Information; Management of Companies and Enterprises; Manufacturing;
Professional, Scientific, and Technical Services; Real Estate; Retail Trade; Transportation and
Warehousing; Wholesale Trade; Other Services; and Unclassified. Moreover, the potentially dis-
placed institutional uses identified include Touro College, houses of worship, community health
clinics, and a homeless drop-in center. Collectively and individually, the potentially displaced
residents, businesses, and institutions in the Project Area would not, in the No Action scenario, draw
a large population to the area that would form the customer base for local businesses.
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4. Determine whether the Proposed Project directly or indirectly displaces residents, workers,
or visitors who form the customer base of existing businesses in the area.

By 2033, the Proposed Project would have directly displaced an estimated 215 residents, who
currently represent 0.9 percent of the study area population. A vast majority of the local residential
customer base would remain. While the Proposed Project would have potentially directly
displaced an estimated 8,937 workers by 2044, the With Action condition is projected to introduce
54,400 workers in the Project Area by 2044. Based on this information, any loss of workers in
either phase of development would be supplanted by new workers from completion of new
projects. Furthermore, the newly developed retail and hotel uses would supplant any lost
customers with new shoppers and visitors at project completion. Finally, the Proposed Project
would facilitate the expansion of Penn Station, which would bring additional workers and visitors
to the area. Thus, the displacement of residents, workers, or visitors would not have significant
adverse impacts related to indirect business/institutional displacement.

CONCLUSION OF PRELIMINARY ASSESSMENT OF INDIRECT BUSINESS AND
INSTUTIONAL DISPLACEMENT

An increase in workers and businesses due to the Proposed Project would increase demand for
goods and services including fast-food restaurants, office supplies, and catering services. Due to
the possibility that added demand from businesses and employees could impact local retail
districts, a detailed analysis of indirect business displacement is warranted. Moreover, additional
analysis is also warranted since there may be certain categories of businesses in the study area that
may be vulnerable to indirect displacement. The additional analysis is presented in Section H,
“Detailed Analysis of Indirect Business and Institutional Displacement.”

ADVERSE EFFECTS ON SPECIFIC INDUSTRY

According to the CEQR Technical Manual, a significant adverse impact may occur if an action
would reduce the viability of a specific industry that has substantial economic value to the City’s
economy. Following CEQR Technical Manual guidelines, the preliminary assessment evaluates
the following interrelated threshold indicators (listed in bold italics below) to determine the
potential for significant adverse impacts from adverse effects on specific industries._ The study

area for this analysis is the Y-mile study area. This assessment analyzes the Maximum
Commercial Scenario.

1. Determine whether the Proposed Project significantly affects business conditions in any
industry or any category of businesses within or outside the study area.

The businesses displaced do not represent a critical mass of establishments/institutions within any
industry sector or category of employment. The Project Area is home to a number of company offices
operating in various industries including Professional, Scientific, and Technical Services; Retail
Trade; and Information. These potentially displaced establishments span a variety of industry sectors
and are not concentrated in any one industry. Further, the goods and services provided by the
potentially displaced businesses may be found elsewhere within the study area, or within the City at
large. Given space availability in the Midtown real estate market, the potentially displaced businesses
could find comparable real estate space near the Project Area. Overall, none of the displaced
businesses are essential to the viability of any other businesses within or outside the study area.
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2. Would the Proposed Project indirectly substantially reduce employment or impair the
economic viability in the industry or category?

The Proposed Project would result in the direct displacement of 8,937 workers, or 2.4 percent of
the total worker population in the study area. However, due to new businesses coming on-line due
to the Proposed Project, there would be similar effects on the local economy as compared with
those businesses that were displaced such that there would not be a substantial change in economic
conditions within the study area. As detailed in Section G, “Detailed Analysis of Direct Business
and Institutional Displacement,” displaced businesses are not unique to the study area and would

be able to relocate within the trade area._The Proposed Project would potentially displace 17
music-related businesses, many of which provide services to independent artists and musicians.
There are numerous other music-related businesses and venues that offer similar services as the
potentially displaced music-related businesses within the 4-mile study area and across New York
City. Employment opportunities would continue to be available within the “-mile study area,
borough, and City at large for employees of the potentially displaced music-related businesses.
In addition, the displaced businesses do not have unique locational requirements that would
preclude relocation elsewhere in the study areas or Manhattan.?

Based on the With Action condition, there would be a total worker population at eight
development sites within the Project Area of approximately 54,400 by 2044. The offset gained
from new employment from the Proposed Project suggests that any reduction in employment
would be regained and that there would not be any impairment of economic viability in any
industry or category.

CONCLUSION OF PRELIMINARY ASSESSMENT OF ADVERSE EFFECTS ON SPECIFIC
INDUSTRIES

The Proposed Project would not cause a significant adverse effect on specific industries and a
detailed assessment is not warranted.

G. DETAILED ANALYSIS OF DIRECT BUSINESS AND
INSTITUTIONAL DISPLACEMENT

According to the 2020 CEQR Technical Manual, a detailed assessment of direct business displace-
ment is warranted if the preliminary assessment could not rule out the possibility that directly
displaced businesses provide products and services essential to the local economy, and that these
products and services might not be available in the trade area to local residents or businesses due
to the difficulty of either relocating the business or establishing new, comparable businesses. As
detailed in Section F, “Preliminary Assessments,” the preliminary assessment found that the Pro-
posed Project would not displace uses that are the subject of regulations or publicly adopted plans

28 As of the publication date of the FEIS, there are rehearsal and recording spaces available for rent on an

hourly, daily, and/or monthly basis within the study area. According to the 2020 QCEW Annual
Averages data, there are 90 sound recording businesses in Manhattan and over 130 sound recording
studios across New York City (see Table 4-30 for more information).

% According to CoStar (1st Quarter, 2022), there were 123 million sf of Class B and 41 million sf of Class
C office space in Midtown Manhattan. The vacancy rate for Class B office space was 12.3 percent (15.2
million sf) in Midtown Manhattan and the vacancy rate for Class C office space was 12.1 percent (4.9
million sf).
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to preserve, enhance, or protect them. However, due to the large number of potentially displaced
businesses and institutions, the preliminary assessment could not rule out the possibility that some
of them provide essential products or services. Therefore, this section works to better understand
the operational characteristics of the potentially displaced businesses in order to determine
whether the products or services they provide would continue to be available within a consumer
trade area, and determine whether they can be relocated either within the study area or a broader

trade area. The study area for this analysis is the Y4-mile study area. This assessment analyzes both
the Maximum Commercial and Maximum Residential Scenarios.

EXISTING CONDITIONS

The Project Area is a centrally located business district in Midtown Manhattan, adjacent to the
emerging Hudson Yards office submarket and the East Midtown Business District. With more
than 650,000 daily commuter trips, the neighborhood is anchored by Penn Station, MSG, and the
Penn Plaza office complex. Penn Station contains a major passenger rail hub with connections to
other sections of New York City, New Jersey, Long Island, and Rockland County. The Project
Area is home to many offices, retail establishments, stores’ company headquarters, and organiza-
tions across a variety of industries including Professional, Scientific, and Technical Services;
Retail Trade; and Information. Although no particular industry dominates, prominent businesses
include law firms, technology firms, marketing and advertising agencies, and large retailers.

As a business district catering to mostly office-related work, the predominant land use in the study
area is commercial and, more specifically, commercial office. According to PLUTO, the study
area contains an estimated 36.9 million gsf of office space, 7.4 million gsf of retail space, and
13,700 hotel rooms. Approximately 6.6 million gsf of the office space is located in the Project
Area and is concentrated within the Penn Plaza sites. Furthermore, much of the retail is located
along the avenues surrounding Penn Station as well as on West 34th Street. Manhattan Mall,
located at 100 West 33rd Street, serves as a retail hub catering to workers and visitors to the
neighborhood. Over 2,300 hotel rooms in three hotels are scattered throughout the Project Area,
including the Stewart Hotel and Hotel Pennsylvania.*

The Project Area is characterized by aging building stock and the absence of new redevelopment
over the past half century. As detailed in Table 4-16, within the Project Area, all but five of the
office buildings were constructed before 1940. In the Project Area, there has not been any sub-
stantial new office construction since the early 1970s, when Penn Station was redeveloped and
Penn Plaza constructed. Adjacent to MSG, the last major buildings developed in the Project Area
are 1 Penn Plaza (completed in 1972) and 2 Penn Plaza (completed in 1968). Since that time, only
three additional office buildings have been constructed or substantially renovated in the Project
Area, amounting to less than 1.0 million gsf—10.2 percent of the office inventory.

Another factor constraining office potential in the study area is the current lot size and zoning.
The study area is characterized by a number of small lots with 5,000 sf or less. This lot size is
generally not attractive to developers without assemblage. Furthermore, the zoning for much of
the study area is a mixture of M1-6, C6-4, and C6-6 with most lots having floor area ratio
allowances of up to 10.0 commercial. This has shaped the area’s built form, where more than half
of the study area buildings contain 50,000 gsf of or less of office space (see Table 4-17). Similarly,
in the Project Area, all but five buildings have square footages of 100,000 gsf or less.

30 The Hotel Pennsylvania was closed in May 2020 and is currently undergoing demolition.
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Table 4-16

Age of Office Building Stock in the Project Area and the Y4-mile Study Area

Project Area Study Area?
# Buildings with Percentage of # Buildings with Percentage of

Year Built' Office GSF Office GSF Office GSF Office GSF Office GSF Office GSF
Before 1920 5 143,000 2.2% 139 8,066,000 21.9%
1920-1940 16 1,883,000 28.6% 208 20,590,000 55.8%
1941-1960 0 0 0.0% 4 1,089,000 3.0%
1961-1980 2 3,880,000 59.0% 6 3,401,000 9.2%
1981-2000 1 3,000 0.0% 3 811,000 2.2%
Since 2000 2 670,000° 10.2% 8 2,910,000 7.9%

Totals 26 6,579,000 100% 368 36,867,000 100%

Notes: Refer to Figure 4-1 for Project Area and study area boundaries.
1.__In some cases, PLUTO has recorded the most recent year of major renovation as the built year.

1

2.__The %-mile study area is inclusive of the Project Area.
3. ___Most of this office space is the result of a substantial renovation of the upper floors of the Manhattan Mall building on Site 8 in 2001, which

converted approximately 667,000 gsf of retail space to office space._The building itself was built in 1910

Source: DCP PLUTO, 2020; AKRF, Inc., 2020.

Table 4-17
Proj Study Area’

% of # Buildings %of

Office Gross Square # Buildings with Office with Office Office
Eootage Office GSF Office GSF GSF GSF Office GSF GSF
More than 1.0 million gsf 3 4,947,000 75.2% 3 5,371,000 14.6%
500,000 to 999,999 gsf 1 667,000 10.1% 12 7,867,000 21.3%
250,000 to 499,999 gsf 1 317,000 4.8% 18 6,553,000 17.8%
100,000 to 249,999 gsf 0 0 0.0% 66 9,999,000 27.1%
50,000 to 99,999 gsf 8 556,000 8.4% 65 4,659,000 12.6%
10,000 to 49,999 gsf 2 60,000 0.9% 80 1,978,000 5.4%
Less than 10,000 gsf 11 32,000 0.5% 124 440,000 1.2%
Totals 26 6,579,000 100% 368 36,867,000 100%

The Yemi - - f the Project 2
Source: DCP PLUTO. 2020: AKRF. Inc.. 2020

The study area intersects with a number of commercial office real estate markets, including the Penn
Plaza-Garment District, Hudson Yards, Chelsea-NoMad, and Murray Hill (see Figure 4-3). The
Penn Plaza-Garment District, which covers the Project Area and most of the study area, is roughly
bounded by West 42nd Street to the north, Fifth Avenue to the east, West 30th Street to the south,
and Ninth Avenue to the west. The Hudson Yards real estate submarket is located due west of the
Penn Plaza-Garment District and is characterized by recently completed office buildings with a few
extensive renovations. The Hudson Yards submarket®' is bounded by West 42nd Street to the north,
Ninth Avenue to the east, West 30th Street to the south, and Hudson River to the west. Since its
rezoning in 2005, approximately 9 million gsf of mostly office development in the Hudson Yards
submarket has come on line. In addition, there are approximately 6.9 million gsf currently in the
pipeline and an overall capacity for an additional 9.8 million gsf of office development.2

31 Although the Hudson Yards submarket may be reported as coterminous with the Penn Plaza-Garment District

in real estate market data, this analysis treats the two as separate submarkets where the data was available.
32 According to the $454,140,000 HYIC’s Hudson Yards Revenue Bonds Fiscal Year 2022 Series A
Official Statement, approximately 6.9 million sf of office space, 3.2 million sf of residential, and 449,538
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The study area also intersects with portions of the Chelsea-NoMad and Murray Hill real estate
markets. While these are predominantly residential areas, the study area overlaps with commercial
districts located in these neighborhoods. The Chelsea-NoMad submarket is roughly bounded by
West 30th Street to the north, Fifth Avenue to the east, West 14th Street to the south, and the
Hudson River to the west. The Murray Hill office market is roughly bounded by East 38th Street
to the north, the East River to the east, East 30th Street to the south, and Fifth Avenue to the west.
The Chelsea-NoMad office submarket is anchored around the NoMad commercial district and
western parts of the Flatiron District, and contains over 45 million gsf of office space. Likewise,
Murray Hill is an office submarket south of Grand Central Terminal, centered on Madison Avenue
and Park Avenue South, containing over 15 million gsf of office space and home to several
embassies and organizations related to the United Nations.

Compared to peripheral real estate markets in the study area, in 2019, the Penn Station submarket
contained a smaller proportion of Class A* office space relative to other office classes, had lower
Class A rents, and had higher availability rates (see Table 4-18). Given the aging condition of the
Penn Plaza-Garment District office submarket, it is not surprising that the area had the highest pro-
portion of Class C office space (58 percent) compared to the other submarkets. That said, as a centrally
located office district with transit accessibility, Class C office asking rents in the Penn Plaza-Garment
District were relatively on par with the other submarkets at around $51 per square foot. However, in
terms of overall office gross rents (all classes), the Penn Plaza-Garment District submarket lagged
behind other markets in the study area with $52 per square foot. Lower pricing may be necessary to
compensate for the type and quality of the office space available, lower market desirability compared
to NoMad and for the higher maintenance costs of aging buildings in the market.

Due to the COVID-19 pandemic, office vacancy and availability increased across all submarkets and
all classes of office space, with the exception of Class A office space in Hudson Yards, as shown in
Table 4-19. As of the first quarter of 2022, the Penn Plaza- Garment District submarket had an overall
vacancy rate of 11 percent. In the Penn Plaza-Garment District subarea, Class A office space had the
lowest vacancy rate at 9 percent, as compared to 11 percent for Class B and 14 percent for Class C.
Other notable changes in the study area include an increase in the percentage of Class A office space
in Hudson Yards and a decrease in the availability and vacancy rate as new Class A office
developments became occupied by tenants. In 2021, the office market in Hudson Yards has fared

sf of hotel space are under construction in the Hudson Yards area. An additional 9.8 million sf of office,
6.8 million sf of residential, 291,135 sf of hotel, and 534,420 sf of retail uses are planned.

CoStar defines Class A as extremely desirable investment-grade property with the highest quality
construction and workmanship, materials and systems, significant architectural features, the highest
quality/expensive finish and trim, abundant amenities, first rate maintenance and management; usually
occupied by prestigious tenants with above average rental rates and in an excellent location with
exceptional accessibility. Class B is defined as “less appealing to tenants and may be deficient in a
number of respects including floor plans, condition and facilities. They therefore attract a wide range of
users with average rents. They lack prestige and must depend chiefly on lower price to attract tenants
and investors.” Class C is defined as “a no-frills, older building that offers basic space. The property has
below-average maintenance and management, a mixed or low tenant prestige, and inferior elevators and
mechanical/electrical systems”

33
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well in comparison to that of Manhattan at large. The desirability of Hudson Yards office space

can be linked to flight to quality (Class A and trophy assets) amongst companies.**
Table 4-18
2019 Office Submarkets Within the Study Area
* 406 31 518 146
Overall Gross Rent $52 $57+ $58 $58
Overall Availability Rate 121% 15.60% 8.9% 9.6%
ggvgrgll Vgggng¥ Rg;g 8.20% 14.609 6.40% 7.70%
Class A Office
% of Class A Office Buildings 5.9% 25.81% 13.3% 6.8%
Availability Rate of Class A 16.2% 16.00% 7.8% 6.9%
Vacancy Rate of Class A 6.20% 15.70% 9.20% 10.20%
Class B Office
% of Class B Office Buildings 36.5% 25.81% 49.1% 43.8%
Availability Rate of Class B 121% 15.90% 9.8% 13.7%
Vacancy Rate of Class B 9.00% 7.60% 5.80% 6.60%
Average Asking Rent of Class B $54 $47 $64 $38
Class C Office
9 57.5% 48.39% 37.6% 48.6%
Availability Rate of Class C 11.3% 1.20% 8.2% 9.5%
Vacancy Rate of Class C 9.10% 0.50% 5.80% 4.50%
Average Asking Rent of Class C $51 $52 $55 $50

NO R o Figure 4-3 fo idy a

3

4 Cushman & Wakefield, Hudson Yards Financing District Development and Revenue Report, September

—_Cushman & Waketield, Hudson Yards Financing District Development and Revenue Report, september
2021. HYIC Hudson Yards Revenue Bonds Fiscal 2022 Series A, Hudson Yards Infrastructure

Corporation (msrb.org)
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Table 4-19
2022 Office Submarkets Within the Study Area
Penn Plaza - Garment | Hudson Yards | Chelsea - NoMad | Murray Hill |
CoStar Building Inventory* 410 31 522 152
Overall Gross Rent $46 $47** $50 $48
Overall Availability Rate 19.10% 17.10% 16.80% 24.30%
Qverall Vacancy Rate 11.40% 7.00% 12.40% 17.80%
Class A Office
% of Class A Office SF 28.86% 90.15% 16.76% 39.16%
% of Class A Office o o o o
Buildinas 6.59% 25.81% 4.79% 6.58%
Availability Rate of Class A 16.40% 17.10% 19.20% 24.20%
Vacancy Rate of Class A 9.30% 7.00% 9.10% 14.80%
Class A $57 $50
Class B Office
% of Cl B Offi F 1.319 5.40% 50.90% 45.74%
% of Class B Office
" Buldinas 39.51% 25.81% 37.55% 42.76%
Availability Rate of Class B 21.30% 21.20% 16.70% 28.00%
Vacancy Rate of Class B 11.40% 9.90% 13.10% 22.50%
-
wﬁ ass B $48 $47 $52 $49
Class C Office
% of Class C Office SF 19.83% 4.45% 32.34% 15.03%
% of Class C Office
e e 53.90% 48.39% 57.66% 49.34%
Availability Rate of Class C 17.50% 14.10% 15.70% 13.30%
Vacanc¥ Rate of glass C 14.40% 3.809 Q.m% 11.40%
Average Asking Rent of
Class C $42 $47 $49 $44

Nonetheless, aging building stock has allowed companies to access transit-accessible Midtown
office space at lower rents compared to newer product in submarkets (such as Hudson Yards) and
more prime submarkets (including East Midtown). In particular, this has allowed for growth in the
number of Information sector firms in the area, including technology and media firms. At the same
time, new office product added to the neighboring Hudson Yards and East Midtown submarkets
have attracted corporate headquarters, multinational law firms, media agencies, and technology
firms. These larger companies and firms typically seek the amenities and technology associated with
newer Class A office buildings. Overall, the Project Area has lagged behind its neighboring markets
in attracting new development and larger business tenants.

As shown in Table 4-20, as of 2017, there were an estimated 374,495 workers and 14,602 firms
in the study area. As an established office cluster, study area employment data shows that many
jobs are concentrated in traditional office-related professional services sectors. The two largest
sectors were Administrative and Support, and Waste Management and Remediation Services,
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which employed 63,567 workers (17 percent) followed by the Professional, Scientific, and
Technical Services sector, which employed 53,078 workers (14 percent) in the study area. Due to
growth in the Information sector, it is now the third-largest industry in the study area with 50,151
workers (13 percent). Close behind these three sectors are Wholesale Trade (nine percent), Health
Care and Social Assistance (eight percent), Retail Trade (seven percent), and Accommodation and
Food Services (six percent). All other industries represent approximately five percent or less of
employment in the study area.

Table 4-20
Total Employment by Sector in the Study Area
Number of Firms as a Number of | Employment as a
NAICS Economic Sector Firms Percentage of Total | Employees | Percentage of Total
Accommodation and Food Services 921 6.3% 21,608 5.8%
Adm|n|§trgt|ve anq Support and Waste Management and 807 5.5% 63,567 17.0%
Remediation Services
Agriculture, Forestry, Fishing & Hunting 0 0.0% 0 0.0%
Arts, Entertainment, and Recreation 564 3.9% 11,600 3.1%
Construction 445 3.0% 11,861 3.2%
Educational Services 250 1.7% 7,431 2.0%
Finance and Insurance 496 3.4% 13,236 3.5%
Health Care and Social Assistance 517 3.5% 29,358 7.8%
Information 698 4.8% 50,151 13.4%
Management of Companies and Enterprises 269 1.8% 13,912 3.7%
Manufacturing 668 4.6% 9,724 2.6%
Mining 0 0.0% 0 0.0%
Other Services (except Public Administration) 889 6.1% 13,181 3.5%
Professional, Scientific, and Technical Services 2,950 20.2% 53,078 14.2%
Real Estate and Rental and Leasing 944 6.5% 10,463 2.8%
Retail Trade 1,171 8.0% 27,458 7.3%
Transportation and Warehousing 144 1.0% 4,582 1.2%
Wholesale Trade 2,864 19.6% 33,280 8.9%
Unclassified Establishments/Unknown 5 0.0% NA NA
Utilities 0 0.0% 5 0.0%
Total| 14,602 100.0% 374,495 100.0%

Note: For these data sources, the study area is defined as ZIP Codes 10001, 10018, 10119, 10120, 10121, 10122, 10123, and 10199 (see Figure
4-2). Due to data limitations, data ZIP codes for jobs in ZIP codes 10120, 10121, 10122, and 10123 are not available. The two-digit NAICS designation
of the business does not indicate the nature of the use within the Study Area; for example, a business within the Study Area designated as a
“manufacturing” business could have an office use rather than a manufacturing facility within the Study Area.

Source: LEHD, 2017; ZIP Code Business Patterns, 2017.

PROFILES OF POTENTIALLY DISPLACED BUSINESSES AND INSTITUTIONS

This section describes the characteristics of businesses within the Project Area that could be
directly displaced by the Proposed Project. Employment locations and worker estimates were
primarily based on information obtained from Reference USA and on-site fieldwork observations.
The listings from Reference USA, current as of 2019, provided a verified database of business
address listings, worker estimates, and business activities. Where business data sources were not
available, estimates were derived from observed business activity characteristics and tenant space
assumptions. These observations were also supplemented with primary data from building owners
when available. Some businesses may vacate their space in the Project Area before the analysis
years, but for the purposes of this analysis, it is assumed that those businesses listed will be in
operation during the time of displacement.
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As detailed in Table 4-21, Sites 2, 3, 6, and 8 have more than 40 businesses located thereon. Sites
2, 6, and 8 also have more than 1,000 employees. Site 2 has the most parcels and buildings and is
home to the greatest number of firms. Site 6 contains large retail employers including H&M and
Old Navy. Lastly, Site 8 has a number of large office tenants in 100 West 33rd Street and several
retail tenants in Manhattan Mall.

Table 4-21
Firms and Employees by Development Site
Number of Number of
RWCDS Development Site Firms Employees
Site 1 — Block 754 13 121
Site 2 — Block 780 259 2,962
Site 3 — Block 806 81 664
Site 4 — Block 784 (1 Penn West) 4 108
Site 5 — Block 784 (1 Penn East)’ 7 69
Site 6 — Block 809 75 1,076
Site 7 — Block 808 Hotel Pennsylvania** 15 609
Site 8 — Block 808 Manhattan Mall** 44 4,114
Total (All Sites) 498 9,723
Total Displaced in With Action Condition
(excluding Sites 4, 5 and 7) 472

Note: Figures rounded to nearest whole number. Refer to Figure 3-1 in Chapter 3, “Land Use, Zoning,
and Public Policy,” for development site locations.

*Approximately 120,000 gsf of commercial space in One Penn Plaza would be demolished in the With
Action condition as part of Site 5. All retail spaces are currently vacant and all office tenants would be
relocated within the building, therefore there would be no direct displacement associated with this space.
**The Hotel Pennsylvania closed in May 2020 and is currently undergoing demolition. Retail tenants in
Manhattan Mall have permanently vacated due to_th nkr f JCPenn he anchor

the COVID-19 pandemic. For the purposes of a conservative analysis, it is assumed that businesses would
re-tenant these spaces in the future without the Proposed Project.

Source: BJH Advisors, 2020; Reference USA, 2019.

Across the eight development sites, businesses and workers located on Sites 1, 2, 3, 6, and 8 would
be considered displaced due to the Proposed Project. Businesses and workers located on Sites 4,
5, and 7 are not included in the total displacement count because the businesses and workers on
these sites would have been displaced irrespective of the Proposed Project in the No Action con-
dition. Furthermore, business tenants or building owners on all development sites may make ar-
rangements with project sponsors to voluntarily vacate or sell their properties. These arrangements
to vacate or sell would be subject to private agreements and would not typically be considered
direct displacement by the Proposed Project, but are accounted for in this analysis. A full listing
of businesses considered displaced due to the Proposed Project in a With Action condition is found
in Appendix D.

Table 4-22 shows the potentially displaced 8,937 workers and 472 firms by NAICS sector.
According to this breakdown, the same two sectors prevalent in the study area represent the top
two sectors in terms of jobs and workers displaced: Professional, Scientific, and Technical
Services (37.7 percent of workers, 23.5 percent of firms) and Retail Trade (20.2 percent of
workers, 12.9 percent of firms). Accommodation and Food Services had the third-highest number
of firms potentially displaced (8.8 percent of workers, 9.9 percent of businesses). No other sector
represented more than 5 percent of workers or more than 10 percent of firms.
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Table 4-22
Potentially Directly Displaced Businesses/Institutions and Employment
Displaced
Number of Displaced Firms Number of Jobs as a
Businesses/ as a Percentage of Jobs Percentage of
NAICS Economic Sector Institutions Total Displaced Total
Accommodation and Food Services 46 9.7% 603 6.7%
l\,:‘dmmlstratlve and Suppc_)rt_and Wa_ste 05 5.3% 209 239
anagement and Remediation Services
Agriculture, Forestry, Fishing & Hunting 0 0.0% 0 0.0%
Arts, Entertainment, and Recreation 8 1.7% 27 0.3%
Construction 26 5.5% 392 4.4%
Educational Services 13 2.8% 190 2.1%
Finance and Insurance 27 5.7% 252 2.8%
Health Care and Social Assistance 31 6.6% 216 2.4%
Information 25 5.3% 429 4.8%
Management of Companies and Enterprises 2 0.4% 10 0.1%
Manufacturing 7 1.5% 167 1.9%
Mining 0 0.0% 0 0.0%
Other Services (except Public Administration) 41 8.7% 413 4.6%
Professional, Scientific, and Technical Services 111 23.5% 3,449 38.6%
Real Estate and Rental and Leasing 30 6.4% 373 4.2%
Retail Trade 61 12.9% 1,850 20.7%
Transportation and Warehousing 5 1.1% 35 0.4%
Wholesale Trade 11 2.3% 208 2.3%
Unclassified Establishments/Unknown 3 0.6% 114 1.3%
Utilities 0 0.0% 0 0.0%
Total 472 100.0% 8,937 100.0%
Source: BJH Advisors, 2020; Reference USA, 2019.

Table 4-23 shows the potentially displaced jobs as a percentage of total jobs in the study area.
Overall, displaced workers represent approximately 2.4 percent of employment in the study area.
There were no sectors that exceeded 10 percent of their respective sector’s total jobs in the study
area. The sectors with highest proportions of displaced workers included Retail Trade (seven
percent) and Professional, Scientific and Technical Services (seven percent). All other sectors had
approximately five percent or less of potentially displaced sector workers. It could be expected
that services from the displaced jobs may potentially be found elsewhere in the study area. Further
analysis of each of the sectors is required to understand the business operations and services within
the study area.

ACCOMMODATION AND FOOD SERVICES

As shown in Table 4-24, the Proposed Project could displace an estimated 603 employees working
in 46 Accommodation and Food Services sector establishments. Full-service restaurants repre-

sented 59 percent of those establishments, but only 46 percent of the potentially displaced sector
employees. Many of these services are located in ground-level storefronts. Hotel-related busines-

ses employed over 102 workers (17 percent of displaced workers in this sector). Overall
potentially displaced Accommodation and Food Services sector workers make up 2.8 percent of
the study area Accommodation and Food Services jobs.
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Table 4-23

Potentiallg Disglaced Employment as a Percentage of §tud¥ Area Employment

Number of Jobs Study Area Percentage of
NAICS Economic Sector Displaced Employees* Study Area*

Accommodation and Food Services 603 21,608 2.8%

Administrative and Suppqrt_and Wa§te 209 63,567 0.3%
Management and Remediation Services

Agriculture, Forestry, Fishing & Hunting 0 0 0.0%

Arts, Entertainment, and Recreation 27 11,600 0.2%

Construction 392 11,861 3.3%

Educational Services 190 7,431 2.6%

Finance and Insurance 252 13,236 1.9%

Health Care and Social Assistance 216 29,358 0.7%

Information 429 50,151 0.9%

Management of Companies and Enterprises 10 13,912 0.1%

Manufacturing 167 9,724 1.7%

Mining 0 0 0.0%

Other Services (except Public Administration) 413 13,181 3.1%

Professional, Scientific, and Technical Services 3,449 53,078 6.5%

Real Estate and Rental and Leasing 373 10,463 3.6%

Retail Trade 1,850 27,458 6.7%

Transportation and Warehousing 35 4,582 0.8%

Wholesale Trade 208 33,280 0.6%

Unclassified Establishments/Unknown 114 NA NA
Utilities 0 5 0.0%
Total 8,397 374,495 2.4%

10119, 10120, 10121, 10122, 10123, and 10199.

Notes: Refer to Figure 4-2 for study area and Project Area boundaries. Due to data limitations, study area employment
estimates apply ZIP codes that most closely approximate the study area boundary, including ZIP Codes 10001, 10018,

* Study area includes the existing employment within the Project Area.
Source: Reference USA, 2019; LEHD, 2017; ZIP Code Business Patterns, 2017.

Table 4-24
Potential Directly Displaced Accommodation and Food Service Busin
Businesses Employees
% of % of
Number Sector Number Sector
Total Total
Caterers 2 4.3% 11 1.8%
Drinking Places Alcoholic Beverages 2 4.3% 17 2.9%
Food Service Contractors 1 2.2% 9 1.5%
Full-Service Restaurants 27 58.7% 276 45.7%
Hotels (Except Casino Hotels) & Motels 5 10.9% 102 16.9%
Limited-Service Restaurants 6 13.0% 126 20.9%
Snack & Nonalcoholic Beverage Bars 3 6.5% 62 10.3%
Total 46 100.0% 603 100.0%
Source: Reference USA, 2019.

ADMINISTRATIVE AND SUPPORT, AND WASTE MANAGEMENT AND REMEDIATION

SERVICES SECTOR

There are 209 Administrative and Support, and Waste Management and Remediation Services
workers from 25 establishments that could be displaced by the Proposed Project. Close to two-
thirds of the employees and establishments are in either Employment Services (including
employment placement agencies, casting agencies, and recruitment agencies) or Travel and
Reservation Services (including travel agencies). Overall, the amount of displaced Administrative,
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Support, and Waste Management and Remediation Services workers represents 0.3 percent of
employment in the study area. This suggests that other Administrative, Support, and Waste
Management and Remediation Services could be found throughout the study area.

ARTS, ENTERTAINMENT, AND RECREATION SECTOR

There are an estimated 27 workers and eight establishments potentially displaced in the Arts,
Entertainment, and Recreation sector. The 27 workers are distributed across talent agency
companies, dance and theatre companies, and event promoters. Overall, this represents less than
one percent of Arts, Entertainment, and Recreation sector employment in the study area. This
suggests that the sector is not unique to the study area, and there would be a number of other Arts,
Entertainment, and Recreation Services remaining throughout the study area.

CONSTRUCTION SECTOR

Potentially displaced Construction sector establishments employ 392 employees in 26 firms. Most
of the firms and workers in this sector are building equipment contractors, including electricians;
heating, ventilation, and air conditioning [HVAC]; and plumbing (42 percent of workers, 39
percent of firms), as well as single-family residential building construction companies (29 percent
of workers, 35 percent of firms). The firms span various subsectors, including industrial building
construction, roofing, land subdivision, painting and wall covering contracting, and other specialty
construction trades. Overall, potentially displaced construction sector workers are three percent of
the study area’s employment, which suggests that there would be a number of other construction
services remaining throughout the study area. In addition, the office-based activities of these firms
are not uniquely dependent upon their location within the Project Area as their clients and “job
sites” are located throughout the City and broader region.

EDUCATIONAL SERVICES SECTOR

An estimated 190 Educational Services workers and 13 establishments could be displaced in the
Project Area, representing approximately three percent of sector workers in the study area. A
Touro College Graduate School campus, located at 320 West 31st Street, employs an estimated
30 employees. The remaining 160 workers are employed at other educational and training schools
providing instruction in a variety of subjects including food preparation, music, dance, test
preparation, cosmetology, and after school tutoring.

FINANCE AND INSURANCE SECTOR

An estimated 252 Finance and Insurance sector workers and 27 firms could be displaced by the
Proposed Project. The largest employer in this sector, SBLI Life Insurance, employs an estimated
111 workers. Seven insurance agencies and brokerages make up a majority (58 percent) of the
sector’s workers in the study area. The rest of the firms and workers are spread out across a variety
of services including investment advice (25 percent or workers, 33 percent of firms), commercial
banking and credit unions (8 percent of workers, 26 percent of firms), financial transactions
services (4 percent of workers, 11 percent of firms), and real estate creditors (4 percent of workers,
4 percent of firms). The 252 displaced workers represent two percent of Finance and Insurance
sector workers in the study area.
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HEALTH CARE AND SOCIAL ASSISTANCE SECTOR

The Proposed Project could displace 216 workers in 31 Health Care and Social Assistance
establishments. Some institutional establishments fall under the Health Care and Social Assistance
sector, including publicly funded health clinics and homeless services. The Antonio Oliveri
Center, located at 257 West 30th Street, provides drop-in homeless services. The balance of Health
Care and Social Assistance businesses had 20 or fewer employees including public health
organizations, doctors, dentists, mental health practitioners, optometrists, and physical therapists.
Overall, potentially displaced Health Care and Social Assistance workers make up less than one
percent of study area sector workers. While health care services and clinics would be found
throughout the study area, the loss of drop-in homeless services locations like the Antonio Oliveri
Center could affect an economically vulnerable population. Other drop-in homeless services are
located nearby, including the Mainchance Drop-In Center at 120 East 32nd Street, refer to Chapter

3

5, “Community Facilities,” for more information.

INFORMATION SECTOR

The Information sector had the fourth-highest share of displaced workers after Professional Services,
Retail Trade, and Accommodation and Food Services. As shown in Table 4-25, an estimated 429
Information sector workers and 25 establishments could be displaced due to the Proposed Project.
The 429 workers are employed at a variety of Information sector businesses including publishers,
motion picture and video production, software developers, film and music recording, telecommuni-
cations, and other information services. Overall, the displaced Information sector workers in the
Project Area represent one percent of the Information sector workers in the study area.

Table 4-25
Potential Directly Displaced Information Businesses
Businesses Employees
Number % of Total Number | % of Total
Newspaper, Periodical, Book, and Directory Publishers 4 16.0% 85 19.8%
Software Publishers 6 24.0% 79 18.4%
Motion Picture and Video Industries 4 16.0% 127 29.6%
Sound Recording Industries 1 4.0% 5 1.2%
Radio and Television Broadcasting 3 12.0% 27 6.3%
Wired and Wireless Telecommunications Carriers 2 8.0% 13 3.0%
Other Telecommunications 4 16.0% 43 10.0%
Data Processing, Hosting, and Related Services 0 0.0% 0 0.0%
Other Information Services 1 4.0% 50 11.7%
Total 25 100.0% 429 100.0%

Source: Reference USA, 2019.

MANAGEMENT OF COMPANIES AND ENTERPRISES SECTOR

Two firms in the Management of Companies and Enterprises sector could be displaced by the
Proposed Project. Both are holding companies, and together they employ an estimated 10 workers.
The two companies’ workers represent 0.1 percent of the sector’s workers in the study area.

MANUFACTURING SECTOR

An estimated 167 employees in seven Manufacturing establishments could be displaced due to the
Proposed Project. Two of the firms specialize in apparel and employ most of the displaced
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Manufacturing sector workers; each (Mighty Mac Sports and Consolidated Children’s Apparel)
have 50 or more employees. The remaining five firms are spread across apparel, food manufac-
turing, and metalworks. Overall, potentially displaced manufacturers make up approximately two
percent of study area sector workers, which includes the Garment District.

OTHER SERVICES SECTOR

The Other services sector (excluding public administration jobs) comprises establishments
engaged in providing services not specifically provided for elsewhere in the NAICS classification
system. An estimated 413 Other Services employees in 41 establishments could potentially be
displaced due to the Proposed Project. This represents three percent of the Other Services sector
workers in the study area. Personal care establishments, including salons and spas, represented 25
percent of the workers and 29 percent of the businesses.

It should also be noted that a number of institutions are listed under the Other Services sector,
including houses of worship and various non-profit organizations. Overall, religious, civic, labor,
and professional organizations represented almost two-thirds (65 percent) of workers and more
than half (51 percent) of the Other Services establishments. Many of these organizations are not
neighborhood-specific, and serve memberships and customers from all over the City and abroad.
The largest employers with 40 employees or more include the International Union, the Retail
Wholesale-Department Store Union, and the New York Restoration Project.

PROFESSIONAL, SCIENTIFIC, AND TECHNICAL SERVICES SECTOR

The Professional, Scientific, and Technical services sector has the largest share of the potentially
displaced workers (38 percent). As seen in Table 4-26, there are an estimated 3,449 employees
associated with 111 potentially displaced Professional, Scientific, and Technical services sector
businesses. Law firms (35) and accounting firms (24) account for half of the displaced businesses
(53 percent of total businesses) and employ 388 workers (11 percent of total workers). All of these
law and accounting firms have 25 employees or less. The third-largest subsector in terms of
displaced firms is advertising and public relations, with 2,628 professional workers in 10
potentially displaced firms. The Interpublic Group was the largest employer in the sector with an
estimated 2,540 employees. Nine potentially displaced management, scientific, and technical
consulting firms employ 157 workers (five percent of the total). Most of the firms in this subsector
are employed in small firms of 20 employees or less. The rest of the firms in this sector include
architectural and engineering, computer systems firms, and research and development firms.

Table 4-26
Potential Directly Displa Professional, Scientific, and Technical Service Busin
Businesses Employees
Business Subsectors Number % of Total Number % of Total

Legal Services 35 31.5% 216 6.3%

Accounting, Tax Preparation, Bookkeeping, and Payroll Services 24 21.6% 172 5.0%
Architectural, Engineering, and Related Services 12 10.8% 129 3.7%
Specialized Design Services 6 5.4% 22 0.6%
Computer Systems Design and Related Services 2 1.8% 11 0.3%
Management, Scientific, and Technical Consulting Services 9 8.1% 157 4.6%
Scientific Research and Development Services 5 4.5% 49 1.4%
Advertising, Public Relations, and Related Services 10 9.0% 2,628 76.2%
Other Professional, Scientific, and Technical Services 8 7.2% 65 1.9%

Total 111 100.0% 3,449 100.0%

Source: Reference USA, 2019.
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Collectively, these potentially displaced jobs represent seven percent of the study area sector jobs.
Although several large firms are located in the Project Area, the nature of their work would not
necessarily be neighborhood-specific. Overall, the services of these Professional, Scientific, and
Technical service businesses are not uniquely dependent on services in the neighborhood.

REAL ESTATE, RENTAL, AND LEASING SECTOR

An estimated 373 employees in 30 Real Estate, Rental, and Leasing establishments could
potentially be displaced due to the Proposed Project. Twenty-four real estate agency and brokerage
firms employ 313 employees (84 percent of total workers). Of those 24 real estate firms, only
three (Broadwell Management, Greater Lakeside, and Jeffrey Management Corp) have 50 or more
employees. Other firms employing 25 workers are spread throughout the real estate leasing
companies, automotive rentals, and electronics/appliance rentals subsectors. Overall, potentially
displaced Real Estate, Rental, and Leasing businesses make up four percent of the study area
sector workers. Many of these companies do not operate exclusively in the neighborhood and
provide real estate and leasing services throughout the City.

RETAIL TRADE SECTOR

Second only to professional services in terms of total workers and businesses displaced, the Retail
Trade sector has 1,850 workers in 61 firms potentially displaced due to the Proposed Project (see
Table 4-27). In terms of sector proportion, the Retail Trade sector has the highest proportion (6.7
percent) of sector workers potentially displaced. Many of the sector’s firms, similar to Food and
Accommodation sector establishments, are located along ground-level storefronts. J.C. Penney is
the largest retailer in the Project Area with 700 employees (38 percent of total displaced).
Furthermore, almost half of workers (46 percent) are associated with 22 clothing stores consisting
of 851 employees. The largest clothing store retailers with 200 or more employees include large
chains, such as H&M and Old Navy, and retail store franchises associated with Haddad Brands.
The remaining 38 retail stores employ 299 workers (16 percent of the total) included a variety of
retailer types, including furniture, home furnishings, electronics, groceries, health and personal
care, shoes, jewelry, books, sporting goods, toys, gifts, and general merchandise.

TRANSPORTATION AND WAREHOUSING SECTOR

A total of 35 employees in five firms in the Transportation and Warehousing sector could be
displaced by the Proposed Project. The firms include two courier services, a freight transportation
company, a limousine service, and an aviation service. The five companies’ 35 workers represent
one percent of the sector’s workers in the study area.

WHOLESALE TRADE SECTOR

The Wholesale Trade sector has 208 workers in 11 firms that could be displaced by the Proposed
Project. This represents one percent of Wholesale Trade jobs in the entire study area. The largest
employer, Scharff Weisberg, is an entertainment technology equipment wholesaler employing an
estimated 100 workers (48 percent of total sector). The remaining 10 firms are smaller firms of 25
employees or less, scattered across wholesale trade of electronics, home and office supplies,
clothing, and transportation subsectors.
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Table 4-27
Potential Directly Displaced Retail Trade Businesses
Businesses Employees
Number % of Total Number % of Total

Furniture Stores 2 3.3% 15 0.8%
Home Furnishings Stores 1 1.6% 4 0.2%
Electronics and Appliance Stores 5 8.2% 69 3.7%
Grocery Stores 1 1.6% 4 0.2%
Health and Personal Care Stores 4 6.6% 63 3.4%
Clothing Stores 22 36.1% 851 46.0%
Shoe Stores 2 3.3% 8 0.4%
Jewelry, Luggage, and Leather Goods Stores 3 4.9% 41 2.2%
Sporting, Hobby, and Musical Instrument 6 9.8% 29 1.6%

Stores
Book Stores and News Dealers 1 1.6% 4 0.2%
Department Stores 1 1.6% 700 37.8%
General Merchandise Stores, includin

Warehouse Clubs and Supercentersg ! 1.6% 4 0.2%
Office Supplies, Stationery, and Gift Stores 4 6.6% 27 1.5%
Other Miscellaneous Store Retailers 7 11.5% 23 1.2%
Electronic Shopping and Mail-Order Houses 1 1.6% 8 0.4%

Total 61 100.0% 1,850 100.0%

Source: Reference USA, 2019.

UNKNOWN / UNCLASSIFIED / ALL OTHER ESTABLISHMENTS

The Proposed Project could result in the direct displacement of three firms employing 114 workers
in Unknown / Unclassified establishments.*> Although the study area contained some agriculture,
mining, and utilities sector workers and businesses, none were located in the Project Area.

MUSIC-RELATED BUSINESSES*

There are 17 potentially displaced music-related businesses employing an estimated 303 people
in the Project Area.?’ These businesses include sound recording studios, production studios, radio
stations, guitar schools, dance studios, and musical instrument and supplies stores. The potentially
displaced businesses represent less than one percent of music-related businesses and less than one

35 Reference USA listed an additional 62 unclassified businesses with 0 employees. Most of these

businesses are limited liability companies and incorporated company addresses.

36 Music-related businesses are categorized in several different NAICS codes. In this analysis, music-

related businesses defined by NAICS categories include Sound Recording Businesses (512240), Music
Instrument and Supply Stores (451140), Fine Arts Schools (611610), Independent Artists, Writers, &
Performers (711510), Other Electronic Parts & Equipment Merchant Wholesalers (423690), Motion
Picture & Video Production (512110), Electronic Stores (443142), Radio Stations (515112), and
Promoters with Facilities (711310).

37 _Reference USA data (2019), fieldwork research (May 2020-July 2020), and desktop research were used
to identify specific businesses in the study area. As of March 2022, some of these businesses may have
closed or relocated to new neighborhoods outside the Study Area.
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percent of music-related employment in Manhattan.*® In addition to the employees who work at
the potentially displaced music-related businesses, there are many self-employed and freelance
artists and musicians who rent spaces, and often specialized equipment, in which to rehearse and
produce music. These individuals are not included in the employment estimate provided above
due to data limitations. In addition, one of the studio spaces in the area provides a music program
for disabled musicians. Taken together, the music-related businesses, studio spaces, and musicians
and artists support a vibrant music economy in the Project Area.

THE FUTURE WITHOUT THE PROPOSED PROJECT (NO ACTION CONDITION)

This section describes future socioeconomic conditions expected in the Project Area and the study
area based on the No Action condition by the analysis years: Phase 1 in 2033 and by Phase 2 in
2044. Based on current zoning and land use development patterns, the study area will develop
with new residential and commercial uses.

In the No Action condition, it is assumed that Sites 4, 5, and 7 will be redeveloped in phases. By
the end of Phase 1 in 2033, in the absence of the Proposed Project, Site 4 (the current Penn West
site) will be redeveloped into a hotel-residential development with 310 hotel rooms, 630
residential units, and 120,000 gsf of retail while Site 7 (the current Hotel Pennsylvania) will be
redeveloped into a new office building with ground-floor local retail. By the end of Phase 2 in
2044, in the absence of the Proposed Project, Site 5 (the current Penn East site), will be
redeveloped into a new office building with 172,500 gsf of office and 11,000 gsf of retail. In total,
by 2044, the sites will contain an estimated 3.1 million gsf of office space, 272,000 gsf of
destination retail space, 420,000 gsf of local retail, 758 residential units, and 961 hotel rooms.

By 2033, three additional projects are expected to be completed in the Project Area irrespective
of the Proposed Project: new commercial spaces and transit and facade improvements to
Moynihan Station, 1 Penn Plaza, and 2 Penn Plaza. In total, the three new developments within
the Project Area will add an estimated 839,000 gsf of office and 123,000 gsf of retail.>* Outside
of the Project Area but within the study area there are 30 known projects that will be completed
by 2033. Collectively, these projects will develop an estimated 2,800 dwelling units, 2,700 hotel
rooms, 5.6 million gsf of office, and 176,000 gsf of retail. However, even with the new office
product coming online, the study area—absent the Proposed Project—could see an increase in
office to hotel and residential conversions.*’ If more office conversions occur, this would lead to
a dilution of office space as a proportion of total program space within the study area.

Under the No Action condition, the remaining development sites (Sites 1, 2, 3, 6, and 8) would
not be redeveloped. The buildings on these sites would continue to age, and the office stock in the
Project Area may become less desirable as a commercial office hub even with transportation
improvements. Tenants seeking more updated office stock with amenities may opt for neighboring

38 Music-related businesses and employee counts categorized by 6-digit NAICS codes are only available

at the borough level.

3 The Farley Office Building/Moynihan Train Hall will contain 123,000 gsf of retail and 672,524 gsf of office
space. 2 Penn Plaza will add 166,750 gsf of new office space and transit improvements. A portion of this
program has been completed with the opening of Moynihan Train Hall in 2021. 1 Penn Plaza will have
renovations to fagade, exterior, and building spaces but no changes to overall building area.

40 Examples of conversions from office to residential or hotel uses include: 321 West 37th Street (office to
residential, completed 2015); 960 Sixth Avenue (office to hotel, completed 2013), and 485 Seventh
Avenue (office to hotel, completed 2017).

4-47



Pennsylvania Station Area Civic and Land Use Improvement Project

real estate markets with more updated offerings, such as Hudson Yards or Midtown East. As noted

in Table 4-19 above, data on office vacancy and availability show that the office market in Hudson
Yards has lower vacancy rates than other office submarkets in the study area, as Class A office
space has performed particularly well during the COVID-19 pandemic. The desirability of Hudson
Yards office space can be linked to flight to quality (Class A and trophy assets) amongst
companies. Class A and trophy office spaces have lower vacancy than Class B and C buildings
due in part to stronger and more financially resilient tenant rosters, more desirable amenities, and
modern technologies and layouts that improve office health and safety. As “work from home” and
hybrid work remain popular options for many workplaces, office spaces and workplaces must
adapt to meet the needs and desires of their employees. These needs include more spacious layouts
that encourage collaboration, modern amenities, and proximity to transit centers and many older
office buildings cannot be adequately renovated to meet these needs.*'

In terms of new workers and residents, the No Action condition will add 14,600 employees and 1,270
new residents to the Project Area at Sites 4, 5, and 7. Table 4-28 provides a breakdown of new
employment generated by planned use and employee counts, including No Build projects in the
Project Area. Employment estimates were generated based on standard industry assumptions
regarding property use and average numbers of employees per square foot, rooms, units, or spaces.

The new developments in the No Action condition will replace lost Accommodation and Food
Services and Retail Trade employment with Site 4 (1 Penn West) development providing newer
hotel and retail offerings. Moreover, development in the No Action condition will support an
estimated 12,300 new office jobs. The new office towers on Sites 5 and 7 would attract a mix of
businesses similar to those that exist in the Project Area today, including Professional, Scientific,
and Technical service sector firms and Information and Technology sector firms.

Table 4-28
Estimated Full-Time Equivalent Employment Generat Build Projects in
the Study Area
Phase 1 (2033) Phase 2 (2044)
No Build Projects in the Development Development
| Project Uses Study Area Sites Total Sites Total
Office 25,610 11,563 37,173 12,253 37,863
_Destination Retail 0 311 311 311 311
Local Retail 899 1,350 2,248 1,263 2,161
Parking 4 36,86 41 37 41
Hotel 892 320 1,213 320 1,213
Community Facility 237 375 611 375 611
_Residential 112 30 142 30 142

4! Cushman & Wakefield, Hudson Yards Financing District Development and Revenue Report, September

2021. HYIC Hudson Yards Revenue Bonds Fiscal 2022 Series A, Hudson Yards Infrastructure
Corporation (msrb.org)

4-48


https://emma.msrb.org/P11539380-P11189325-P11606560.pdf
https://emma.msrb.org/P11539380-P11189325-P11606560.pdf

Chapter 4: Socioeconomic Conditions

THE FUTURE WITH THE PROPOSED PROJECT (WITH ACTION CONDITION)

This section describes future changes in socioeconomic conditions expected in the Project Area and
the study area based on the With Action condition by the analysis years (Phase 1 in 2033 and Phase
2 in 2044) and assesses whether those changes would result in significant adverse impacts.
According to the 2020 CEQR Technical Manual, direct business placement would be considered a
significant impact if the potentially displaced businesses provide essential products or services to the
local economy that would no longer be available in its “trade area” to local residents or businesses
due to the difficulty of either relocating the businesses or establishing new, comparable businesses.

The With Action condition envisions a cohesive, transit-oriented mixed-use district with revitalized
office, retail, and residential buildings. Under the With Action condition, the Proposed Project
would result in increased density in the form of new office towers, hotel space, and retail.
Moreover, each site would have transit improvements and new connections to the potential
expansion of Penn Station. Overall, redevelopment would seek to upgrade or replace the existing
aging office, retail, and hotel stock.

Investments in revitalized commercial development, transit connectivity, and the public realm are
crucial to the long-term competitiveness of the Project Area as a commuter hub and business
district. As the Proposed Project replaces aging infrastructure and buildings, it would provide
additional space for future business growth and new tenants. Further, improvements would be
made to the public realm to enhance open space, walkability, and ground-floor aesthetics for
workers, residents, and visitors.

MAXIMUM COMMERCIAL SCENARIO

Under Phase 1, by 2033, Sites 1, 4, and 7 would be redeveloped and buildings on Sites 2 and 3
would be demolished. By the end of Phase 1, the new development on Site 1 would have 584,000
gst of office, 542 residential units, and 14,500 gsf of retail; Site 4 would have 290,000 gsf of
office, 100,000 gsf of retail, and 734 hotel rooms; while Site 7 would have 1.9 million gsf of office
and 202,000 gsf of retail. Subsequently, by the completion of Phase 2 in 2044, all eight sites would
be redeveloped under the With Action condition totaling approximately 13.1 million gsf of office,
811,000 gsf of retail, 734 hotel rooms, and 542 residential units. The projected incremental change
between the No Action and With Action condition resulting from the Proposed Project would be
an additional 10.0 million gsf of office, and 118,000 gsf of retail.

Based on these projected increments, there would be a net increase of 39,800 employees in the
With Action condition over the No Action condition (see Table 4-29). Overall, the Proposed
Project would accommodate up to an estimated 52,200 office workers, 1,860 retail workers, and
245 hotel workers, and 22 residential unit workers. The new office space would allow for growth
in already prominent sectors like Professional, Scientific, and Technical Services and Information
services, and may attract additional growth in other office-related sector companies. In addition,
newer retail and hotel offerings would allow for new job opportunities for sector workers in
Accommodation and Food Services and Retail Trade.
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Table 4-29
Estimated Full-Time Equivalent Employment Generated by No Action Condition and With
Action Condition with Increment Changes

Phase 1 (2033) Phase 2 (2044)
No Action With Action Increment No Action With Action Increment
Office 11,563 13,935 2,372 12,253 52,232 39,979
Destination Retail 311 427 115 311 351 39
Local Retail 1,350 1,209 -140 1,263 1,513 250
Parking 37 4 -33 37 8 -29
Hotels 320 245 -76 320 245 -76
Community Facility 375 202 =172 375 18 -356
Residential 30 22 -9 30 22 -9
Rounded Totals 14,000 16,000 2,000 14,600 54,400 39,800

Notes: Estimates refer to employment generated on development site locations. Refer to Figure 3-1 for development site locations.
Totals rounded to nearest hundred.
Source: AKRF, Inc., 2022.

MAXIMUM RESIDENTIAL SCENARIO

Under Phase 1, by 2033, Sites 1, 4, and 7 would be redeveloped and buildings on Sites 2 and 3
would be demolished. By the end of Phase 1, the new development on Site 1 would have 584,000
gsf of office, 542 residential units, and 14,500 gsf of retail. Site 4 would have 630 residential units,
100,000 gsf of retail, and 472 hotel rooms, and Site 7 would have 1.9 million gsf of office and
202,000 gsf of retail. Subsequently, by the completion of Phase 2 in 2044, all eight sites would be
redeveloped under the With Action condition totaling approximately 11.6 million gsf of office,
823,000 gsf of retail, 472 hotel rooms, and 1,798 residential units. The projected incremental
change between the No Action and With Action condition resulting from the Proposed Project
would be an additional 8.5 million gsf of office, 130,000 gsf of retail, and 1,004 residential units.
Based on these projected increments, there would be a net increase of 33,800 employees in the
With Action condition over the No Action condition (see Table 4-30). Overall, the Proposed
Project would accommodate up to an estimated 46,200 office workers, 1,880 retail workers, 160
hotel workers, and 70 residential units workers. The new office space would allow for growth in
already prominent sectors like Professional, Scientific, and Technical Services and Information
Services, and may attract additional growth in other office-related sector companies. In addition,

newer retail and hotel offerings would allow for new job opportunities for sector workers in
Accommodation and Food Services and Retail Trade.

Table 4-30
Estimated Full-Time Equivalent Emplovment Generat Action Condition an ith
Action Condition with Increment Changes: Maximum Residential Scenario
Phase 1 (2033) Phase 2 (2044)
Office 11,563 12,778 1,215 12.253 46,243 33,990
Destination Retail 311 427 115 311 365 53
Local Retail 1,350 1,209 (140) 1,263 1,513 250
Parking 37 4 (33) 37 8 (29)
Hotels 320 157 (163) 320 157 (163)
Community Facility 375 202 (172) 375 18 (356)
Residential 30 47 17 30 72 42

Totals roun tn rthr.
Source: AKRF, Inc., 2022.
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Overall, many of the services displaced would eventually be re-introduced into the Project Area
in newer spaces and with greater capacity for expansion_or would be able to relocate in existing
spaces in the primary study area. Furthermore, the mix of jobs and establishments would not differ
from what currently exists in the Project Area. As mentioned, the Project Area has a concentration
of businesses and employees in a variety of sectors, especially Professional, Scientific, and
Technical Services; Accommodation and Food Services; and Retail Trade. Jobs are expected to
grow as well as for other office related sectors, including Finance and Insurance, Real Estate and
Leasing, and Administrative and Support Services. Likewise, given the increase in office uses,
employment within industrial and manufacturing sectors would remain low within the Project
Area and is not expected to grow. These sectors include Construction, Manufacturing,
Transportation and Warehousing, and Wholesale Trade. With the recent rezoning in the Garment
District, where limits on new office space were removed, this trend in non-office sectors would
be expected to continue independent of the Proposed Project.

The potentially displaced businesses and institutions provide a wide variety of products and
services to the local economy. However, these products and services are not unique to the study
area and several of the establishments serve consumers and clients at the city-wide and metro-
wide level. Most of the potentially displaced businesses have products and services that may be
found in other businesses not being displaced within the study area, and within the larger trade
areas of Manhattan and New York City. Similarly, there were no institutions identified that
provide services exclusively to the Project Area. For instance, there are nearby alternatives to the
Antonio Oliveri Center, which provide vital drop-in homeless services, including the Mainchance
Drop-In Center at 120 East 32nd Street. The potential impacts of displacement of the Antonio
Olivieri Center are described in further detail in Chapter 5, “Community Facilities.”

There were no potentially displaced businesses and institutions identified that would have unique
locational requirements that would make relocation particularly challenging. Most of the
potentially displaced businesses and institutions are currently operating in office or retail spaces.
According to real estate market data from CoStar, as of Q4 2019, there was over 52.5 million gsf
of available leasable office space and at least 1.3 million gsf of available leasable retail space
within Midtown Manhattan. For potentially displaced businesses and institutions that may not
relocate into Class A office space, there is an estimated 13.4 million gsf of available Class B office
space and 3.8 million gsf of available Class C office space in Midtown Manhattan (as of Q4 2019).
Based on this data, there would be opportunities for potentially displaced businesses and
institutions to relocate close to the Project Area. Depending on where a relocated business may
choose to resettle, some office businesses may be eligible for the New York City Relocation and
Employment Assistance Program (REAP) program. REAP offers business income tax credits for
relocating jobs from outside of New York City or below 96th Street in Manhattan to designated
locations above 96th Street in Manhattan or in one of the other four boroughs. Moreover,
businesses that would be displaced by property acquisitions for the potential Penn Station
expansion on Sites 1, 2, and 3 would be eligible to receive compensation for their trade fixtures
and for moving and related expenses in accordance with applicable law.

As discussed above, the Project Area supports a vibrant music economy with music-related
businesses, studio spaces, artists, and musicians. As shown in Table 4-31 there are numerous other
music-related businesses and venues that offer similar services as the potentially displaced music-
related businesses within the “4-mile study area and across New York City. While the potentially
displaced music-related businesses are important to the local economy, comparable products and
services would continue to be available to artists and musicians in the study area and New York
City. In addition, employment opportunities would continue to be available within the “-mile
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study area, borough, and City at large*” for employees of the potentially displaced music-related
businesses and the displaced businesses do not have unique locational requirements that would
preclude relocation elsewhere in the study areas or Manhattan.* Therefore, the potential direct
displacement of music-related businesses would not constitute a significant adverse impact to

socioeconomic conditions.

Table 4-31

List of Music-Related Businesses Offering Similar Services Within the ?

Juction Studi
Mirrortone Studio 146 West 29th Street
362 7th Avenue

JAMBOX Entertainment Studios

311 West 34th Street

Smash Studios

307 West 36th Street

Lounge Studios

315 West 39th Street

Manhattan Beach Recording

12 W 7th Str

Shelter Island Sound Studios

40 West 27th Street

Continental Recording Company

40 West 27th Street

True Film Production

251 W 30th St 5th FI

Big Appl i

229 W 28th St FI INTD

Mirrortone Studios

146 W 29th St Suite 11R FI

Reel Creative Studios

146 W 29th St Suite 11R FI

Bravo Studios

Dance, Visual Arts, and
House of Movement

145 W 28th St

500 8th Ave

Piel Canela New York Latin Dance School

500 8th Ave 4th FI

NY DANCE ARTISTRY

421 7th Ave #300

City Best Dance 412 Eight Ave 4th FI

Sensual Movement Studio ight Ave
Navatman, INC 38 W 32nd St #1207

Ballroom With Us - Dance Studio NYC 25 W 31st St

| | NY 10001, 520 8th Ave
Shiamak Davar Hollywood dance NYC 520 8th Ave FI1. Ripley-Grier Studios
MBD 545 8th Ave
Emmanuel Pierre-Antoine Dance Studio NYC 320 W 37th St 2nd FI
Exotic Dan ntral 519 8th Ave
Manhattan Art 115 W 30th St #1204
Pl Art 328 7th Ave 6th FI
BT Art Universal Building, 16 W 32nd St
Roux Academy 824 W 33rd St
The Acting Studio - New York 248 W 35th St 14th F

Acting & Voice Studios

213 35th St Suite 1300

MN Acting Studio

213 35th St Suite 802b

4 As of the publication date of the FEIS, there are rehearsal and recording spaces available for rent on an

hourly, daily, and/or monthly basis within the study area. According to the 2020 QCEW Annual
Averages data, there are 90 sound recording businesses in Manhattan and over 130 sound recording
studios across New York City (see Table 4-30 for more information).

4 According to CoStar (1st Quarter, 2022), there were 123 million sf of Class B and 41 million sf of Class
C office space in Midtown Manhattan. The vacancy rate for Class B office space was 12.3 percent (15.2
million sf) in Midtown Manhattan and the vacancy rate for Class C office space was 12.1 percent (4.9
million sf).
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500 8th Ave FI 12 Suite 1

Tom Todoroff Studio
A Class Act NY 519 8th Ave 12th FI
Actorclass 519 8th Ave 12 Fl, Studio K
ACTeen--Acting for Teens 134 W 29th St #2nd
Sedgwick Acting Studio 39 W 29th St F12 FI 1
Deena Levy Theatre Studio 15 W 28th St
The Freeman Studio 38 W 28th St FI 5
T Schreiber Studio 151 W 26th St #1000
William Esper Studio Inc 208 W 37th St Fl 1
Anthony Meindl's Actor Workshop - New York 255 W 36th St #204
The Barrow Group Performing Arts Center 520 8th Ave #901
Matthew Corozine Studio Theatre 357 W 36th St #202
Simba Productions 115 W 29th St #605
Transcendent Enterprise 121 W 27th St Suite 1003¢
Deverge Studio 150 W 28th St 6th fl
Contra Studios 141 W 28th St 11th FlI
Digital Arts 130 W 29th St 12th Fl
Ataboy Studios 125 W 20t St
Chelsea Television Studios 221 W 26th St #6703
Lounge Studios 315 W 39th St
Sinema Films 315 W 36th St
Full reativ W 38th ite 11
Smash Studios 307 W 36th St 18th FI
—— Radio Stati ——
WHTZ-FM Newark/New York City 1-33 W 33rd St Fl1
WKTU-FM Lake Success/New York City 1-33 W 33rd St FI1
WWPR-FM New York/New York City 350 5th Ave
Wkob 350 5th Ave
512 Fashion Ave

Excelsior Radio Networks
| Radio & TV Broadcast Engineers 225\ 34th StFI1. 14 Pennplaza |
Radio Stati { i )
5 Penn Plaza Fl1. Thomas

Sirius Satellite Radio
African Time Bri ing In 421 7th Ave
| SunBroadcast Group, Inc. 363 7th Ave 2nd Floor
Music Instrument Stores
Sunnyside Communications Inc 348 W 38th St #12B
Armens Music Shop 347 W 36th St
Sam Ash Music Stores 333 W 34th St
Rogues Music 220 W 30th St
30th Street Guitars 234 W 27th St
Flute Center of New York 307 7th Ave Suite 401
Music Restoration Place 352 7th Ave

N : 1. Excluding the Project Ar

Source: BJH 2022.

Overall, the Proposed Project would not result in the displacement of businesses and institutions
considered essential to the Project Area. The potentially displaced businesses serve trade areas
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larger than the Project Area or would be able to find comparable space within the borough or City
given real estate space availability** and available relocation programs. Thus, there would be no
significant adverse impacts related to direct displacement due to the Proposed Project.

H. DETAILED ANALYSIS OF INDIRECT BUSINESS AND
INSTITUTIONAL DISPLACEMENT

According to the 2020 CEQR Technical Manual, a detailed assessment of indirect business and
institutional displacement is warranted if the preliminary assessment determined that the Proposed
Project has the potential to introduce a trend that would increase property values and thus increase
rents for a potentially vulnerable category of businesses.

The preliminary assessment identified a number of changes to the Project Area including the
introduction of 54,400 new employees in the With Action condition. This increase in worker
population could increase demand for local retail services and impact local retail districts within
the study area. Moreover, in introducing a total of 13.1 million gsf of new commercial office
space, the possibility of displacement due to rent increases for certain categories of businesses
within the study area could not be ruled out through the preliminary assessment.

This section provides an analysis of existing conditions, an assessment of subdistricts or unique
neighborhoods within the study area, an assessment of establishments potentially vulnerable to
indirect displacement, and an analysis of future conditions in the No Action and With Action

conditions. The study area for this analysis is the “-mile study area. This assessment analyzes the
Maximum Commercial Scenario.

EXISTING CONDITIONS

EMPLOYMENT TRENDS

As Table 4-32 shows, there are 375,000 workers and 14,600 firms in the study area. The
Professional, Scientific, and Technical Services sector was the second-largest in the study area in
terms of workers (53,078), but the largest in terms of firms (2,950). The largest sector in the study
area was the Administrative and Support and Waste Management and Remediation Services
sector, which employed an estimated 63,567 employees.

4 According to CoStar (4th Quarter, 2019), the availability rate for Class B office space was 11.2 percent
(13.4 million sf) in Midtown Manbhattan, 10.6 percent (18.7 million sf) in Manhattan overall, and 11.4
percent (3.3 million sf) in Brooklyn. Further, the availability rate for Class C office space was 8.6 percent
(3.8 million sf) in Midtown Manhattan, 7.8 percent (5.1 million sf) in Manhattan, and 3.9 percent (0.6

million sf) in Brooklyn. According to CoStar (1st Quarter, 2022), the availability rate for Class B office

space was 18.7 percent (23.1 million sf) in Midtown Manhattan, 17.4 percent (31.5 million sf) in

Manhattan overall, and 14.2 percent (4.3 million sf) in Brooklyn. Further, the availability rate for Class
C office space was 14.6 percent (6.0 million sf) in Midtown Manhattan, 12.2 percent (7.5 million sf) in
Manhattan, and 4.3 percent (0.7 million sf) in Brooklyn. Inventory is based on CoStar sample and
submarkets and not necessarily exclusive of study area boundaries. CoStar figures are leasable gsf.
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Table 4-32
Firms and Employment in the 4 Mile Study Area, 2012-17
Firms Workers
% Change % Change
NAICS Economic Sector 2012 2017 2012-17 2012 2017 2012-17
Accommodation and Food Services 718 921 28.3% 15,729 21,608 37.4%
Administrative anq Sypport qnd Waste and 834 807 3.2% 31,930 63.567 99.1%
Remediation Services
Agriculture, Forestry, Fishing & Hunting 0 0 0.0% 2 0 -100.0%
Arts, Entertainment, and Recreation 441 564 27.9% 9,626 11,600 20.5%
Construction 391 445 13.8% 7,527 11,861 57.6%
Educational Services 210 250 19.0% 7,401 7,431 0.4%
Finance and Insurance 478 496 3.8% 12,686 13,236 4.3%
Health Care and Social Assistance 403 517 28.3% 26,381 29,358 11.3%
Information 637 698 9.6% 18,511 50,151 170.9%
Management of Companies and Enterprises 209 269 28.7% 12,687 13,912 9.7%
Manufacturing 818 668 -18.3% 11,704 9,724 -16.9%
Mining 0 0 0.0% 0 0 0.0%
Other Services (except Public Administration) 868 889 0.0% 10,381 13,181 27.0%
Professional, Scientific, and Technical Services 2,951 2,950 0.0% 44,020 53,078 20.6%
Real Estate and Rental and Leasing 887 944 6.4% 9,850 10,463 6.2%
Retail Trade 1,203 1,171 -2.7% 25,598 27,458 7.3%
Transportation and Warehousing 166 144 -13.3% 3,619 4,582 26.6%
Wholesale Trade 3,490 2,864 -17.9% 32,651 33,280 1.9%
Unclassified Establishments/Unknown 8 5 -37.5% NA NA NA
Utilities 1 0 -100.0% 28 5 -82.1%
Total 14,713 14,602 -0.8% 280,331 374,495 33.6%

Note: For these data sources, the study area is defined as ZIP Codes 10001, 10018, 10119, 10120, 10121, 10122, 10123, and 10199.
Due to data limitations, data ZIP codes for jobs in ZIP codes 10120, 10121, 10122, and 10123 are not available. The two-digit NAICS
designation of the business does not indicate the nature of the use within the Study Area; for example, a business within the Study Area
designated as a “manufacturing” business could have an office use rather than a manufacturing facility within the Study Area.

Source: LEHD, 2012-17; ZIP Code Business Patterns, 2012-17.

Within the study area, the number of firms remained relatively constant between 2012 and 2017, while
employment grew by nearly 34 percent in the same period to nearly 375,000 workers. This coincides
with a period of high employment growth in the City, when 530,000 jobs where added.*> Much of this
growth was concentrated in office-related sectors, such as Professional, Scientific, and Technical
Services; and Information. The Information sector experienced the largest expansion in real numbers
and proportion by growing 171 percent, to 50,151 workers. It should be noted that the ZIP code areas
included in the analysis encompass Hudson Yards and parts of Chelsea outside the study area. Since
2012, several office buildings have come online in Hudson Yards, while large Information sector
companies, including Google and Twitter, have expanded into the Chelsea office submarket.

Non-office sector industries, such as Manufacturing and Wholesale Trade, experienced little
growth or declines in the 2012-2017 period. The decline in non-office sector industries appears
to be unique to the study area or, in the case of manufacturing, more severe. In fact, the
Manufacturing sector shrank 18 percent, to 668 firms, and shed 17 percent of workers, down to
9,724 within the study area. Likewise, Manufacturing declined City-wide (by 3.0 percent) though
not as severely as in the study area.*® Further, while Wholesale Trade grew 15.3 percent, City-

4 Employment statistics were derived from the LEHD (2012-2017).
46 City-wide employment statistics were derived from the LEHD (2012-2017).
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wide, from 2012-2017 the sector grew only two percent in terms of jobs (to 33,280), and shrank
18 percent in terms of firms (to 2,864).

COMMERCIAL OFFICE MARKET OVERVIEW

The analysis considers real estate data provided at the submarket level by CoStar to obtain an under-
standing of existing conditions and trends. As illustrated in Figure 4-4, the study area overlaps primarily
with four real estate office submarkets within the Midtown Manhattan market: Penn Plaza-Garment
District; Hudson Yards; Murray Hill; and Chelsea-NoMad. Although definitions for the neighborhoods
may differ, this analysis utilizes CoStar office submarket boundaries to define each submarket.

The Penn Plaza-Garment District submarket serves as the core market for the study area. It is
characterized by older buildings, a high proportion of Class C office space, and lower gross rents
compared to other Midtown Manhattan markets. As shown in Table 4-33, in 2019, the vacancy
rate for the Penn Plaza-Garment District (8.0 percent) is higher than neighboring submarkets,
including Chelsea-NoMad and Murray Hill.

Table 4-33
Study Area Real Estate Submarkets Office Data for 2019 Q4
Inventory Office Gross Office Gross

Office Submarket Inventory GSF Buildings Vacancy Rate Rent Rent (Class A)
Penn Plaza — Garment 67.7M 406 8.0% $52 $62
Hudson Yards 127 M 32 14.2% $57** $91

Chelsea-NoMad 44.7 M 518 6.6% $58 75+

Murray Hill 151 M 146 7.9% $59 $62
Totals for Study Area Submarkets 140.1 M 1,102 8.0% $55 $62
Midtown (Overall)* 406.9 M 2,310 8.1% $62 $72
Manhattan Totals 577.2 M 3,861 8.1% $62 $63

Notes:
figures show leasable gsf.

*

Inventory is based on CoStar sample and submarkets and not necessarily exclusive of study area boundaries. CoStar

Includes the entirety of the following submarkets: Penn Plaza — Garment District, Hudson Yards, Chelsea, Murray Hill,

Gramercy Park, Times Square, Midtown East (Grand Central, Plaza District, U.N. Plaza), and Columbus Circle

*k

reported as high as $118 per gsf by Newmark Knight Frank (Office Market Report, 2nd Quarter 2020).

*kk

Sources: CoStar, 2019.

Figure for Hudson Yards may be due to CoStar sample size. Overall gross office rents in the Hudson Yards area have been

Represents the Chelsea submarket Class A base rent metric from CoStar office due to small sample for Class A gross rent.

The Hudson Yards submarket is characterized by newer Class A building stock, high office gross

rent

91 per square foot in 2019), and higher availability rates due to new product. All of the study

area submarkets except Hudson Yards had lower vacancy rates than Midtown Manhattan as a whole.

The Chelsea-NoMad submarket covers most of the southern stretch of the study area, while the
Murray Hill submarket captures some of the eastern blocks of the study area. Both neighborhoods
have a higher proportion of office space in Class B buildings compared to Penn Plaza-Garment
District, but still have a high share of Class C offerings. The average gross rents for Class A space
in Chelsea-NoMad and Murray Hill were lower than those in the Penn Plaza-Garment District and
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Hudson Yards.*” Overall, these markets fall outside of the Midtown East and Times Square cores,
and feature lower rents compared to Midtown at large.*®

As of the first quarter of 2022, the vacancy rate of the Penn Plaza-Garment District submarket has
increased to 11 percent, mainly due to the COVID-19 pandemic, and gross rent has declined (see
Table 4-34). The vacancy rate of the office submarkets in the Y4-mile study area all increased,
with the exception of Hudson Yards, which tenanted much of its newly developed Class A office
space. Class A office space in Hudson Yards averaged $99 per square foot, with reported rents as

high as $148, which is notably higher than Class A rents in the Penn Plaza Garment District
submarket ($57/sf) and Midtown overall ($66).

Table 4-34
Y4a- mile St Area Real Estat markets Office Data for 2022 Q1
Inventory Office Gross Office Gross
Penn Plaza — Garment 69.1 M 410 11.40% $46 $57
Hudson Yards 126 M 31 7.00% $47** $99***
Chelsea-NoMad 458 M 22 12.40% $50 $99***
Murray Hill 161 M 152 17.809 $48 $50
| Totals for Study Area Submarkets | 143.6 M 1,115 12.10% 547 $59
| Midtown (Overall)* 4165 M 2,318 12.40% $53 $66

Includes the entirety of the following submarkets: Penn Plaza — Garment District, Hudson Yards, Chelsea, Murray Hill

*%k

Gramercy Park, Times Square, Midtown East (Grand Central, Plaza District, U.N. Plaza), and Columbus Circle

Figure for Hudson Yards may be due to CoStar sample size. CoStar reported the overall office market rents in the Hudson

Yards area at $95 (1st Quarter, 2022). Total asking rents in the Hudson Yards area have been reported as high as $148 per

f by Newmark (1 r, 2022 — Far W i market).
*** _Represen | A market rent metric from r offi mall sample for CI A availability.
Sources: CoStar, 2022,
RETAIL MARKET OVERVIEW

In terms of retail stock, the Penn Plaza-Garment District submarket has average retail rents ($159
per square foot) on par with the rest of Midtown ($156 per square foot) and lower vacancy rates
(1.9 percent, as compared to 3.1 percent for Midtown) (see Table 4-35). There is a great deal of
variation within the submarket as reported rents have ranged as low as $50 per gross square foot
on some midblock storefronts, compared to rents of up to $300 per square foot on the avenues.
The study area contains ground-floor retail corridors along the avenues and 34th Street, destination
retail (like Manhattan Mall), and midblock retail districts like Koreatown and the Garment
District.

47 _The lower rents in Hudson Yards may be due to the CoStar sample size. Overall gross office rents in the

Hudson Yards area have been reported as high as $118 per square foot by Newmark Knight Frank

(Office Market Report, 2nd Quarter 2020).

4 Midtown includes the entirety of the following submarkets: Penn Plaza-Garment District, Hudson Yards,
Chelsea-NoMad, Murray Hill, Gramercy Park, Times Square, Midtown East (Grand Central, Plaza
District, U.N. Plaza), and Columbus Circle.
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Table 4-35
Study Area Real Estate Submarkets Retail Data for 2019 Q4
Inventory NNN Rent
Submarket Inventory GSF Buildings Vacancy Rate Overall

Penn Plaza — Garment 44 M 139 1.9% $159
Hudson Yards 0.4 M 23 4.7% $120
Chelsea-NoMad 59M 495 4.3% $130
Murray Hill 0.6 M 78 2.3% $176
Totals for Study Area Submarkets 113 M 735 2.8% $141
Midtown (Overall)* 26.2 M 1,560 3.1% $156
Manhattan Totals 571 M 4,544 3.9% $119

Notes: Inventory is based on CoStar sample and submarkets and not necessarily exclusive of study area

boundaries.

* Includes the entirety of the following submarkets: Penn Plaza-Garment District, Hudson Yards,
Chelsea-NoMad, Murray Hill, Gramercy Park, Times Square, Midtown East (Grand Central, Plaza
District, U.N. Plaza), and Columbus Circle

Source: CoStar, 2019.

According to the CoStar dataset sample, the Hudson Yards retail rents appear to be lower at $120
per square foot. However, newly constructed destination retail at The Shops & Restaurants at
Hudson Yards and additional ground-floor retail at The Shops at Hudson Yards, located at 20
Hudson Yards, would suggest that rents may be higher than $120 per square foot.*’ According to
CoStar, a Whole Foods Market that opened in 2020 on the Manhattan West site at 450 West 33rd
Street had a reported rent of $400 per square foot.

Furthermore, retail inventories in Chelsea-NoMad and Murray Hill, which cluster around their
office districts and avenues, have lower rents (both $130 per square foot) compared to Penn Station
and the rest of Midtown. While Chelsea-NoMad has several retail corridors and destinations,
within the study area there is a ground-floor retail cluster around Madison Square Park and the
Flower District—a midblock shopping corridor. Overall, vacancy is higher in Chelsea-NoMad at
approximately 4.3 percent compared to Murray Hill at 2.3 percent.

PROFILES OF NEIGHBORHOODS IN THE STUDY AREA

The following section provides additional descriptions of neighborhoods that overlap with the Va-
mile study area, including Penn Plaza-Garment District, Hudson Yards, Chelsea-NoMad, and
Murray Hill.*° In some neighborhoods, further analyses of specific retail districts were conducted
to assess the characteristics and tenancies of ground-floor storefronts, including Koreatown, the
Garment District, and the Flower District (see Figure 4-4).

4 The real estate data was collected for 4th Quarter, 2019 and pre-dates the COVID-19 pandemic. The
Shops at Hudson Yards’ anchor tenant, Neiman Marcus, closed in September 2020 due to COVID-19.

50 Although definitions for the neighborhoods may differ, this analysis utilizes CoStar office submarket
boundaries to define neighborhoods, with the exception of Hudson Yards. Although the Hudson Yards
submarket may be reported as coterminous with the Penn Plaza-Garment District in some real estate
market information sources, such as CoStar, this analysis treats the two as separate submarkets /
neighborhoods.
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PENN PLAZA-GARMENT DISTRICT

The Penn Plaza-Garment District is the submarket that encompasses both the Project Area and
most of the broader study area. Within the Penn Plaza-Garment District neighborhood are three
distinctive areas: Penn Station, Garment District, and Koreatown.

Penn Station

The Penn Station area, which roughly matches the boundaries of the Project Area, is anchored by
Penn Station, MSG, and 1 Penn Plaza. Penn Station is a transit-rich office district serviced by
MTA, the Long Island Rail Road (LIRR), New Jersey Transit (NJT), Port Authority Trans-Hudson
(PATH), and Amtrak. With close to 650,000 commuter trips through Penn Station daily, the
station itself is substandard, deteriorated, and in dire need of major investment to maintain
operations. Recent improvements have been made under ESD’s GPP to transform the Farley
Building into Moynihan Train Hall, which contains the new waiting areas for Amtrak, and allow
improvements to Penn Station’s retail, circulation, ingress/egress, HVAC, and other life and safety
systems.

The immediate vicinity of Penn Station is characterized by outdated and aging office buildings,
with the last major development being the completion of Penn Plaza almost half a century ago.
One Penn Plaza is the largest office building in the neighborhood with 2.7 million gsf of office
space. At the ground-floor level, there is an abundance of retail activity along the avenues and
West 34th Street. Manhattan Mall is the largest destination retail location within the neighborhood
(after Macy’s) at 243,000 gsf.

Garment District

North of the Project Area is the Garment District, roughly bounded by West 40th Street to the north,
Sixth Avenue to the east, West 34th Street to the south, and Ninth Avenue to the west. Most of this
area is zoned as M 1-6 and part of the Special Garment Center District zoning, created in 1987, which
sought to preserve the industrial nature and garment manufacturing ecosystem of the district.
However, there had been several conversions of manufacturing space to office space since the
establishment of the district, and garment and other light manufacturing uses had been diminishing
within the area for the at least the past two decades. In 2018, the Garment District was subject to a
rezoning that relaxed restrictions on industrial to office conversions. The Garment District rezoning,
in addition to the establishment of the new Sunset Park Fashion Hub in Brooklyn, is facilitating
movement of fashion-related manufacturing and wholesale jobs to other parts of the City.

At the ground-floor level, the impacts of rezoning and conversions are apparent, as Garment
Supply and Wholesale uses represent only 14 percent of retailers in the Garment District (see
Table 4-36). According to a field survey conducted, there are over 84 vacant storefronts and 11
new development sites in the Garment District, indicating that the character of the neighborhood
is already in the process of change.®' It appears that many of the ground-floor uses have converted
to non-garment-related uses, including restaurants, offices, and non-clothing retail.

51 This fieldwork was conducted during the COVID-19 pandemic. CoStar data from 2019 suggests that the
vacancy was approximately 2 percent in the Penn Plaza-Garment District submarket and approximately
13 percent in the Garment District specifically.
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Table 4-36

Summary of Storefront Uses in Garment District
Storefront Use Total % of Storefronts
Building, Hardware, Home/Garden 9 1.7%
Convenience Goods 33 6.2%
Development / Renovation Sites 11 2.1%
Garment Supply / Wholesale 74 13.8%
Fast-Food / Café 91 17.0%
Full-Service Restaurant / Pub 64 12.0%
Neighborhood Services / Institutions 69 12.9%
Shoppers' Goods 100 18.7%
Vacant Storefronts 84 15.7%
Total 535 100.0%
Note: The fieldwork survey assessed parts of the Garment District BID that are coterminous with the study
area census tract boundaries. This fieldwork was conducted during the COVID-19 pandemic. CoStar data
from 2019 suggests that the vacancy was 2 percent in the Penn Plaza-Garment District submarket, and
13 percent in the Garment District specifically.
Source: Garment District BID, 2020; BJH Advisors, 2020.

According to CoStar, average retail rents for recorded leases in the Garment District section® of
the Penn Plaza-Garment District submarket are $120 per square foot, which is much lower than
the Penn Plaza-Garment District submarket overall ($159) and Midtown overall ($156). This is
up from $80 per square foot for recorded leases on CoStar in 2015, indicating that rents have been
rising on the Garment District blocks within the submarket.

Koreatown

Due east of the Project Area is Koreatown, which is primarily a dining and shopping district.
Koreatown is roughly defined as the stretch of West 32nd Street between Fifth Avenue and
Broadway. The neighborhood has remained fairly constant as an enclave for Korean- and Asian-
related businesses since the 1980s.% A fieldwork survey found that most of the storefronts were
dedicated to food sector businesses, many of which were franchises and chains, and almost all
were exclusively Korean- and East-Asian-related (see Table 4-37). According to CoStar, average
retail rents for recorded leases in the area are approximately $156 per square foot, which is
comparable to the Penn Plaza-Garment District submarket and Midtown overall.

According to the 2014-2018 ACS, there was not a significant Korean population in the study area,
although compared to the City’s average, the population share of Koreans is slightly higher (five
percent of the study area population compared to one percent Citywide). This may suggest that
Koreatown may not necessarily cater to a local ethnic population and has a wider trade area beyond
the neighborhood, including more local-regional and non-local demand (including tourism).
Based on field surveys, there are very few stores that specialize in convenience goods or shoppers’
goods, suggesting that this area does not primarily serve local residents.

52 Based on the CoStar inventory, listings of the Penn Plaza-Garment District submarket that are

coterminous with the Garment District BID boundary were analyzed.

53 Gina Pace. NY Daily News. Koreatown in NYC is now being taken more seriously as a dining

destination. 26 April 2015.
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Table 4-37
Summary of Storefront Uses in Koreatown
Storefront Use Total % of Storefronts
Building, Hardware, Home/Garden 0 0.0%
Convenience Goods 3 71%
Development / Renovation Sites 1 2.4%
Garment Supply / Wholesale 0 0.0%
Fast-Food / Café 8 19.0%
Full-Service Restaurant / Pub 17 40.5%
Neighborhood Services / Institutions 5 11.9%
Shoppers' Goods 1 2.4%
Vacant Storefronts 7 16.7%
Total 42 100.0%

Note: This fieldwork was conducted during the COVID-19 pandemic. CoStar data from 2019 suggests
that the vacancy was an estimated two percent in the Penn Plaza-Garment District submarket.
Source: BJH Advisors, 2020.

HUDSON YARDS

Hudson Yards overlaps with the portion of the study area west of Ninth Avenue. Over the past
two decades, Hudson Yards has transformed into a mixed-use district with new residential and
office offerings. Created in 2005, the Special Hudson Yards District zoning allowed for the
neighborhood to accommodate an estimated 26 million gsf of new office development, 20,000
units of housing, 2 million gsf of retail, and 3 million gsf of hotel space. Much of what was before
a rail yard and manufacturing area focused on printing businesses has been decked over with
several platforms to accommodate new high-rise development and the extension of the New York
City Transit (NYCT) 7 Subway Line to Hudson Yards-34th Street. In 2019, the Eastern Rail Yard
site was opened to the public and contained over 12 million gsf across four office buildings, two
residential buildings, a destination retail shopping mall, entertainment venues (including the Shed,
a performance venue), and the Vessel, a tourist attraction.

CHELSEA-NOMAD

The Chelsea-NoMad neighborhood overlaps with the southern portion of the study area below
West 30th Street. While the portions of Chelsea-NoMad that overlap with the study area are
primarily commercial, the neighborhood at large is more residential and mixed-use than the Penn
Plaza-Garment District submarket. Many of the areas overlapping with the study area are zoned
M1-6, but due to the 1999 Chelsea rezoning, redevelopment from industrial to residential use was
permitted to make way for new housing development. Commercial zoning is common along the
avenues, and especially in the area surrounding Madison Square Park. According to CoStar, office
rents in the area are slightly higher compared to Penn Plaza-Garment District at $58 per square
foot, while retail rents are lower, at $130 per square foot.

Chelsea-NoMad has a number of shopping corridors along West 14th Street and the West Chelsea-
Chelsea Market cluster, but these are located outside the study area. On the other hand, the Flower
District is a shopping district located on West 28th Street between Sixth and Seventh Avenues,
squarely in the study area as well as within the Chelsea-NoMad submarket. The Flower District
has been home to floral wholesalers for almost a century but has been experiencing neighborhood
changes since the 1999 Chelsea rezoning, including rising retail rents, business displacement, and
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conversions to hotel uses.>* Based on field surveys conducted within the district (see Table 4-38),
the majority of tenants are floral shops (56 percent), but there are also five vacant storefronts and
three new development sites.® Adding to tenant pressures, two boutique hotels, the rebranded
Hotel Hayden and the Moxy Chelsea, began operations in the Flower District in 2017 and 2019,
respectively. In addition, new bars and lounges have sprung up in the neighborhood.

Table 4-38
Summary of Storefront Uses in Flower District
Storefront Use Total % of Storefronts
Building, Hardware, Home/Garden 25 55.6%
Convenience Goods 1 2.2%
Development / Renovation Sites 3 6.7%
Garment Supply / Wholesale 0 0.0%
Fast-Food / Café 3 6.7%
Full-Service Restaurant / Pub 3 6.7%
Neighborhood Services / Institutions 0 0.0%
Shoppers' Goods 5 11.1%
Vacant Storefronts 5 11.1%
Total 45 100.0%

Note: This field survey was conducted during the COVID-19 pandemic. CoStar data from 2019
suggests that the vacancy was an estimated four percent in the Chelsea-NoMad submarket.
Source: BJH Advisors, 2020.

MURRAY HILL

The Murray Hill neighborhood overlaps with an eastern portion of the study area, just off Fifth
Avenue. Similar to Chelsea-NoMad, the Murray Hill neighborhood is mostly residential and
mixed-use in character, although the overlapping areas are more commercial. Office rents are
comparable to Midtown overall at $59 per square foot, but retail rents are significantly higher at
$176 per square foot. Due to the proximity of the United Nations Headquarters on the East River,
many consulates, foreign missions, and international organizations are located within the
neighborhood but most lie outside the portion that is within the study area. There are retail
corridors along each avenue of Murray Hill, but only the Fifth Avenue stretch lies within the study
area. The Fifth Avenue retail corridor is a distinct retail market, and has more in common with the
East Midtown real estate market.

CATEGORIES OF BUSINESSES AND INSTITUTIONS MOST VULNERABLE TO INDIRECT
DISPLACEMENT

As shown in the employment trends data, the study area has been trending towards more office
and retail-related sectors. Based on the employment trends in the study area, the fastest growing
sectors are those typically housed in commercial office space, including Professional, Scientific,
and Technical Services; Administrative and Support; and Information firms. Furthermore, there
also appears to be growth in employment in the Accommodation and Food Services sector and
Retail Trade—though it is anticipated that this growth has been stymied by the COVID-19

54 Alyson Krueger. New York Times. Will Selfies Save the Flower District? 26 April 2019.

55 This fieldwork was conducted during the COVID-19 pandemic. CoStar data from 2019 suggests that the
vacancy was approximately four percent in the Chelsea-NoMad submarket.
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pandemic. Retail employment grew 7 percent from 2012-2017 (from 25,598 to 27,458 workers)
and Accommodation and Food Services grew 37 percent (from 15,729 to 21,608 workers) in the
same time period. Much of this new retail and food industry employment and growth may be
attributable to an expanding daytime worker population and new residential populations. The
number of residents in the “-mile study area grew 14 percent to 18,407 from 2010-2018 while
the number of workers in the ZIP code defined study area grew 34 percent to 374,495 from 2012—
2017.

According to the CEQR Technical Manual, businesses and institutions that are most vulnerable to
indirect displacement due to rent affordability are those establishments whose uses are less
compatible with the economic trend that is creating upward pressures in the study area. Particularly
vulnerable to displacement are sectors housed in traditionally industrial class real estate, such as
Manufacturing, Wholesale Trade, and Transportation and Warehousing. These sectors are already
contracting in terms of numbers of firms (in both the area and in New York City as a whole) and
Manufacturing is declining in terms of workers—down 17 percent since 2012. The difficulty of
preserving traditional manufacturing and retail uses in the Garment District has led to more
manufacturing to office space renovations even before the 2018 rezoning took place.’® On the
ground-floor level, many of the apparel- and manufacturing-related retail businesses have
switched to different types of neighborhood services and convenience goods, like restaurants and
offices. On a similar front, industrial to commercial conversions in Chelsea-NoMad have put
development pressures on longstanding shopping areas like the Flower District, where new hotels
and restaurants are moving in.

Institutional uses tend to be vulnerable to displacement, since these uses may be less compatible
with economic trends. For instance, social organizations or non-profits operating out of storefronts
or older buildings may be vulnerable to displacement if building owners increase rents due to a
changing market. According to CoStar, institutional-type uses tend to pay below market on rents
at $50 per square foot in the Penn Plaza-Garment District submarket.”” Furthermore, based on an
assessment of community facility and institutional uses in the study area, most of these
establishments are not owner-occupied and are currently renting their spaces. It may be possible
that the demand for some institutional uses, such as health clinics or daycare centers, could
increase due to growth in worker populations. For many other institutions that serve populations
and customers beyond the study area, there may not be additional revenues or increased demand
to offset possible rent increases.

% The Special Garment Center District was created in 1987 to maintain opportunities for apparel

production, and wholesale and showroom uses in existing buildings in designated Preservation Areas on
selected mid-blocks between West 35th and West 40th Streets west of Broadway. In 2018, the New
York City Council approved a zoning text amendment for the Special Garment Center District. The
zoning changes lifted preservation requirements that prevented as-of-right office conversions and led to
disinvestment in building infrastructure. The zoning changes also included a new special permit to curb
hotel development throughout the entire Special Garment Center District.

57 The institutional use was based on gross rents paid by available CoStar rent data for the following

facilities in the area: Assisted Living Senior Housing, Continuing Care Retirement, Correctional
Facility, Day Care Center, Police / Fire Station, Medical Clinic, Post Office, Public Library, Recycling
Center, Rehabilitation Center, Religious Facility, Schools, Shelter, and Utility.
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THE FUTURE WITHOUT THE PROPOSED PROJECT (NO ACTION CONDITION)

Independent of the Proposed Project, by 2033 there are 33 “No Build” projects planned for the
study area. Altogether, these 33 projects will introduce approximately 13.8 million gsf of
development space, including 2,800 dwelling units, 299,000 gsf of retail, 6.4 million gsf of office,
2,700 hotel rooms, 237,000 gsf of community facility, 298,000 gsf of storage space, and 208
parking spaces. The largest development is the Manhattan West project, an 8.1-million-gsf mixed-
use development located at 435 West 3 1st Street that will introduce 790 dwelling units, 4.1 million
gsf of office space, and 164 hotel rooms. Overall, the 2033 No Action condition at Phase 1
completion will add approximately 14,000 workers to the study area from the development sites
and 27,800 workers from the No Build sites.

Based on these projects, there will be an expected increase in conversions of Class B and C office
space to residential and hotel where zoning allows for these uses. As hotel and residential are
generally more profitable uses, conversions to the property’s highest and best use would occur. If
residential and hotel uses were to dilute the share of office space in the Penn Station real estate
submarket, this would reduce the study area’s prominence as a commercial office district.

The No Action condition, by Phase 2 completion in 2044, will add approximately 3.1 million gsf
of office space, 272,000 gsf of destination retail space, 420,000 gsf of local retail, 961 hotel rooms,
and 758 residential units to the study area. This development will introduce 14,600 new workers,
with the vast majority being office workers (approximately 12,250). Further, new office
developments will continue to attract sector workers similar to the current composition of
employment, including Professional, Scientific, and Technical Services; Administrative and
Support Services; and Information. Jobs outside of office, retail, and hotel—including
Manufacturing, Wholesale Trade, and Transportation and Warehousing—are expected to continue
to decrease as a proportion of the total employment.

Several of the neighborhoods that overlap with the study area will continue to evolve absent the
Proposed Project. In the Garment District, more mixed-use conversions will be expected, as
evidenced by the two pipeline projects at 515 Seventh Avenue and 349 West 47th Street. Similarly,
the Flower District will undergo more redevelopment to residential and hotel including those at
35, 116, and 132 West 28th Street. In both cases, the ground-floor retail of the retail districts may
evolve with changing neighborhood consumer demand. In the Flower District, the ground-floor
retail may feature additional neighborhood goods and food and drink establishments that cater to
new residents and hotel guests. In the Garment District, ground-floor retail has already moved
away from apparel-related wholesale and retail, and towards more food and drink establishments
and non-clothing retailers. Based on these trends, this will result in a decrease of manufacturing
and wholesale firms and jobs within the study area.

THE FUTURE WITH THE PROPOSED PROJECT (WITH ACTION CONDITION)

The 2044 With Action condition would add approximately 13.1 million gsf of office space,
307,000 gsf of destination retail space, 504,000 gsf of local retail, 734 hotel rooms, and 542
residential units from the development of the project sites. This development would introduce
54,400 new workers, with the vast majority being office workers (approximately 52,200). This
would be an almost fourfold increase over the worker population introduced in the No Action
condition, and an increase of approximately 15 percent over current total employment in the study
area. Similar to the No Action condition, new office developments would continue to attract sector
workers similar to the current composition of employment, including Professional, Scientific, and
Technical Services; Administrative and Support Services; and Information.
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The With Action condition would not introduce new economic uses but instead it would allow for
greater amounts of office and retail spaces to be constructed within the Project Area. In particular,
Sites 1, 2, and 3, located south of Penn Station and MSG along West 31st Street, would contain
5.3 million gsf more office space compared with the No Action condition. With approximately
6.2 million gsf of office space, these three sites would contain the majority of the proposed office
space in mixed-use towers. In terms of retail, there would be an increase of approximately 118,000
gsf over the No Action condition in both local and destination retail across all eight development
sites. Of the 811,000 gsf of newly built retail, approximately 408,000 gsf would be built on Sites
7 and 8 to replace the existing 272,000 gsf in Manhattan Mall and ground-floor retail.

The Proposed Project would benefit existing businesses and retail districts located within the study
area. The introduction of approximately 54,400 new workers, 734 hotel rooms, and 910 residents
to the study area would provide current businesses with a new customer base. New demand from
customers would, for many businesses, result in added revenues that could offset any potential
increases in rent. As the worker population continues to grow above the residential population in
the study area, there may already be a shift towards retail that caters to an office worker population
instead of local residents. For instance, retail establishments—such as office supply or restaurants
that are fast-food or grab-and-go-oriented—may see increases in demand compared to those that
are more resident-facing, such as dry cleaners, pet stores, or bakeries.

Although the With Action condition would result in a net loss of parking spaces, a parking shortfall
would not substantially affect business conditions due to the magnitude of available alternative
modes of transportation. As detailed in Chapter 14, “Transportation,” parking shortfalls are projected
in both the 2033 and 2044 With Action scenarios.’® However, based on travel demand patterns for
the study area, commercial office and retail businesses are not dependent upon auto-using customers
for their economic viability. As noted in Chapter 14, only 1.5 percent of trips to offices, 9.0 percent
of trips to destination retail establishments, and 6.0 percent of trips to local neighborhood retail
establishments would be attributable to automobiles. A majority of regular retail customers who
travel by auto who are unable to park are expected to take public transit. In addition, the demand
generated from a new, larger customer base with the Proposed Project would, for many businesses,
result in added revenues that could offset any potential loss of customers due to parking shortfall.
Lastly, a parking shortfall would still be consistent with New York City’s public policy of
discouraging automotive use in Manhattan Central Business Districts.

Events at MSG have higher auto-based trips than the destination uses described above; based on
historic visitor surveys,> approximately one-third of visitors to weeknight events at MSG arrive by
auto, while approximately one-half of visitors to weekend events arrive by auto. While MSG is
relatively dependent upon the availability of parking, the parking capacity analyses presented in
Chapter 14, “Transportation,” account for parking demand from MSG events in the baseline and
projected a with-action parking shortfall in the 2044 weekday commuter (5-6 PM) peak, which is

8 In the 2033 With Action scenario, there would be a parking surplus within the 4 -mile radius of the

Project Area in the weekday AM peak time period, and an estimated 1,219 and 1,125-space shortfall
during the midday and PM time periods, respectively. In the 2044 With Action scenario, there would be
an estimated 355, 2,047, and 1,306-space shortfall during the AM, midday, and PM time periods,
respectively, within the Y4-mile radius.

% Based on Vollmer Associates 1987 survey data as reported in a November 11, 2003 technical
memorandum of Appendix S.1 of the No. 7 Subway Extension—Hudson Yards Rezoning and
Development Program EIS.
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prior to the 7PM-8PM peak period during which MSG patrons would be seeking parking for
weeknight events. Furthermore, office employees parked in the area would start to vacate parking
facilities, primarily during the SPM-7PM period, which would make parking spaces available for
MSG patrons—a concept known as “shared parking.” There is substantially higher parking
availability on weekends when compared to weekday daytime peaks, such that there would continue
to be parking availability for weekend MSG events. In addition, with improvements to transit
infrastructure facilitated by the Proposed Project, there is expected to be a further shift away from
auto trips to the study area, particularly to/from locations in New Jersey. Although not accounted for
in the parking demand analysis in Chapter 14, “Transportation,” the anticipated reduction in auto
travel created by improvements in rail access would lead to reductions in the study area’s future
parking demand. Since the EIS traffic and parking analyses are based on established travel patterns
and did not take credit of these likely reductions due to a shift in mode choice, there is likely to be
more available future parking supply than what has been projected.

There may be some indirect business displacement effects within the study area in retail corridors
that contain categories of businesses vulnerable to displacement. Some businesses in certain
sectors, such as Manufacturing or Wholesale Trade, may not benefit from additional foot traffic
created by the Proposed Project, since these sector activities may be less compatible with
economic trends. However, these areas are already experiencing changes independent of the
Proposed Project. Some of the probable impacts within the study area can be summarized below.

e Garment District: In the Garment District, more mixed-use conversions would be expected,
as evidenced by the two pipeline projects—a mixed-use commercial development at 515
Seventh Avenue and a new residential mixed-use development at 349 West 47th Street.
Ground-floor retail has already moved away from apparel-related wholesale and retail, and
towards more food and drink establishments and non-clothing retailers. Based on these trends,
this would result in a decrease of Manufacturing and Wholesale Trade firms and jobs within
the study area. By 2044, the Garment District may contain even more office and non-garment-
related convenience goods if this trend were to continue. In this case, the Proposed Project
would provide new businesses and customers for ground-floor retail uses.

e Koreatown: Given that Koreatown has remained a predominantly Korean and Asian business
district since the 1980s and endured market changes in the interim period, the Proposed Project
likely would not result in indirect business displacement. Rather, the Proposed Project has the
potential to benefit businesses in Koreatown due to the prominence of food establishments
that may cater to new worker populations.

e Hudson Yards: In terms of pipeline developments, the largest planned development within the
study area is the Manhattan West project, located at 435 West 31st Street, a 8.1 million gsf
mixed-use project which will introduce 790 dwelling units, 4.0 million gsf of office space,
and 164 hotel rooms. Much of the new development in Hudson Yards can be seen as consistent
or complementary to the Proposed Project, and would not be impacted with indirect business
displacement stemming from the Proposed Project.

o Chelsea-NoMad and Flower District: The Flower District would experience more
redevelopment to residential and hotel, including those at 35, 116, and 132 West 28th Street.
In the Flower District, the ground-floor retail may feature additional neighborhood goods and
food and drink establishments that cater to new residents and hotel guests. It appears changes
in this neighborhood are occurring independent of the Proposed Project, and that any future
displacement along the district would be due to development already occurring in Chelsea-
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NoMad as opposed to because of the Proposed Project. The ground-floor retail of the retail
districts would continue to evolve with changing neighborhood consumer demand.

e Murray Hill: The Murray Hill neighborhood would not experience indirect business
displacement due to the Proposed Project. The Fifth Avenue retail corridor is a distinct retail
market, and has more in common with the East Midtown real estate market.

Even if indirect business displacement was attributable to the Proposed Project, the identified
vulnerable businesses do not provide services unique to the study area, of substantial economic
value to New York City, or locational needs that preclude them from relocation elsewhere in the
City. Most of the businesses and institutions identified serve trade areas larger than the study area
and do not provide direct support to other businesses in the study area or bring substantial numbers
of people to the area that form a customer base for local businesses. In the case of apparel- or
garment-related businesses, while the Garment District historically co-located retailing, whole-
saling, and manufacturing, this model has been significantly diluted in the wake of the Garment
District rezoning and, even prior, through the expansion of Sunset Park Garment Design Hub.

The Proposed Project would be consistent with the ongoing pipeline of mixed-use developments
in Chelsea, Hudson Yards, and the Penn Plaza-Garment District. The Proposed Project would help
to preserve and enhance the current workforce around Penn Station as the building stock ages.
With its new Class A Office space, mixed-use developments, and transit improvements, the
Proposed Project would enhance the Project Area’s desirability as a commercial district for firms
and employees. Based on current market availability, the Proposed Project’s phasing, and the
Proposed Project’s development uses, displaced businesses and institutions may be able to relocate
within the project or the study area. Overall, the Proposed Project’s new commercial development
would be a reflection of current development patterns and would not alter or accelerate existing
economic patterns in the study area. To the extent that indirect business displacement may be
attributable to the Proposed Project, it would not result in a significant adverse impact.

I. ECONOMIC BENEFITS ANALYSIS

OVERVIEW

This section presents the estimated economic and fiscal benefits of the Proposed Project under

two development scenarios, the Maximum Commercial Scenario and the Maximum Residential
Scenario. Economic benefits refers to job creation and economic output, while fiscal benefits refer
to tax revenues. The scenarios are described in detail in Chapter 2, “Analytical Framework.” The
analysis examines the jobs, wages, and_economic outputs of the construction and ongoing
operations of the Proposed Project in 2044. The analysis also estimates the potential tax revenues

from personal income tax, sales tax, and hotel occupancy tax from the ongoing operations of the
Proposed Project in 2044. Lastly, the analysis provides qualitative description of the economic

benefits of the below-grade expansion of Penn Station. It should be noted that the analysis did not
examine whether the benefits or impacts are net new to New York City and New York State. As
mentioned in Section C, “Methodology,” the estimates of direct permanent jobs were provided by
the RWCDS. Further, estimates of temporary direct jobs during construction were produced based
on estimated construction costs of the Proposed Project. Average wages were obtained from the
Bureau of Labor Statistics and New York State Department of Labor._Sales tax on applicable

employee expenditures were estimated based on Bureau of Labor Statistics Consumer Expenditure
Survey for the New York metropolitan area. The average daily rate and occupancy rate of hotels
in New York City derived from STR. Tax rates and income tax filing status data were obtained
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from the New York City Department of Finance and the New York State Department of Taxation
and Finance.

Transit-oriented developments have the potential to create economic benefits for the local and
regional economies. As mentioned in Chapter 1, “Project Description,” a primary purpose of the
Proposed Project is to transform a substandard and insanitary area in and around Penn Station into
a revitalized, modern transit-oriented commercial district. Overall, the Proposed Project would
increase the density and capacity for additional businesses and firms through new commercial
spaces within the Project Area. Further, the agglomeration of jobs proximate to a major transit hub
enables business establishments to access “a larger, higher quality labor pool” and “to attract and
retain higher quality workers.”®

The Proposed Project would help finance transit and public realm improvements and support
economic growth in New York City and New York State by providing substantial new high-
density commercial development proximate to Penn Station. As mentioned in Chapter 1, ESD is
exploring multiple financing options, including PILOTs, sale of development rights, and transfer
fees that could be monetized to fund a portion of the project costs. While the development of new
buildings, and the site-specific public realm and transportation improvements would be privately
funded with developer equity and private financing, there would be value-capture frameworks
(including PILOTSs and other revenues generated by new development) to offset some of the cost
of public improvements and the Penn Station expansion._ESD has proposed that the City would

continue to receive current property tax revenues, adjusted annually, on all sites in the Project
Area, so the City would not lose tax revenue. In addition, the PILOT structure would not continue
in perpetuity but rather would be limited to the duration of any financing mechanism utilized to
pay for the Penn Station and related public realm improvements. Thereafter, the PILOT
agreements would be terminated, and the sites would revert to City tax rolls

Job estimates were used as inputs in an input/output model (the RIMS II model of the Bureau of
Economic Analysis) that employs multipliers relevant to the study area and surrounding
communities and the economic sectors conducting activities therein. For a given region, input-
output models and multipliers can produce estimates of three types of multiplier effects: direct,
indirect, and induced spending. Direct effects include the number of jobs, outputs, and earnings in
the completion of the construction of the Proposed Project or in the operation of the Proposed
Project. Indirect effects include jobs, outputs, and earnings related to business-to-business
expenditures or increased input demand. Induced effects include jobs, outputs, and earnings
related to consumer spending created by direct or indirect workers spending household incomes
in the local economy.

The economic benefits are presented for the construction of the development and for the
subsequent operations of the completed development in Phase 2. Although the Proposed Project
is assumed to be completed in two phases terminating in 2033 and 2044, the construction budget
has not been inflated; estimates in this analysis are made in 2020 dollars.

In addition to the economic benefits, the Proposed Project would generate substantial fiscal benefits
for New York City, New York State, and MTA. These tax revenues would include property-related
and non-property-related taxes. The analysis examines non-property-related tax revenues from the
operations of the Proposed Project. As mentioned earlier, higher density of quality commercial spaces

0 Belzer, Dena, et al., Transit and Regional Economic Development. Center for Transit-Oriented
Development, May 2011, pp. 9-10.
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would attract more jobs to the Penn Station area. Most employees who work in the Proposed Project
would earn incomes that are subject to New York City and New York State personal income taxes.
Employees would also spend a portion of their income on sales-tax-applicable items, generating sales
tax revenues for New York City, New York State, and MTA. If a hotel is developed on Site 4, it would
attract both domestic and international tourists and would generate hotel occupancy tax revenues.

Job estimates and average wages are used as input to estimate the potential personal income tax
revenues for New York City, New York State, and MTA. For the purpose of this analysis, 71
percent of employees are assumed to be New York City residents, 97 percent are assumed to be
New York State residents (inclusive of New York City residents), and three percent are assumed to
be non-residents.®' For a conservative estimation, this analysis only assesses potential income taxes
generated by New York State residents. Non-residents working in New York City are generally
subject to non-resident income taxes, which are excluded from this analysis. Sixty-one percent (61
%) of filers are assumed to be single filers and 39 percent of filers are assumed to be married filers
based on 2019 New York State tax filing data. All employers are assumed to have a payroll over
$437,000 for each calendar quarter; thus, all workers are assumed to be subject to metropolitan
commuter transportation mobility tax (MCTMT). The analysis uses the Bureau of Labor Statistics
May 2019 State Occupational Employment and Wage Estimates New York data in the skewed
normal distribution model to determine the income distribution by industry. To estimate sales tax
revenues, the analysis uses the 2019-2020 Bureau of Labor Statistics Consumer Expenditure
Survey for the New York metropolitan area to determine spending patterns for sales-tax-applicable
categories. The total expenditures are based on New York metropolitan’s annual income of
$100,425. The total sales-tax-applicable expenditures are scaled proportionally to the average New
York City wages for retail, dining, hotel, residential, parking, and community facility. For a
conservative estimation, the total sales-tax-applicable expenditures are capped at the amount
reported in the 2019-2020 Consumer Expenditure Survey for the average income in the New York
metropolitan area.®?

The average daily rate and the occupancy rate of hotels in New York City in 2019 are used as
inputs to project the potential hotel occupancy tax revenues.

The conclusions in this analysis are based upon information provided through public data sources and
by ESD. All estimates in this analysis are made in 2020 dollars. Estimated project performance is based
on development projections from the development scenarios, though actual results may vary.

ECONOMIC BENEFITS OF PROPOSED PROJECT CONSTRUCTION: MAXIMUM
COMMERCIAL SCENARIO

The Proposed Project would generate new direct and indirect construction-related employment in
New York City and New York State. In turn, the construction-related employment would generate
wages and annual economic activity in New York City and New York State. The new construction

1 Percentage of New York City, New York State, and Out-of-State workers were obtained from United
States Census Bureau OnTheMap inflow/outflow job counts data for New York City and New York

State in 2019.
%2 New York City’s average office wages exceed New York metropolitan’s annual income before tax;

therefore, the analysis assumes New York metropolitan’s total sales-tax-applicable expenditures for the
office workers.
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and economic activity will also generate fiscal benefits for both New York City and New York
State, including income and sales tax revenues and transit fare revenues.

Based on the Proposed Project’s development program and preliminary estimates of construction
costs per square foot, the total investment for the Proposed Project’s construction is an estimated
$10.9 billion.®* This amount, consisting of “hard costs” (or actual construction costs) includes about
$2.9 billion for Phase 1 construction and $8.0 billion for Phase 2 construction. This amount excludes
amounts related to the costs of financing, including financing, marketing, and management, and
excludes the cost of Penn Station improvements and expansion.

The projected employment and wage benefits from the total construction activity of Phase 1 and
Phase 2 are shown in Table 4-39. The construction of the Proposed Project would generate
approximately 70,200 jobs in New York City and 83,800 jobs in New York State. Furthermore,
the estimated construction expenditure will generate multiplier effects in the New York City and
New York State economies. Those impacts include $7.0 billion in wages within New York City
and $8.1 billion in wages within New York State.* The total economic output—including direct,
indirect, and induced—from the construction of the Proposed Project would be $15.6 billion in
New York City and $20.4 billion in New York State.

Table 4-39
Summary of Total Employment and Economic Benefits from the Construction of

the Progosed Project: Maxmimum Commercial Scenario
New York City New York State

- *

Direct (Construction) 50,100 50,100
Indirect (Secondary and Induced) 20,100 33,700
Rounded Totals 70,200 83,800

Direct (Construction) $5,470 $5,470
Indirect (Secondary and Induced) $1,570 $2,680
Rounded Totals $7,030 $8,150

Direct (Construction) $10,940 $10,940
ndirect (Secondary and Induced) $4,640 $9,490
Rounded Totals $15.580 $20.,430

9 The construction cost for the Proposed Project includes 13.1 million gsf of office space; 811,000 gsf of

retail space; 477,000 gsf of hotel space; 542 residential units; 400 parking spaces; 18,000 gsf of
community facility; and 3.4 million gsf non-program-area space. Non-program area space includes space
for building mechanicals, circulation space associated with transit improvements, back-of-house areas
(e.g., hallways and corridors to the building core), certain building core space, and lobby and loading
space on the ground and sublevels.

6 The analysis assumes an average annual construction wage of $109,061 in New York County.
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ECONOMIC BENEFITS DURING PROPOSED PROJECT OPERATIONS: MAXIMUM
COMMERCIAL SCENARIO

The Proposed Project would provide substantial, new high-density mixed-use development
proximate to Penn Station. The generation of new, permanent direct and indirect jobs in New York
City and New York State would produce ongoing fiscal benefits for both New York City and New
York State, including income and sales tax revenues. The new commercial spaces within the
Proposed Project would enable greater business activity for current and new establishments
located in and around Penn Station. Overall, it is estimated that the Proposed Project would support
54,400 new direct jobs. The estimated worker count and annual wages from the ongoing
operations of the Proposed Project are presented in Table 4-40. This analysis only considers the
worker population generated by the Proposed Project and does not include estimates of operational
employment in the expanded Penn Station.

Table 4-40
Estimated Annual Employment and Wages Generated by the Proposed Project_at

gomgletion !2044!: Maximum ggommercial §cenari0

Phase 2 (2044) Estimated Annual Wages
Workers (2020 Dollars, Millions)
Office 2,232 $6,107
Retail (includes Dining) 1,864 $99
Parking 8 $0.5
Hotel 245 $18
Community Facility 18 $1
Residential Units 22 $1
Rounded Totals 54,400 $6,227
Note: For purposes of the economic impacts analysis, sector wages are derived from the U.S. Bureau of Labor
Statistics and New York State Department of Labor_survey data for New York County.
rce: AKRF, Inc., 2020; Bur f Labor Statistics, 2019; New York State Department of Labor, 2019.

Upon completion in 2044, the Proposed Project would contain offices, local and destination retail
spaces (including dining), hotels, residences, community facilities, and parking facilities. These
54,400 new direct jobs would generate over $6.2 billion in annual wages. This analysis assumes
sector wages derived from the U.S. Bureau of Labor Statistics and New York State Department of
Labor survey data for New York County.

Table 4-41 summarizes the estimated direct and indirect effects on the New York City and New
York State economies from the operations of the Proposed Project. The 54,400 jobs would
generate 56,100 indirect jobs in New York City (for a total of 110,500 jobs) and 74.200 jobs in
New York State (for a total of 128,600 jobs). In turn, the direct and indirect jobs would generate
up to $9.7 billion in total wages in New York City and $10.9 in total wages in New York State.

The direct effect on the local economy is estimated to be $28.1 billion annually for New York City
and New York State. Further, the total economic activity, when adding indirect expenditures
generated from direct expenditures, is estimated at $43.4 billion for New York City and $49.7
billion for New York State. These estimates do not include the economic benefits of improving
and expanding rail service at Penn Station.
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Table 4-41
Summary of Total Employment and Economic Benefits from the Operations of

the Propsosed Project by 2044: Maximum Commercial Scenario
New York City New York State |

Direct (Business Activity) 54,400 54,400
Indirect (Secondary and Induced) 56,100 74,200
Rounded Totals 110,500 128,600
Total Wages and Salaries (2020 Dollars, Millions)
Direct (Business Activity) $6,230 $6,230
Indirect (Secondary and Induced) $3,490 $4,680
Roun Total $9,720 §10 910
Total Economic Output or Demand (2020 Dollars, Millions)
Direct (Business Activity) $28,120 $28,120
Indirect (Secondary and Induced) $15,260 $21,590
Roun Total $43,380 §49 710
: Project esti i isti i :
2018; New York D rtment of L r, 2019,

In addition to the economic benefits, the annual operations of the Proposed Project under the
maximum commercial scenario would generate ongoing fiscal benefits for New York City, MTA,
and New York State. In total, the Proposed Project is estimated to generate approximately $716.8
million annually in non-property-tax revenues for New York City, MTA, and New York State by
2044. These estimated non-property-tax revenues include personal income tax on employee wages,
sales tax on employee expenditures,* and hotel occupancy tax. Workers employed at the Proposed
Project will earn wages, pay personal income taxes, and make expenditures that are subject to New
York City, MTA, New York State sales tax. Hotel activity on Site 4 would generate hotel occupancy
taxes for New York City and sales tax for New York City, MTA, and New York State.

In total, New York City is estimated to receive approximately $283.6 million annually from the

operations of the Proposed Project under the maximum commercial scenario. MTA would receive
approximately $19.6 million in tax revenues annually while New York State is estimated to

receive approximately $413.6 million in tax revenues annually.
Table 4-42
Summary of Fiscal Benefits from the Operations of the Proposed Project by

2044: Maximum Commercial Scenario

New York City Taxes $283,600,000
MTA Taxes $19,600,000

New York State Taxes $413,600,000
Total $716,800,000

Source: roiect estimates egardng characteritics ad cotrction cost of the evelogment; New York

State Department of Labor, 2019; New York City Department of Finance, 2021; New York State
Department of Taxation and Finance, 2021; U.S. Bureau of Labor Statistics, 2019; STR, 2019.

% For a conservative estimation, the total sales-tax-applicable expenditures are capped at the amount

reported in the 2019-2020 Consumer Expenditure Survey for New York metropolitan area. New York
City’s Average office wages exceed New York metropolitan’s annual income before tax; therefore, the

analysis assumes New York metropolitan’s total sales-tax-applicable expenditures for the office
workers.
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E MIC BENEFITS OF PROPOSED PROJECT TRUCTION: MAXIMUM
RESIDENTIAL SCENARIO

The Proposed Project would generate new direct and indirect construction-related employment in
New York City and New York State. In turn, the construction-related employment would generate
wages and annual economic activity in New York City and New York State. The new construction
and economic activity will also generate fiscal benefits for both New York City and New York
State, including income and sales tax revenues and transit fare revenues. Based on the Proposed
Project’s development program and preliminary estimates of construction costs per square foot, the
total investment for the Proposed Project’s construction is an estimated $10.4 billion.*® This amount
consisting of “hard costs” (or actual construction costs) includes about $2.9 billion for Phase 1
construction and $7.4 billion for Phase 2 construction. This amount excludes amounts related to the
costs of financing, including financing, marketing, and management, and excludes the cost of Penn
Station improvements and expansion.

The projected employment and wage benefits from the total construction activity of Phase 1 and
Phase 2 are shown in Table 4-43. The construction of the Proposed Project would generate
approximately 66,700 jobs in New York City and 79,700 jobs in New York State. Furthermore,
the estimated construction expenditure will generate multiplier effects in the New York City and
New York State economies. Those impacts include $6.7 billion in wages within New York City
and $7.7 billion in wages within New York State.®” The total economic output—including direct,
indirect, and induced—from the construction of the Proposed Project would be $14.8 billion in
New York City and $19.4 billion in New York State.

Table 4-43
Summary of Total Employment and Economic Benefits from the Construction of

the Proposed Project: Maximum Residential Scenario
i New York City New York State =~ |

*

Direct (Construction) 47,500 47,500
Indirect (Secondary and Induced) 19,200 32,200
Roun Total 66,700 79,700
Direct (Construction) $5,180 $5,180
Indirect (Secondary and Induced) $1,490 $2,560
Rounded Total $6.680 $7.740

- Millions)"™
Direct (Construction) $10,370 $10,370
Indirect (Secondary and Induced) $4,400 $9,000
Roun Total $14,770 $19,370

% The construction cost for the Proposed Project includes 11.6 million gsf of office space; 823,000 gsf of

retail space; 307,000 gsf of hotel space; 1,800 residential units; 400 parking spaces; 18,000 gsf of
community facility; and 3.2 million gsf non-program-area space. Non-program area space includes space
for building mechanicals, circulation space associated with transit improvements, back-of-house areas
(e.g. hallways and corridors to the building core), certain building core space, and lobby and loading
space on the ground and sublevels.

7 _The analysis assumes an average annual construction wage of $109,061 in New York County.
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E MIC AND FISCAL BENEFITS DURI PROPOSED PROJECT
PERATI : MAXIMUM RESIDENTIAL SCENARI

The Proposed Project would provide substantial, new high-density mixed-use development
proximate to Penn Station. The generation of new, permanent direct and indirect jobs in New York
City and New York State would produce ongoing fiscal benefits for both New York City and New
York State, including income, sales, and hotel occupancy tax revenues. The new commercial
spaces within the Proposed Project would enable greater business activity for current and new
establishments located in and around Penn Station. Overall, it is estimated that the Proposed
Project would support 48,400 new direct jobs. The estimated worker count and annual wages from
the ongoing operations of the Proposed Project are presented in Table 4-44. This analysis only
considers the worker population generated by the Proposed Project and does not include estimates
of operational employment in an expanded Penn Station.

Table 4-44

Estimated Annual Employment and Wages Generated by the Proposed Project at
ompletion (2044): Maximum Residential Scenario

Phase 2 (2044) Estimated Annual Wages
Worl T
Office 46,24 $5,407
i ini 1,878 $100
Parking 8 $0.5
Hotel 157 $12
mmunity Facili 18 $1
| Rounded Totals 48,400 $5,524
g;g For g;; poses gf the economic impacts analysis, sector wages are derived from ;hg U.S. Bureau of
r i anYrk D mnfL r survi ererk
o 1 . Q-

48,400 new direct jobs would generate over $5.5 billion in annual wages. This anal¥51s assumes
sector wages derived from the U.S. Bureau of Labor Statistics and New York State Department of
Labor survey data for New York County.

Table 4-45 summarizes the estimated direct and indirect effects on the New York City and New
York State economies from the operations of the Proposed Project. The 48,400 jobs would
generate 49,700 indirect jobs in New York City (for a total of 98,100 jobs) and 65,800 jobs in
New York State (for a total of 114,200 jobs). In turn, the direct and indirect jobs would generate
up to $8.6 billion in total wages in New York City and $9.7 billion in total wages in New York

State.

The direct effect on the local economy of the operations of the Proposed Project, based on on-site
employment is estimated to be $24.9 billion annually for New York City and New York State.
Further, the total economic activity, when adding indirect expenditures generated from direct
expenditures, is estimated at $38.5 billion for New York City and $44.1 billion for New York

State. These estimates do not include the economic benefits of improving and expanding rail
service at Penn Station.
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Table 4-45
Summary of Total Employment and Economic Benefits from the Operations of

the Proposed Project by 2044: Maximum Residential Scenario
New York City New York State |

Direct (Business Activity) 48,400 48,400
Indirect (Secondary and Induced) 49,700 65,800
Rounded Totals 98,100 114,200
- fanz)

Direct (Business Activity) $5,520 $5,520
Indirect (Secondary and Induced) $3,090 $4,150
Roun Total $8,620 $9,670

Direct (Business Activity) $24,930 $24,930
Indirect (Secondary and Induced) $13,530 $19,140
Rounded Total $38,460 $44.080

2015 Now Yerk Stale Deperioont of Lapar 2010

In addition to the economic benefits, the annual operations of the Proposed Project under the
maximum residential scenario would generate ongoing fiscal benefits for New York City, MTA, and
New York State. In total, the Proposed Project is estimated to generate approximately $618.8 million
annually in non-property-tax revenues for New York City, MTA, and New York State by 2044.
These estimated non-property-tax revenues include personal income tax on employee wages, sales
tax on employee expenditures, and hotel occupancy tax. Workers emploved at the Proposed Project
would earn wages, pay personal income taxes, and make expenditures that are subject to New York
City, MTA, New York State sales tax. Hotel activity on Site 4 would generate hotel occupancy taxes
for New York City and sales tax for New York City, MTA, and New York State.

In total, New York City is estimated to receive approximately $235.3 million in non-property-tax

revenues annually from the operations of the Proposed Project. MTA would receive approximately
$17.3 million in tax revenues annually while New York State is estimated to receive

approximately $366.1 million in tax revenues annually.

Table 4-46
Summary of Fiscal Benefits from the Operations of the Proposed Project by

2044: Maximum Residential Scenario

New York City Taxes $235,300,000
MTA Taxes $17,300,000
New York State Taxes $366.,100,000
Total $618,800,000

fhfi lim nalysi rw r from the U.S. Bur f L r

State Degartment ofLabor, 2019 New York C|t¥ Degartment of Flnance! 2021! New York Stat
Department of Taxation and Finance, 2021; U.S. Bureau of Labor Statlstlcs= 2019; STR: 2019,

This analysis does not include estimates of property tax revenue or other potential real estate
revenues, as the terms of potential payment agreements or other financing options are yet to be
determined. ESD has proposed that the City be kept whole for existing property taxes, adjusted
annually, on all sites in the Project Area, so the City would not lose tax revenue. In addition, the
PILOT structure would be limited to the duration of any financing mechanism utilized to pay for
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the Penn Station improvements. Once the terms of the PILOT agreements expire, any PILOT
revenue associated with the development sites would be directed to the City.

ECONOMIC BENEFITS OF POTENTIAL PENN STATION EXPANSION

Enhanced transportation infrastructure, including access/egress to station, street connections, as
well as potential for future cross-Hudson capacity improvements, would allow for greater rail
capacity, as well as improved accessibility for commuters. These improvements would be essential
to creating a more cohesive, transit-oriented mixed-use district within the Project Area. The Penn
Station reconstruction and_potential expansion_of Penn Station would generate new direct and
indirect construction-related employments in New York City and New York State. In turn, the
construction-related employment would generate wages and annual economic activity in New
York City and New York State. Increased rail capacity could also lead to an increase in economic
activity for businesses located in and around the station. The new construction and economic
activity will also generate fiscal benefits for both New York City and New York State, including
income and sales tax revenues and transit fare revenues. %
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