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Creating value through Privatization

at the Grace Building, NYC

Increase in effective rents through
privatization of Bryant Park (per owners):__$10 / sq. ft.

Total rentable space in building: 1.3 million sq. ft.

Increase in Annual Rent Roll: $13 million

Increase in Building Value @ 6% Cap rate: __$217 million
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REVIEW & QUTLOOK

The Private Sector Shows How to Run a City

By Juria ViTvLLo-MarTIN

NEW YORK-Mayor Rudolph W. Giu-
liani has become a poster boy for better
city government. But the revolution that
revitalized New York started well before
Mr. Gluliani became mayor—and was ini-
tiated by the private sector.

The most striking symbol of this turn-
around is Bryant Park—a seven-acre
jewel that now glitters behind the New
York Publie Library on West 42nd Street.
GQ magazine calls it “the most urbane
setting in America.” Yet in the early "80s,
when I had an office overlooking the park,
it was a mess—a haven for drug dealers
that was the site of 150 reported robberies
and 10 rapes a year, countless auto break-
ins on the periphery and a murder every
other year. As a public park it was so mi:
managed that it held down the property
values of the surrounding neighborhood.

Now the park, under private manage-
ment, is virtually crime-free. On an aver-
age day it draws 10,000 New Yorkers who
sunbathe, picnie, hang out and attend mu-
sical, dance and film events. Neighboring
businesses are prospering and surround-
ing property values have soared.

The turnaround effort began in 1980,
when a group of property owners and
neighbors  formed the Bryanl Park
Restoration Corp. It took seven years of
negotiation for the BPRC to persuade the
city’s Parks Department to give 1t a 15-
year lease, which runs through 2002. In
1987 the BPRC closed the park for five
years of rebuilding.

The BPRC's president, Daniel Bieder-
man, embarked on an ambitious recon-
struction project. “Since what you have to
do is make it safe, the first step in a turn-
around is Lo redesign the place dramati-
cally,” Mr. Biederman says. “You alert
everybody that you've taken control while
fixing any design flaws that contributed to
the problems in the first place.”

The old design-a formal French gar-
den—dated from 1934, when the legendary
Parks Commissioner Robert Moses de-
cided to raise and isolate the park above
the sidewalk. This isolationist design

WEDNESDAY, MAY 20, 1998

made it easy for criminals to take over.
The BPRC aimed to make the park more
attractive for ordinary city dwellers, while
collecting revenues to pay for the expected
maintenance of $2 million annually—far
more than the city had spent, The design-
ers cut new entrances, tore down iron fenc-
ing, ripped out high hedges, restored fix-
tures and added neoclassical kiosks for
Conc ons.

Bryant Park reopened in April 1992, and
its new management embodied many of
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CoVERING THE ENTIRE STATE OF NEW YORK

By Jeffrey Grob, Vollmer Associates
Capital Improvements In
BIDs Enhance Property Values

Propenty values in two showcase
neighborhoods in midtown Manhattan
have beenenhanced as aresult of some

serve as a litmus test consumers apply to
the entire operation—as gas stations dis-
covered in the 1950s. Yet when the city gov-
ernment ran things, Bryant Park's rest
rooms had been out of service for 35 years,
and the park stank of urine. BPRC remod-
eled the rest rooms and then maintained
them serupulously. The proof of the rest
rooms’ success, says Mr. Biederman, is
that the ladies’ room is used as much as
the men’s.

The BPRC spawned two sister business

escalated, merchants have attested to
an increase in shopping traffic and
there has been more repeat busmess

signs; unobtrusive newspaper boxes
halding from six to 13 different pa-
peis; trees and planters along the av-

Even as work proceeds, large com-
mercial enterprises have begun mov-
ing into the 34th St arca. A huge K-

trash receptacles:
streets and crosswalks;
fect-cleaning and secu

mart at One Penn Plaza connected to
the Long Island Rail Road concourse,
the nation’s largest HMV music store,
along with a mega-size Woolworth's
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Brokers Promote
Proximity of Green,
Refurbished Area
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NVENTIONAL wisdom says nobody
s geiting higher rents for commercial
ay than they did a few years
ago. But don't teil that io Tom Kelly,

Mr. Kelly is a senior vice president of
Mountain Development Corporation, which
awns the Beaux Aris, the landmarked office
building at the southeast oorner of 40h Street
and Avenue of the Americas. Until a year or
s ago, four of the building’s 10 fleors were
empty and, at asking prices of about $19 a
foot, tenants were barely nibbling.

around

events Then, last year, the refurbished Bryant
place Park opened up across the street. Mountain
* Development has wrilten seven leases since
draw. N ihen and the rent has inched up with cach.
Park Gr “I started asking for §24, 1 pushed it up Lo
of the [ Kelly, adding that he's got only & third of 3
and it ff foor left 1o go.
rent. e new tenants tell the same tale.
o We could have gotten comparable space,
L'he { evenbemer space, for $3a foot less else
agemen| in the area, but 1 really lave the park,”
public E. Kenneth Seiff, the president of Pivot
- Sportware, which took the third floor of the

Beaux Aris last November.

Ji 1. Bartholemy, associate director of
Nautilus International, which ook the eighth
Tlaor, is preity sure she could have struck a
better deal before the park’s renovation.

“Sure, if this were stll a druggy, unsafe
arca | could have argued for a lot lower
rent,” she said. “Who's goings to pay the same
for a drug-infested area as for one with birds
and trees and lunchtime concerts?"

It took 12 years and some $8.9 million, but
Bryant Park, snce a weedy and seedy haven
for drug dealers and their customers, has
turned into a midtewn oasis,

Streiching from 40th Street 1o 42d Sureet
and from Avenue of the Americas to the back
of the Mew York Public Library on Fifth, its
lush lawns, food and book kiosks and lunch-
time performances draw as many as 10,000
people on sunny days.

And for the landlords who own the 7 million
square feet of office and retail space that
barders the park. it is drawing an even more
important erowd: tenants,

“You can't find anyplace in midtown
where real estate was so affected by a neigh-
borhood change in $0 short a period of time,"
said Daniel Biederman, executive director of

Once Anathema, Now a Midtown Marketing Tool

Although no city or state funds were
used for any of the BID improvements,
the full r agenciesofboth
govemments was essential to move
the plan forward. The BID's proposal
had to be approved by a series of gov-
emment officials, including the city
and state compirollers, the City Coun-
cil, and the mayor.

The plans were scrutinized by all
appropriate cily agencies, most nota-
bly the New York City Department of
Transporation. Vollmer Associates,
which served as design consultant on
all the projects, also provided liaison
between the BIDs and the City agen-
cies.

All work on the Grand Central BID
and the 34th St. district is expected to
be completed by Labor Day 1997. The
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the Bryam Park Restoration Corporation,
“'People want to be here now. They're not all
ralking about moving to New Jersey,

It is hard to quantify the park's impact,
since more gocs inte picking a new office
than the proximity of greenery. Moreaver,
unlike Mr. Kelly, most landlords in the area
do nol give out Tent figures.

Bul brokers and other industry insiders
say that since the park was renovated. office
leasing activity has increased significantly
at Swig Weiler's two buildings, 1114 Avenue
of the Americas (the old W.R, Grace build-
ing) and 111 West 40th Street, as well as at 11
West 42d Street, which is managed by Silver.
stein Properties.

knap Webb & Tyler law firm some raw space
at 1133 Avenue of the Americas, on 43d
Sireet.

“They all congregated at the windows and
talked about how nice the park looked,” he
said. The law firm took the space.

“It wasn't because of Bryant Park, but the
vitws certainly helped,” Mr. Schuman said

Even brokers in buildings several blocks
from the park use ft a8 a sales wol. Donald
leasing agent for 1185 Avenue of the
near 46th Street, is including a
long article on the new Bryant Park in his
newslelter for tenants.

And he's trying to use the park 1o entice an
advertising agency to 25,000 feet in the build-

fferent Approach
1. Partnership required
ore basic nature, not the
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director, was retained by Fieldcrest Cannon need a place close by 1o have a cheap lunch [0 ¢ $ides of buildings,  ing is high. Street crime in the arcas is
to find sublet tenants for some 85,000 fect at on a nice day," Mr. Kaplan said “And I'm [pe area the look of an  down by over 50 percent, the streets
58

nd 70 West 40ih Street, two connected
buildings. He has found tenants for all but
11,000 square feer.

“If this were three years ago, we'd be
nowhere this far along,” he said

He certainly wouldn't have gotten Ameri-
can Pacific Emerprises, the home furnish-
ings company that had half a floor at 70 West
40th Street, 1o expand into three foors and
turn the storefront into a showroom.

“If they hadn't redone Bryant Park we
would never have renewed, let along exparnd-
ed” £aid Steven J, Block, the company's
exccutive vice president. “We don't want
people who walk past our windows to associ-
ate pur name with a war zone.”

Retailers, whose businesses depend heav-

ily on dropin traffic, are perhaps the most
willing converts o the streets around the
park. And new stores are opening apace.
d say the park is at least half the reason
1 came here,” said Kayvan Amirsolaimani,
who just spened the Library Gourmet, a food
store, at 23 West 40th Street,

“I°ve spent more than $300,000 in building
this store, and | simply wouldn't have done it
toopen 3 business surrounded by drug aetivi-
ties."

Devon & Blakely, another food store,
opened ai 40th and Fifth Avenue last sum-
mer, in good part 1o attract traffic from the
park. It is open 10 & P.M. seven days a week,

“If the park hadn't been redone, it would
not have made sense (0 say open so late, or
cven to open on weekends,” said Patrick
Burke, the owner.

HE new interest in the area did not
I happen by serendipity. Local landlords
and leasing agents, who used 1o play 1114, recemtly advertised the space in news
down the park’s proximity, are now promot-  papers. The ad included “Ac from the
i it 1o the hilt. “new” Bryant Park’ on the list of assots.
Abrams Benisch & Riker, which has been ““The first question | ask a potential tenant Ira Schum cnior vice
retained by W.R. e 1o find a sublease i ve you one through the park? " said  Julien J. Studley broker:
tenant for the 40,000-square-foot fifth floor of  Stephen J. Riker. “If they no! 1 take  showing the partners a
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N cvery space in every building — feels
the park’s impact, Claudia Meisel, a

Newmark Real Estate broker and

market. Alsoincluded
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rces, increased lighting
raded streetscaping. The
litation of Greeley and
s, which had eamed an
n as a hangout for
have a profound effect
istrict,

a Jot of their employees

and sidewalks are among the most lit-
on 42d Street,”

ter- and graffiti-free in Manhatian, the
retail business is improving, and prop-
erty owners and merchants are san-
guine about the prospects for the
ture.

Jeffrey Grob is the principal
landseape architect for Vollmer
Assoc., New York, N.Y.

concedes the park proba
that many peaple to her building. One e
son: The building has a lot of small spaces in
ihe back that don't overlook the
But for buildings with larger spaces to let,
particularly those with park views, the park
is a definite factor.
A couple of months 420 the Coudert Broth-
into five high floo
One of the big draws, sa
, & Coudert partner, was that
|m- firm cunu et the entire fourth floor,
which overlooks the park, for a * n-omp-
conference center Lo meel with clients,
*“The way the park used to be, I'm not sure
we would hiave moved into this building a
let alone put in a conference cente
overlooks the park,” Mr. Britell said Louuort
Erothers put a big picture of the park on the
relocation nol sent its
Other new tenants in the area are vigor-
ously promoting the park 1o their own people.
NU Business Information Services, the
American arm of a Dutch financial informa-
tion company,recently consolidated employ-
ees scatlered around Manhattan into 68,000
square fect on two floors at 11 West 42d
Street made a big point of
touting the park, and its lunchtime amenities,
io make the move more palatable o those
being relocated.
et's face it, 42d Street doesn't have such
a great reputation, and we knew some of our
people would be unhappy, G
dent atthe  manager of central office serv
members sing the park to make the move go down
atterson Bel  better with the staff.” -
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You’re a Hot Park When Everyone Wants Your Name
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How Smart
Parks

Investment

Pays Its Way

Bryant Park Case Study
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Brya nt Park

MANHATTAN R
Summary
Bryant Park Findings To Date

= An organization and management structure was formed to implement both capital expenditure and on-
going maintenance programs to maximize strategic investments

= A large portion of revenue sources for park funding is now coming from concession and usage fees,
and restaurant and rental income, reducing the required funds from assessments on abutting property
owners

= Park renovation and management structure has created a strong amenity to the local office market
while eliminating the park’s former negative impact on the local real estate market

= Office buildings that were previously underperforming within the submarket surrounding the park are
now outperforming the same submarket

= Subsequent to the renovation of the park, asking rents in buildings surrounding
the park increased at a higher rate than the surrounding submarkets

= |mproved tenant quality increases credit profile, thereby increasing market value for real estate
surrounding the park



Bryant Park

MANHATTAN

Analysis of Four Office Buildings Near Park

The Grace Building

Beaux Arts Building

London Fog Building

1065 Avenue of the Americas




Bry ant Park
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Grace Building Market Rent Comparison

From 1Q90 to 1Q02, asking rents in the Grace Building increased by over 114% compared to
increases of 67%, 55%, and 41% in the Times Square, Grand Central, and Rockefeller
Center markets, respectively

Asking Rent Increases From 1Q90 to 1Q02
Grace Building vs. Surrounding Submarkets
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Bryant Park

MANHATTAN

Beaux Arts Building Market Rent Comparison

From 1Q90 to 1Q02, asking rents in the Beaux Arts Building increased by 225%
compared to increases of 67%, 55%, and 73% in the Times Square, Grand Central,
and Penn Plaza/Garment markets, respectively

Comparative % Difference
Beaux Arts Building vs. Surrounding Submarkets
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Typical Results - Common Management Clients

Asset/Condition

Existing Condition

Start-up Weeks

By Year Three

anitation

Littered curbs
and sidewalks

Litter-free

Litter-free

treet Crime

Random felonies, especially
at night, in crowded transit
hubs, and near large stores

Presence of deterrent

60-100% reduction
in crime rate.

Lighting

Inadequate, unsightly, yellow

Attractive poles,
strong white light
creates crime
deterrent

Parks/Public Plazas

Under-used at all hours

Greater use due to
highly visible cues

Crowds of positive
users at all hours in
well-tended,

programmed space




Typical Results - Common Management Clients

Asset/Condition

Existing Condition

Start-up Weeks

By Year Three

Horticulture

Poorly tended trees,
few flower displays

Quick increase
in visible displays

More trees within
attractive beds,
flowers in pots,
planters, and on walls

Storefronts

Even in strong retail areas,
isolated eyesores with poor
window merchandising

Strong upgrade of
storefront appearance;
market responds with
tenant uggrades

in years 3-5

-

Social Problems

Knots of alcoholics,

drug users and mentally ill
begging and sleeping on
street, unaided

Program subsidized by
client to direct
troubled people to nearby,

off-street service center

Capital Plant

Old, poorly mantained,
some elements broken

Quick touch-ups
involving painting, repair,
replacement

Replacement and addition
of new elements
appropiate to
neighborhood architecture




Number of crimes

34th Street Partnership
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Bryant Park Revenues

9,000,000 i
B Park Usage
8,000,000 B Restaurant Rent
Assessments
Concessions
7,000,000
B Government Support
B Grants & Contributions
6,000,000 W Other L
5,000,000 ! | I
4,000,000
3,000,000
2,000,000 . I I I I
[ |
1,000,000 - == = - | |
0

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Park usage fees - - - - - - - - - $247,203  $415442 $438,112 $332,128  $487,784 $502,819  $952,355 $1,204,393 $2,046,703 $1,630,833 $1,723,401 $§1,993956 §2,881,087 $4,396671
Restaurant rent - - - - - - - - - - - 804,490 687,129 762,110 795,061 879,935 994,104 857,313 825824 885,694 1,139,754 1283984 1536523

Concessions - - - 33,800 349,650 246,124 237,490 235,720 178,170 62,454 60,763 35,827 52,300 68,536 128,973 98,437 118,161 360,568 350,826 535,117 465,341 477 417 547 644

Government Support - - - - 250,000 250,000 250,000 250,000 250,000 250,000 250,000 250,000 200,000 200,000 - - - . - - - - -
Grants and contributions 251,570 132,400 18,650 110,710 31,137 191.013 421,101 1,688,923 725,017 297,091 413,538 203,115 169,482 351,876 287,354 67.373 123,953 27477 209,254 224,272 498,757 530,700 523,085
Other 93 344 68,687 2,198 30,212 11,956 64,051 4,296 105,363 11,197 18,149 22,090 124,928 97,282 41,583 88,107 89,820 116,393 134,401 42,876 112,658 69,197 69,121 139,990

Total $344 914  $406,185 $221609  $620,726 $1,146400 $1273,964 $1762,887 $3,130,006 $2014,384 $1724897 $2,111,833 52,806,472 $2488321 $2,861889 $2,752,314 $3,037920 $3,507,004 $4376462 $3809613 $4,231,142 $4917,006 $6,192309 $7,693,913

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007



Private Financing of
a Public Amenity

Bryant Park, New York City

(numbers simplified, 2007 annual average)

Revenues
Event fees $ 4,397,000
Restaurant rent 1,536,000
Concessions 548,000
*Assessments 750,000
In-kind Contributions 277,000
Park element sponsorship 219,000
Other contributions 27,000
Other sources 140,000

Total: $7,894,000

*Compulsory, based on establishment of
Business Improvement District



Herald & Greeley Square Parks Operations
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FY 2007
FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 broirind)
Revenues  Loents  $12.000 43.250 30,550 54,950 130,970 188,095 302,900 400,000
Concessions
s 3811 59,142 80,925 159,733 135,333 136,194 130,209 140,000
Total Revenue  $73.512 102,392 111,475 214683 266,303 324,289 433,109 540,000
Expenditures
Security, Sanitation
ol el - b 217338 321,355 346,252 344,516 344,848 393,080 405,000
Net surplus (deficit) ($280,287) (114,046) (209,880) (131,569) (78,213) (20,559) 40,029 135,000



