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Mr. Chairman and members of the Subcommittee:
We are here today to testify on GAO work that was
performed in response to the Subcommittee's ngqgg§ of

Fepruary 2,,1979. We were asked to review the Urban / 2 é 4

revg;pqment Action Grant Progyran (UDAG) administered

-0y the vepartment of Housing and Urban Develcpment. 1In
_ _ . _ pEe 2f0 P23 /’3 2.
particular you asked us Lo substantiate ’

—= the numpber Of permanent jobs created,

=~ the extent to which local public revenue
is expanded,

== the amount of private investment actually
levered taking into acccunt other public
investments in the projects, and

=- who ultimately benefits from the UDAG
program.

We must emphasize that at this stage, we cannct draw
any definitive conclusions concerning the success or lack
cf success of the UDAG progranm.

BACKGROUND ON THE PRQGRAM

As pbackyround for presentinyg the results of our work,
we would like to briefly review tne purpose and objectives
of the leyislation as well as the current funding autnority
and 9r§ﬁ£ activity.

\F%e Housing and Community Development Act of 1977

(Public Law 95-128) authorized the UDAG program to

assist physically and econcmically distressed cities

and urban counties. Communities with populatiocn



cutmiyration, a staynating or declining tax base, and/or
a Aousing stock which is excessively deteriorated or
abpandcned are eligiple for UDAG assistance.

The Congress originally authorized $§1.2 billicn to
fund the program through fiscal year 1980. Recently, the
President propcsed an increase in this authorization
level to $1.475 billien. The additional $27S million would
be used in fiscal year 1980.

The first UDAG awards were made in April 1978.

As of February 2, 1979, the cut-off date of our study,
a total of 3UY ygyrants in the amount of $596 million
nad veen awarded.

The objectives of our study afé related to the
primary UDAG project selection criteria. Specifically,
our study addresses

.

== the amount of private investment stimulated, .

== the number of permanent jobs created or
retained, and

/
-= the degree to which the grantees' tax bases -
were expanded. :

THE SAMPLE QOF UDAG GRANTS

From the grants awarded to four States-—-Maryland,
New York, Ohio, and Georgia--17 grants were selected for
review. The 17 sample grants include commercial and

industrial type projects awarded to metropolitan and.



smali cities from the beginning of the progyram to fhe
stuay cut-cff date. wNeighborhood-type procjects were
excluded from the sample selection since they are pre-
deminately housing projecté and wcould not be expected

. to create permanent jobs (although they would have the
potential to lever private funds and add to the cities'
tax base).

The 17 sample grants in our study represent:
l4 percent of the total dollar amount of UDAG awards:

19 percent of the total claimed private investment
stimulated by the UDAG proyram: and l2 percent of the
total claimed number of jobs cre%ted by the UDAG proyram,
Althouyh the sample is small in relationship to the

total numver of ULAG awards, it captures a larye proporticn
Ot tne claimed economic impact of the program. During the
course of cur work, we visited the actuél or propcesed

site of each project and met with city cfficials and,

where possinle, the developers who were involved in the
project.

Because of the limited time available for us to
gather infermaticn on the selected number.of UDAG grants,
we had to choose projects in close proximity toc GAQ's
regional offices. Althouyh we did make a random selection

of prcjects within the four states chosen, we emphasize



that the size of this sample is not larye encugh to

provide statistically valid projections and conclusions. ;
Heowever, the sample does provide strong indications ‘and

insights as to the accuracy of the UDAG program's 5

- claimed accomplishments.

THE LEVERAGE CONCEPT

Because the UDAG program was created to attract
private investment to urban areas where such investment
is either absent or dces not exist in sufficient
quantity, a clear understanding of tne relationship
cetween a pa:tigula: grant under UDAG and direct
private investment is essential. |

In many economic instances, direct private investment
ls undertaken--or not undertaken-—on its own merit. That
is, sufficient economic incentives exist, in the form of
expected returns (profits), to "lever" the private

investment. If these returns are not considered

sufficient, then the private investment seeks alternative
opportunities. These private enterprise decisions are
the result of detailed and complex financial analysis to
determine if the risk is worthwhile when compared to the
exgected returns of the private investment. One'of the

primary purpcses of the UDAG proyram is to reduce the



risk and attract private investment into urban areas .
with certain cnaracteristics.

"Leveraye" yenerally refers to a financial analysis
tern--tne dent to equity ratio--used to analyze the
solvency and borrowiny power of a firm. Leverage
Qoccurs wnen pborrowed funds are used to increase the
return on the owner's capital which arises when the
earnings on borrowed funds exceed the interest charges
on the funds. |

In the case of the UDAG program, the term "leverage”
is used to describe the concept of public funds being used
to stimulate additional private investment and, there-
fore, economic growth. ;EXEEE§5~9EEFIS when the UDAG ; %
investment generates a ygreater amount of private in-
vestment and is expressed as a ratio of UDAG funds to
private investment dollars. :
w To emphasize this point, we have prepared a chart
to illustrate tne relationship between UDAG funds and
private investment. According to the chart and the ,
concept of leveraging, the fulcrum would be placed directly
under the private investment in the normal decision making
process of business firms. This indicates that the private
investment is being levered internally by the business
firm. That is, there are no requirements in many
business decisicn for an outside force, such as an
UDAG, to create, induce or "lift" the private investment.

5



Since UDAG funés are intended to go to targetted
ciéies in distress, then the fulcrum would generally
pbe to the left ¢of the private investment. Where é
the fulcrum is placed in relaticn to the private
investment (i.e., how an UDAG is levering private
investment) is dependent on economic factors that
are essential ingredients of the business decision, g
In our assessment of individual UDAG projects, we ;
nave analyzed all factors which may have been responsinle

e e

tor tne_lgyg;age Ltor the private investment. In parti-
;;lér, we analyzed the commitment of other public funds
(local, State, or Federal), the extent of any tax abate-
ments, positive regulatery actions-fe.g., water extraction
and discharye permits), and econcmic indicators, such é
as proximity to a skilled labor supply, raw materials,

other rescurces and the potential market for the product.

The commitment of other public funds to the same project

would tend, according to our analysis, to reduce the

leverage ratio attributable to the UDAG. A combination

of tfavorable eccnomic factors could lessen the need for

an ULAG or reduce the amount of UDAG required to lever

tne project.

In discussions with HUD cofficials, we learned that

one of tneir decisicn criteria is a comparison of the !



dollar amount of an UDAG with the dollar amount of
private investment. This relationship, as explained
earlier, is expressed as a leverayge ratio. A

leverage ratio of 1:6.50 would mean that $6.50 of
private investment has been levered by $1.00 of

- UDAG. While it may be appropriate for the HUD select-
ing cfficials to include only UDAG funds in calculating
the leveraye ratic as part ¢f HUD's internal decision
criteria, an analysis of the private investment that is
levered snould take inggccount all public funas that are

in eviuence and applicable to tne project.

e

information ror the 17 UDAG projects which we

reviewed are presented below. Fact sheets abcut the

2RSS

projects and the GAC analysis of the jobs create%,
-

tax revenues yenerated, and leverage ratio are presented

for each project. ., . . .7 iléfF/#gx L

A
.‘...“_,,___va_./m

Mr. Chairman, this completes my formal statement.
My ¢olleagues and I would be happy to respend to any

questicns you and members of the subcommittee may have.



CHART 1

THE RELATIONSHIP BETWEEN UDAG

FUNDS AND PRIVATE INVESTMENT

Theory: The addition of an incremental weight (i.e., an UDAG)
will lever private investment (PI).

UDAG

A Overall Economic Climate, EG. Proximity to

Market
Resources

QOTHER FACTORS WHICH
LEVER PRIVATE INVESTMENT

A -- Regulatory Considerations, EG. Eanvironment
B -- Tax Considerations, EG. Abatements
C -- Provision of Infrastructure through other public

investment



ATTACHMENT ATTACHMENT

FACT SHEET

GRANT PROFILE

applicant: Akron, Ohio

Amount of Award: $5,000,000

Date Award Anncunced: July 11, 1978

Purpose of UDAG: To provide a larger improved site for

9 to 15 light rubber-related industrial
companies.,

Private Investors: Various small industrial and equipment :
companies.

Project Description: Public funds will be used to purchase
blighted housing and 16.5 acres of !
land, relocate displaced residents,
improve the land for ousiness expan-
sion, and help finance low interest
loans to private investors., The
additional land and improved sites
will enable the companies already
located there to build bigger %
facilities and expand.

Amount of Private Investment: $14,200,000



ATTACHMENT

INVESTMENT

Private

UDAG

Other Public
Total Public

CALCULATED
LEVERAGE

UDAG to Privata

Total Public to
Private

JOBS
Created
Retained
TAXES
Property
QOther

a/These amounts

b/These amounts

ATTACHMENT i
Economic Impact
Per HUD Per Per GAO
release a/ application b/ analysis ¢/
; . f
----------------- (millions) ===—-—-mrmeecccm————
$14.2 $16.2 $9.2
S 5-0 S 5-0 SS-O :
4.2 4.2 4,2
$ 9.2 $ 9.2 $ 9.
1:1.5 1:1.8 1:1
813 813 260
225 225 225
not reported $16,900 $22,047
not reported $158,000 $71,77%

were taken from HUD's press releases,

were taken from the grantee's UDAG applicaticn.

S/GAO analysis adjusted HUD's amounts based on data and
information derived from the study.



ATTACHMENT ATTACHMENT

Pertinent Facts

Background

The Sweitzer Avenue area consists of about 22 industrial
‘firms intermixed with 155 severely blighted family houses.
They are land locked and according to the applicant, are
moving their operations tc the suburbs and other cities.

Chronclegy of Events

The project appears to have been initiated after the UDAG
prcogram.

Site Characteristics

There is nothing particularly unigque about the site other
than the fact that the companies located there are already
in the area and would prefer to remain there as part of the
UDAG project,

Applicant's Positicn

The UDAG funds are necessary to keep the companies in the
Sweitzer Avenue area from relocating out of the city. The
project could have been completed without UDAG, however,
it would have taken much longer.

HUD Area Qffice, EMAD Comments

This project will not steal industry from any other city.
It will arrest the trend of under utilized manufacturing
facilities in Akron., EMAD strongly supported this use of
UDAG money despite the applicant's difficulty in obtaining
firm commitments f£rom particular manufacturers.

Private Investment

The applicant double counted $7 million in private invest-
ment by including both what the private investors planned
to spend and how much the banks were willing te lend them.

Qther Public Investment

The project alsc includes $3.2 million in Ohio Department
of Transportation (ODOT) funds and $1 million in CETA funds.
The applicant states that the ODOT highway improvements



ATTACHMENT ATTACHMENT

would have been done with or without the project, however,
it was stil an incentive to private investors.

Jobs

New job estimates in the application are from prospective
investors, 260 jobs, and increased for potential spin-cff
jobs, 553. We did not include spin~off jeobs in our calcu-
lations. The 225 retained jobs are estimates from those
companies currently in the Sweitzer Avenue area.

Taxes

The applicant could not recreate his property tax computa-
tions. We computed a new estimated property tax based on
factors furnished by the applicant. The other tax is based
on a l.5 percent income tax rate but does not include income
tax on spin-off jobs as the application 4did.



ATTACHMENT ATTACHMENT

FACT SHEET

GRANT PROFILE

Applicaticn: Akron, Ohio
Amount of Award: $11,400,000
Date Award Announced: January 4, 1979

Purpose of UDAG: To provide an incentive for a company to
keep its headquarters in Akron and to
expand its research and development
operations.

Private Investor: Gocdyear Tire Company

Project Description: Public funds will be used to acquire

: some additional land and make public
improvements needed to serve the new
Goodyear technical center and test
track.

Amount of Private Investment: $70,000,000



ATTACHMENT

INVESTMENT

Private

UDAG

Other Public
Total Public

CALCULATED
LEVERAGE

UDAG to Private

Total Public to
Private

JoBs
Created
Retained
TAXES

Property

ATTACHMENT
Economic Ihpact
Per HUD Per Per GAO
relsase applicaticn analysis
---------------- (millions) -——==———————————
$70.0 $75.0 $75.0
§11.4 $11.4 $11.4
2.5 ? 5.3
$13.9 ? $16.7
1:6.1 1:6.6 1:6.6
1:5.0 ? 1:4.5
550 500 550
1,700 700 700
not reported $1,886,000 $1,480,000



ATTACHMENT ATTACHMENT :

Pertinent Facts

Background

Corporate headquarters and research and development are the
main rubber industry activities in Akron. Since the early
1960's, the rubber industry began decentralizing. The
project provides the Goodyear Company an incentive not to
move their operations from the city.

Chrahélogy of Events

Project appears to have been initiated after the UDAG program.

Site Characteristics

No particular site characteristics, except that Goodyear is
already located on the site.

Applicant's Position

In fear that a major rubber industry may move its cperations
out of the city, the UDAG funds were used as an incentive to
keep the company's headgquarters in Akron.

HUD Area Qffice, EMAD Comments

While there are some reasons for Goedyear to remain in Akron,

the general consensus of opinion indicates that a new E
development including a new corporate headquarters, elsewhere

would be likely if the UDAG improvements are not made. The

UDAG improvements insure that Goodyear will remain in Akron.

Private Development

$75 million in private investment will be used for land
acquisition, develcpment of a tést track and technical center,
and other site improvements.

Qther Public Investment

$5.3 million from Federal, State, County, and city agencies
will be invested in the project--state funds ($1.0 million),
local funds ($1.6 million), Economic Development Administra-
tion funds ($1.3 million), and Federal Highway Administration
funds ($1.4 million).



ATTACHMENT ATTACHMENT

Jobs

Jobs estimates were computed by the company. These estimates
appear reascnable,.

Taxes

Officials couldn't explain how property tax revenues were
computed. Property tax revenues appear overstated. Same
situaticn with the income tax revenues. The city income
tax rate is 1.5 percent of gross income.



ATTACHMENT ATTACHMENT

FACT SHEET

GRANT PROFILE

Applicant: Amsterdam, New York
Amount of Award: $2,500,000
Date Award Announced: August 2, 1978

Purpose of UDAG: To finance the construction of a parking
facility which will serve a 235,000 square
foot downtown shopping mall.

Private Investor: MacFarland Construction Company

Project Description: An auto parking area, which will be
adjacent to the shopping area, will
facilitate the convenience of downtown
shopping.

Amount of Private
Investment: $9,750,000



ATTACHMENT

INVESTMENT

Private

UDAG

Other Public
Total Public

CALCULATED
LEVERAGE

UDAG to Private

Total Public to
Private

JoBS
Created
Retained
TAXES
Property

Qther

10

ATTACHMENT
Economic Impact
Per HUD Per Per GAQO
release application analysis
——————————————— (millions)=—=————————————
$9.75 $3.75 $8.75
$2.50 $2.50 $2.50
- - 2.52
$§2.50 $2.50 $5.02
1:3.9 ' 1:3.9 1:3.9
1:3.8 1:3.9 1:1.9
300 300 270
not reported $0.10 $0.03
not reported $0.2¢4

$0.22



ATTACHMENT ATTACHMENT

Pertinent Facts

Background

The Amsterdam mall will complete an 80 acre urban renewal
“project. The current project is Phase II of a shopping
center. Phase I was completed 2 years ago, and it consists
of 75,000 square feet of leasable area.

Chronology of Events

Amsterdam had a contingency plan to construct a mall one-half
the size if the UDAG was not improved.

Site Characteristics

The project will be located in a downtown area which is the
site of prior urban renewal projects {(cost of $2.4 million).
The site 1s serviced by a new rcadway, bridge, and traffic
patterns, making it accessible.

Applicant's Position

UDAG made it possible to finish an urban renewal project,
but UDAG did not work alone. There was a need for community
development and EDA funds also.

Private Investment

$9.75 million will be used to develop Phase II ¢f the mall,
and to purchase store fixtures.

Qther Public Investments

$2.52 million from Federal, and State agencies were invested
in the project--state funds ($.07 millicn), HUD funds

($2.30 millicn), and Economic Development Administration
funds ($.15 million).

Jobs

The Jjob estimates were based on experience with Phase I.
Ten percent of the jobs estimated were reduced per analysis
due to expected relocation of area merchants.

11



ATTACHMENT ATTACHMENT

Taxes

The applicant did not take intoc account property recently
removed from the tax roles because of the project. The
value of the lost property is the same as the new property.
However, the annual payments to the city will be in lieu
of taxes, therefore $30,000 that would have gone to the
county will now go to the city.

The other tax is based on a 1.5 percent city sales tax,

however 10 percent was reduced per analysis due to expected
relocation of area merchants.

12



ATTACHMENT

GRANT PROFILE

Applicant:
Date Award Announced:
Amount of UDAG:

Purpose of UDAG:

Private Investor:

Project Description:

Amount of Private
Investment:

ATTACHMENT

FACT SHEET

Atlanta, Georgia
July 11, 1978
$3,726,000

To purchase air rights and to construct
a parking deck.

University West, Inc. (non-profit
community development corporation)

Construction of a §~story Trade-Mart
over the parking deck.

$8,750,000

13



ATTACHMENT

INVESTMENT

Private

UDAG

Other Public
Total Public

CALCULATED
LEVERAGE

UDAG to Private

Total Public to
Private

JOBS

Created
Retaiﬁed
TAXES
-Property

Qther

ATTACHMENT

Per GAO
analvsis

Economic Impact

Per HUD Per
release application

--= (million)

$8.75 $ 8.75

$3.73 $ 3.73

- 7.90

$3.73 $11.63

1:2.4 1:2.4

l:2.4 1:0.7

520 520

60 60

not reported $ .36

not reported

14
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ATTACHMENT ATTACHMENT

Pertinent Facts

Background

- University West is a predominantly black community within
Atlanta, Georgia. The community is comprised of residential
and business areas as well as six major black educaticnal
institutions.

Site Characteristics

The development is adjacent to the Ashby Street Metropolitan
Area Rapid Transit Authority (MARTA) station. This station
(cost of $4,345,000) will be the third largest station in a
system which will have an estimated passenger capacity of
78,300 per day.

Applicant's Pesition

The project will take advantage of the potential market
generated by the rapid transit system. The UDAG provided
the equity needed to obtain a loan for their investment.

Private Investment

University West, Inc. will invest $8.75 million in the
development of a Trade-Mart above the parking garage.

Jobs

The demand for speculative space in the Trade Mart will
come from area businesses that want to relocate. However,
the estimated number of jobs created is based on varicus
estimating assumptions. Due to where the demand is coming
from, and the lack of documentation for the various esti-
mating assumptions, analysis could not support the estimate
nor provide a reasonable one.

Taxes

The applicant provided a millage rate of .0604 on

40 percent of property's fair value. OQur calculation
based on this millage rate, resulted in a lower amount
of property tax.

15



ATTACHMENT

GRANT PROFILE

Applicant:
Amount of UDAG:
Date Award Announced:

Purpose cof UDAG:

Private Investor:

Project Description:

Anount of Private
Investment:

Claimed
Spin-offs:

ATTACHMENT

FACT SHEET

Baltimore, Maryland
$10,000,000
April 6, 1978

To help finance the construction of
a convention hotel which is needed
to attract conventions to a
convention center currently under
construction.

Pritzker Interests of Chicago -
Hyatt Corporatiocn

To construct and cperate a convention

hotel which will be adjacent to
Baltimore's convention center,
currently under construction.

$68,500,000

Construction of an office building
and specialty. shops.

16



ATTACHMENT

INVESTMENT

Private

UDAG

QOther Public
Total Public

CALCULATED
LEVERAGE

UDAG to Private

- Total Public to

Private
JOBS
Created
Retained
TAXES

" Property

Qther

Econcmic Impact

17

Per

ATTACHMENT

Per HUD Per GAQ

release application analysis

------------ (millions) =———=—w——eccw---
$68.5 $68.5 $21.0
$10.0 $12.0 $10.0
6.5 51.5 55.0
$16.5 $63.5 $65.0
1:6.85 1:5.7 1:2.1
1:4.2 1:1.1 1:0.3
1,694 1,694 535
2,050 2,050 ——
not reported $l.61 $ .78
not reported $ .37 $§ .32



ATTACHMENT ATTACHMENT

Pertinent Facts

Background

~Baltimore has been redeveloping the Inner Harber Area since

O SOSN

1969. There has always been plans for a convention complex.

Site Characteristics

The hotel is an integral part of a convention complex. A
total of $45 million has been committed by the State and city
for the construction of a convention center. The hotel has
always been planned as an integral part of the convention
complex.

Applicant's Position

- Prior to beginning construction on the convention center,

two developers unsuccessfully attempted to draw and build a
hotel at this site. UDAG provided the financial support to
retain the third developer in this endeavor.

Spin-offs

Both developers claim that the anticipated convention market
spurred their investment. However, analysis discounted these
claims since:

--Initial plans for constructing the cffice
building were made prior to UDAG--in 1975.
Actual construction began in May 1978.

-~Developer of the specialty shops requested
approval to be the sole developer for this
endeavor in August 1977--prior to UDAG.

--The anticipated market relates to a conven-
tion market, not just a hotel market.

Private Investment

The develcper will invest $21,000,000 in the convention hotel.
The $10,000,000 UDAG will be part of a second mcrtgayge to the
developer for this hotel.

18



ATTACHMENT ATTACHMENT

Other Public Investment

The State is providing $35 million for a convention center
whereas the city is providing another $10 million. The city
will alsc provide another $10 million for a garage, pedestrian
walkways, a contingent loan to the developer, and an addi-
tion to the second mortgage loan. We believe that all these
funds and commitments provided incentives to spur the private
investment.

HUD Area Qffice, EMAD Comments

The hotel and convention center are interdependent, i.e.,
the viability ¢f one is directly related to the other. EMAD
did not review the impacts of tne spin-off claims since they
were included after area office's review.

Jobs

The difference between the news release, the application and
analysis is that analysis excluded all Jobs related to the
spin~cff claims. The job opportunities are those related to
the hotel only. o

Taxes

Analysis excluded all tax benefits related to spin-off
claims.

sSummary

The UDAG encouraged private investment for hotel construction,
however one must not forget the convention center's role in
providing a market which in effect makes private investment
‘more feasible. The spin-off claims are not directly related
to the UDAG project and therefore should be excluded.

19



ATTACHMENT

GRANT PROFILE

Applicant:
Amount of Award:
Date Award Announced:

Purpose of UDAG:

Private Investor:

Project Description:

Amount of Private
Investment:

ATTACHMENT

FACT SHEET

Binghamton, New York
$§1,099,030
April 6, 1978

To relocata Ebonex within the City
of Binghamton to a new and larger
facility.

Ebonex Corporation

The City of Binghamton will purchase
land (for resale to Ebonex) and take
care of relocation expenses. $750,000
of the UDAG funds will ke an interest
free loan to Ebonex to construct its
new facility.

- =

20



ATTACHMENT ATTACHMENT

Economic Impact

Per HUD : Per Per GAO
release application analysis
————— (millionsg) ===—w=—ee=—--
INVESTMENT
Private not reported $0.75 __ 0
UDAG $1.10 $§l.10 $1.10
Other Public «25 .25 .25
Tax Abatement ~0-= -0= .02
Total Public $1.35 $1.35 $1.37
LEVERAGﬁ |
UDAG to Private Q . 1:0.7 a
Total Public to
Private 0 1:0.8 0
JOBS
Created 100 100 110
Retained 106 . 106 106
TAXES
-Property not reported $39,000 -0-



ATTACHMENT ATTACHMENT

Pertinent Facts

Background

‘This project provides a new home for the City's only manufac-

turing minority business enterprise. The firm is an electronic
subassembly and component assembly manufacturer. The firm
needed to expand to meet current and projected contractual
requirements.

beonologz of Events

Ebonex's recent growth has necessitated its rental of 22,000
square feet as an interim move before final relocation. The
credit situation in Binghamton is such that the company would
not be able to obtain an economically feasible loan from a
commercial bank.

Site Characteristics

The proposed project site is readily accessible by public
transportation. This is important because Ebonex employs &
large number of low-income personnel.

Applicant's Position

The UDAG loan is essential for Ebonex to finance its proposed
facility relcoccation and expansion.

HUD Area Qffice, EMAD Comments

Questioned the propriety of claiming the $750,000 loan as the
private commitment. The Area Office alsc gquestioned why Ebo-

‘nex could not afford a commercial loan or commercial interest

rates.

Private Investment

Seven hundred fifty thousand dollars of the UDAG funds will be
a loan to Ebonex. The applicant counted this loan as private
investment, since Ebonex will eventually repay it. Analysis
discounted this as private investment,

22



ATTACHMENT ATTACHMENT

Other Public Investment

EDA is providing $245,000. The present value of a tax abate-
ment received from the City and school district has a present
value of $15,004Q0.

Jobs

The job estimate per analysis differs from HUD's claims and

the applicant's estimate because discussions with the developer
brought out the former estimate. The retained jobs relate to

Ebonex's situation, i.e., if it could not expand its operations,
it could not continue to service government contracts.

Taxes

Due to the tax abatement scheme, the revenues per the application
will not be immediately realized.

23



ATTACHMENT ATTACHMENT

FACT SHEET

GRANT PROFILE

Applicant: Cambridge, Ohioc

Amount of Award: $866,825

Date Award Announced: August 2, 1578

Purpose of UDAG: To provide a suitable site for a
new rolled steel and distribution
facility.

Private Investors: The House of Metals, a wholly-owned

subsidiary of Williams and Company,
Inc., of Pittsburg, Pennsylvania.

Project Description: Applicant, using UDAG funds, will
purchase a portion of 171 acres of
land (cecause a portion is cn a
flood plane) and make site improve-
ments including installing water
and sewer lines and widening roads.
Private investor will construct a
175,000 sgquare foot building.

Amcunt of Private
Investment: $8,000,000

24



ATTACHMENT

INVESTMENT

Private

UDAG

Other Public
Total Public

CALCULATED LEVERAGE

UDAG to Private

Total Public to

Private
Joss
Created
Retained
TAXES
Property

QOther

ATTACHMENT
Econcmic Impact
Per HUD Per Per GAO
release application Analysis
- (millions) ===we—a—a—e—e—o
$8 $8 $8
$ .9 $ .9 5 .9
-0~ -0 -0-
$ .9 $ .9 $ .9
1:9.2 1:9.2 1:9.2
1:9.2  1:9.2 1:9.2
70 60 9qQ
90 590 -0-
not reportad $ 55,000 $ 55,000
not reported $155,000 $155,000
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Pertinent Facts

Background

ﬁilliams and Company had previcusly expressed an interest in
the Cambridge area, however, they could not find a suitable
Site.

Chronoclogy of Events

Once the applicant became aware of the UDAG program they decided
to offer suitable land to Williams and Company at a discounted
price and with site improvements. (The discounting was neces-
sary because the private owner wanted to sell the entire 171
acre tract and would not lower the price even though nearly

50 percent of the land was on a £lood plane.) wWilliams and
Company accepted the offer,

Site Characteristics

The site is not particularly unique. It is, however, at the
intersection of Interstates 70 and 77 which is ideal for the
company's market area.

Applicant's Position

This project would not have been possible without UDAG as
evidenced by the fact that Williams and Company had stopped
looking at the area. Cambridge had previously tried to get
EDA grant but found that EDA was stressing urban areas and
not rural areas. :

HUD Area Qffice, EMAD Comments

This project will increase employment in the Cambridge area
and substantially improve its tax base. EMAD recommended
approval once a binding commitment had been obtained.

Private Investment

Williams and Company is contractually committed to invest at
least 58 million in a building, equipment, and inventory.

Qther Public Investment

None
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Jobs

Williams and Company has contractually guaranteed that they
will initially employ 50 people from the Cambridge area and
30 ip the Sth year of operation. The applicant mistakenly

also included some of these jobs as retained and, thus, double
counted them.

Taxes

Property taxes are estimated based on the value of the building
and land. Other taxes include a one percent income tax and a
tangible personal property tax on the estimated $3 million inven—
tory. The applicant also pointed out that they will realize an
increase in motor vehicle taxes, rail taxes and sales taxes.
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ATTACHMENT

GRANT PRCFILE

ATTACHMENT

FACT SHEET

Applicant: Cincinnati, Ohio

Amount of Award: $6,772,500

Date Award aAnnounced:

Purpose of UDAG:

Private Investors:

Project Description:

Amount of Private
Investment:

april 6, 1978

To provide land acguisition, c¢learing,
and site improvements for a 59.4 acre
industrial park for light industry

on cne to five acre tracts.

From 12 to 1% small investors ranging
from a truck repair facility to a

restaurant, have expressed interest
in the area.

To acguire and clear 11 acres of
land, relocate residents and

businesses, and improve the land
for private development.

$39,700,000
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Economic Impact

Per HUD Per Per GAO
Release Application Analysis
== (millions)} ==—=—=——eeammmo
 INVESTMENT
Private $ 39.7. § 32.6 -0 -
UDAG $ 6.8 ’ $ 6.8 $ 6.8
Qther Public 8.1 8.1 - 0 =
Total Public $ 14.9 $ 14.9 $ 6.8
CALCULATED
LEVERAGE
UDAG to Private 1:5.9 1:4.8 -0 -
Total Public to
Private l1:2.7 l:2.2 -0 -
JOBS
Created 1,192 1,192 ?
Retained 400 400 ?
TAXES
Property not reported $518,58¢ ?
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Pertinent Facts

Backyround

...Tne proposed industrial park will displace several small
businesses and residences currently located in the project
~area. The applicant has had difficulty obtaining binding
‘conmitments from private investors. Originally, 1% in-
vestors expressed an interest in the area, however, only

12 signed legal commitments and 3 of those have since
._backed out.

Chreocnology of Events

The Liberty/Dalton industrial park has been in the making
for over 10 years. EDA and CDBG funds have been in-

. vested during that time. The project is not new since
the UDAG program.

Site Characteristics

The site is located in the downtown area adjacent to
Interstate 75 and the rail vards.

Applicant's Position

The project could have been completed without UDAG, however,
it would have taken 3 times as long, 12 years without
UDAG, 4 years with UDAG.

BUD Area Office, EMAD Comments

The project could have been completed, on a more limited
scale, witnout UDAG. UDAG only added 1l more acres to an
existing industrial park for a total of 59.4 acres.

Private Investment

Only have commitments from 12 investors for $10.3 million
for 31.5 of the 59.4 acres. There are no commitments

for the 1l acres added by UDAG. Applicant estimated
Private investment for uncommitted land at the rate of
$502,000 per acre, based on past experience to arrive at
their $32.6 million estimate. Applicant attributed all
private investment for all 59.4 acres to UDAG rather than
only the 1l acres for which UDAG was used.
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Qther Public Investment

The applicant is investing $8,125,000 in Community
Development Block Grant (CDBG), Neighborhood
Development Program (NDP), and Economic Development
Administration (EDA) funds in the non-UDAG acres.
Therefore, we excluded this amount per analysis.

Jobs

There are no jobs commited to the 11 UDAG acreas per se.
Ayain, the applicant took job estimates from each of the
private investors for the entire 59.4 acres.

Taxes

The applicant's $518,556 is estimated property tax
accruing from the 59.4 acreas. There will be a net
loss of $10,664 because of displacing the businesses
which had been there previously.
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ATTACHMENT

GRANT PROFILE

ATTACHMENT

FACT SHEET

Applicant: Cincinnati, Ohio

"amount of Award:

Date Award Announced:

Purpose of UDAG:

Private Investors:

Ptoject Description:

Anount of Private
Investment:

$7,803,975

October 5, 1978

To provide a suitable site in the
city for a large local company
and a major internatiocnal firm
rather than having them move to
suburban locations.

U. S. Shoe Corporation
Coca Cola Bottling Company

Public funds will be used to
purchase the land, make street

and site improvement, and provide
parking facilities.

$63,300,000

32



ATTACHMENT ' ATTACHMENT

Econcmic Impact

Per HUD Per Per GACO
release application analysis
= (millicns) =====meceaaaaa
-INVESTMENT
Private §_ 63.3 $ 73.3 73.3
UDAG $ 7.8 S 7.8 $ 7.8

Other Public

Tax Abatement - 3.0
Total Public $ 7.8 S 7.8 $_10.8
CALCULATED
LEVERAGE
UDAG to Private 1:8.1 1l:9.4 1:9.4
Total Public to
Private l:8.1 1:9.4 1:6.8
JOBS |
Created 330 2,700. 300
Retained @ = = aceeeo 400 -0 -
TAXES |
Property not reported $364,750 $ 82,750

Other not reported $1,736,325 $1,476.200



ATTACHMENTS ATTACHMENTS

Pertinent Facts

Background

The Eastwood/Madisonville site was the only available
parcel of land for larger development in the city. Both
Coca Cola and U. S. Shoe were looking for a new site to
expand their operaticns. At the time both companies were
" planning on relocating to suburban sites.

Chronoclogy ©f Events

Project appears to have been initiated after the UDAG
program.

Site Characteristics

The site geographically would be more advantageous to
U. S. Shoe and Coca Cola rather than any of the suburban
sites were it not for the needed site improvements.

Applicant's Position

The UDAG funds were necessary to keep both companies from
relocating to the suburbs.

HUD Area COffice, EMAD Comments

No employment or development would occur that would not occur
ctherwise. EMAD did not believe that UDAG funds should be
used for land acquisition in this case since it is already
being handled by a community development organization; and
the private investor and community organization should not

both receive subsidies for acquiring the land as is now the
case.

Private Investment:

$73.3 million in private investment will be used for land
acquisition, industrial construction, machinery, and
fixtures.
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Other Puclic Investment

U. 5. Shoe will receive a 20 year tax abatement. The

. present value of this apbatement is 52,987,620, based on
a seven percent rate of interest. There were no other
public funus involved.

JOUS

We were unable to varify the applicant's job estimates. We
computed the new Job estimates to be 300 based on the expan-
sion estimates submitted by the companies.

Taxes

Property tax estimates in the application were miscalculat-
ed. We computed a new estimated property tax based on
factors furnished by U. S. Shce which excluded the tax
abatement. The other taxes are based on an amendment to the
application in August 1978 which included perscnal income tax
and tangible property tax.
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FACT SHEET

GRANT PROFILE

Applicant: Corning, New York
-Amount of Award: $1,793,000
Date Award Annocunced: February 2, 1979

Purpcse of UDAG: To retain Corning Glass Works'

engineering department within the
City of Corning.

Private Investor: Corning Glass Works (CGW)

Project Description: To improve access roads and storm

sewers servicing a CGW engineering
building site,

Amount of Private -
Investment: $16,300,000
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INVESTMENT

Private

UDAG

Cther Public
Total Public

CALCULATED

LEVERAGE

UDAG to Private

Total Public to

Private

JoBs
Created
Retained
TAXES
Property

Other

Economic Impact

Per HUD
release

S D S T kG A S T o vy ——

$ 16.30
§ 1.79

250

500

not reported

not reported
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Per Per GAO
application analysis
(millions) == -
$ 21.24 S .05
$ 1.79 $ 1.79

.98 .98

$ 2.77 S 2.77
1:11.9 1:0.03
1:7.7 1:0.02

. 250 -0 -
550 -0 -

$ 0.99 -0 -
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Pertinent Facts

Background

Corning Glass Works began site pPreparation work for a

new 315 million engineering center on June 1, 1978. The
~ground was broken for a new $6 million company cn
May 11, 1578. The purpose of the UDAG was to finance the
citys' portion of public improvements necessary to

accomcdate tne previously committed expansion of Corning
..Glass works.

Chronology of Events

CGW stopped pPreliminary site work when the HUD area office
Guestioned the role UDAG played in retaining CGW within
Corning. CGW contends that UDAG funds were an essential
part of the decision not to relocate ocutside Ceorning.

Applicant's Position

The city contends that the UDAG funds were crucial for
continuing construction on the engineering building.

HUD Area Cffice, EMAD Comments

The HUD Area Office (EMAD) recommendéd disapproval based
upon the belief that construction would have been
completed without UDAG input.

Private Investment

Discounted all but $50,00Q of private investment. The
$5U,00u is for storm sewer improvement.

Other Public Investment

Funds are coming from the Appalachian Regicnal Commission
($.U4 million) and the State's Department of Transportation
($.94 million) for storm sewer and rcad improvement.

Jobks

Discounted all jobs.
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Taxes
Excluded all taxes.
Summarvy

The UDAG did not stimulate or
investment.

ATTACHMENT

lever the claimed private
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ATTACHMENT

GRANT PROFILE

Applicant:
Amount of Award:
Date Award Announced:

Purpose of UDAG:

Private Investors:

Project Description:

Amount of Private.
Investment:

ATTACHMENT

FACT SHEET

Dayton, Chio
$3,180,000
January 4, 1979

To renovate an old Arcade to provide
retail shops and residential units
in the downtown area.

Arcade Square, Ltd., a limited
partnership

Both the private and public sectors

of the community will provide funds to
improve the private and public portions
of the Arcade. Public funds will be
used to develop the public portions of
the square which includes a walkway and
a large retunda.

$12,955,455
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Economic Impact

Per HUD Per Per GAO
release application analysis

(millions)==-—- ——

. INVESTMENT
Private s 12.9 $ 24.9 $ 9.5
UDAG $ 3.2 $ 3.2 $ 3.2
Other Puplic -0 - $ 2.2 $§ 2.2
Tax Abatement  =—===—=—=Z0zl0 e=e=- ?
Total Public $§ 3.2 $ 5.4 $ 5.4
CALCULATED
LEVERAGE
UDAG to Private 1:4.1 1:7.8 1:3.0
Total Public to
Private l:4.1 l:4.6 1:1.8 1/
JOBS
Created 1,187 1,252 869
Retained 153 248 98
TAXES
Property not reported $ 173,982 -0 -
Other not reported $ 135,168 $ 107,274

i/ This ratio dces not include the tax abatement since we
could not give it a present value estimate.

41



ATTACHMENT . ATTACHMENT

Pertinent Facts

Background:

Arcade Sqguare, Ltd., was organiied for the purpose of

.undertakinyg the Arcade project. Its partners are a

compination from poth the private and public sectors of
tne community. Arcage Sqguare, Ltd., will own, operate

‘and wanage tne Arcade upcn completion.,

1

Chronoloyy O Events:

The renovation of the Daytcn Arcade is a continuation of
Layton's downtown revitalization plan which was defined
in 156%. The Arcade project stimulated the develcpment
of three other projects which are located in the same

yeneral area as the Arcade. All three of these projects

..were included in the application. HUD would not allow

the City to include one of the projects so the HUD press

.release includes the Arcade project and two other

projects.

Site Characteristics:

Ne particular advantages other than the downtown location.
It keeps in line with the Dayton's downtown revitalization
plan. The other projects included in the application

are alsc located in downtcown Dayton near the Arcade.

Applicant's Positicon:

The City realized that the cost of rental space to the tenants
would have to be above the current markét rates in order
Lor arcace Square, Ltd., to pay-off the debt it would incur by
renovating tne Arcade, The situation dictated that the City
would nave to dc whatever it could to minimize the operating
expenses Of the project in coraer to attract private in-
vestors ana retail tenants. The City also included the
otner tnree projects because it was being developed at the
same time as the Arcade. '

HUD AREA Qffice, EMAD Comments:

EMAD reviewed the preliminary application in September, 1978.
The actual application was not submitted until December 1978

and EMAD.was never given the opportunity to review this
application.
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Pertinent Facts

Private Investment:

Arcade Square, Ltd. plans to develop the retail space along
with the residential units. Arcade Square, Ltd., committed
'$2,025,000 to the project and raised $7,460,000 in loans,
industrial development bonds, and standby commitments. The
Ootner three investors plan on investing approximately
510,000,000 in their projects. These three projects were not
included in the private investment because they were in-
airectly related to the Arcade project.

Qther Public Investment:

There were other public investments which were used as in-
centives totaling $2.2 million -- Economic Development
Administration funds ($1.9 million) and city revenue funds
(3.3 million). There was dlso a 20 year tax abatement to
which we could not give a present value estimate and a tax
shelter which amortizes certain rehabilitation expenditures
for certified historic sites. o

Jobs

Job estimates in the application included estimates from the
three other adjoining projects. The HUD press release just
included two of the projects. Since these projects were in-
direct benefits of there Arcade project, these jobs were not

included in the analysis, therefore leaving 869 jobs created
and 98 jobs retained.

Taxes:

Property tax estimates in the application included
the other three projects. Since these projects were in-
alrect penefits and Arcade Square, Ltd., received a 20 year

tax abatement, nc property taxes will be yenerated by the
project. -

‘The earnings tax estimates were $185,168 as stated in the

application. By nct including the estimates of the other
projects, the earnings tax changes to $119,371.
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FACT SHEET

GRANT PROFILE

Applicant: Montezuma, Georgia
Amount of Award: $ 5,772,000
Date of Award: August 2, 1978

Purpose cf UDAG: To provide better truck access to
proposed pulp mill.

Private Investor: Buckeye Cellulose Corporation (wholly
owned subsidiary of Proctor and
Gamble)

Project Description: To construct oypass access roads to
service proposed pulp mill.

Amount of Private
Investment: $ 200,000,000
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Economic Impact

Per HUD Per Per GAO
release application analysis
{millions)
INVESTMENT
Private $ 200.0 $ 202.0 § 0.0
UDAG $ 5.8 $ 5.8 $ 5.8
Other Public ————— 20.8 1.5
Total Public $ 5.8 $§ 26,6 § 7.3
CALCULATED
LEVERAGE
UDAG to Private 1:34.5 1:34.5 -0 -
Total Public to
Private 1:34.5 1:7.86 -0 -
JOBS
Created 1,170 1,922 -0 -
Retained @ = =  <==e= 00 cec;e- ———
TAXES
Property not reported § .63 -0 -
Other not reported § 1.80 -0 -
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Pertinent Facts

Backyround:

"The site has been eyed by other industries. The area

officials preferred Procctor and Gamble because it is
Xnown as a "good neighbor."

‘Chronology of Events:

The decision to construct the pulp mill was made

prior to UDAG award.

Site Characteristics:

An environmental permit which allows water to be
extracted and treated wastewater to be returned to

an adjoining river, and access to two rail lines provides
& yreat incentive fcr selection of this site.

Application’s Position:

Without ULAG for needed road improvements, the private
investour might nave sold the site and located elsewhere.

HUL Area Qffice, EMAL Comments

UDAG was not necessary because of existing gositive site
cnaracteristics.,

Private Investment:

$200,000,000 is solely for constructing pulp mill.

Cther Public Investment:

This project is also being supported by the state ($1.5 million)

for supervision and planning of the road construction, and
training. Macon County sold $19.3 million in industrial
bonds to help finance Buckeye's purchase pollution control
equipment. This amount was excluded since Buckeye will

- pay the county back.

Jors:

Assuned that UDAG was not necessary, therefore excluded all

jors.
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Pertinent Facts

Taxes

Excluded all taxes, however, it is interesting to note that
tne tax benefits disclosed in the applicaticn are for Macon
County and the State of Georyia, no estimate of what porticn
or these benefits will accrue to the applicant.

- Summary
The UDAG did not stimulate or lever anything.
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ATTACHMENT

GRANT PROFILE

Applicant:
Amount cof Award:
Date Award Announced:

Purpeose of UDAG:

Private Investor:

Prcject Description:

Amount of Private
Investment:

ATTACHMENT

FACT SHEET

Rochester, New York
$5,150,000
Qctober 5, 1978

To retain the Sybron Corpcration
within the City ¢f Rochester.

Sybron Corporation.

To renovate 272,635 square feet of
building space and construct 113,500
square feet of new industrial space,

along with site consolidation and
improvements.

$27,900,000

48



ATTACHMENT ATTACHMENT

Econemic Impact

Per Per GACO
Per HUD application Analysis
-------------- (millions) =—=—=wecaea—-
INVESTMENT
Private $27.90 $27.90 $27.90
UDAG $ 5.15 $ 5.15 $§ 5.15
Qther Public - 2.20 2.20
Tax Abatement - — .98
Total Public $ 5.15 § 7.35 $ 8.33
CALCULATED LEVERAGE
UDAG to Private 1:5.4 ' 1:5.4 1:5.4
Total Pubklic to
Private 1:5.4 1:3.8 1:3.3
JQBS
Created 562 562
Portion Attrib-
utable to UDAG ) 347
Retained 2,475 2,475
Portion Attrib- .
utable to UDAG 1,530
TAXES
Property not reported - -
Other not reported $ 5.00
Portion Attrib=-
utable to UDAG ' ' S .38
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Pertinent Facts

Background

Sybron's West avenue facility, the principal manufacturing
space for two divisions was develcped in the early 1900's.
It has most of the characteristics of a facility built at
that time, e.g., high energy costs, inadequate parking,
and no room for expansion.

Chronology of Events

It appears that the Sybron Corporaticon would have relocated
to a site in the southern United States due to a $9 million
difference between renovating its Rochester site and relo=-

cating. The UDAG and other incentives were used to makes up
this $9 million difference.

Applicant's Positicn

Without UDAG the City would not have been able to make it
advantageous for Sybron to remain in Rochester.

BUD Area Office, EMAD Comments

UDAG was being used to retain a corporation and the jobs it
provides.

Private Investment

Sybron will renovate its buildings, and construct new indus-—
trial space.

Qther Public Investment

New York State is providing a $2.2 million interest subsidy
to Sybron. Sybron will also receive a partial city property

tax abatement, with the present value of this abatement is at

$977,269, based on a 7 percent rate of interest.

Jobs

Analysis assumed that a proportion of the jcbhs, both new and
retained, are applicable to UDAG whereas ancther portion is
applicable to the other public incentives. The total amount
of public funds played an important role in retaining Sybron
in the area.
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Taxes

Qther taxes of $5 million per the application relates to all
taxes both State and local. Only a 1.5 percent of the sales
tax will go to Rochester. . This amount is $619,000. Assume
same proportion as with the jobs, i.e., other taxes per analy-
sis--$383,000.
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ATTACHMENT

FACT SHEET

GRANT PRCFILE

Apélicant: Toledo, Ohio

Amount of Award: $12,000,000

Cate Award Announced: April 6, 1978

Purpcse of UDAG:

Private Investors:

Project Description:

amount ¢f Private Investment:

32

To provide a suitable site for
the corporate headquarters of
a large company and a lccal
bank.

Owens=Illinois
Toledo Trust

Public funds will be used to
construct and widen streets,
develop a shoreline park and
harbor area, and build a park-
ing garage for a 13 acre
riverfront site for two
corporate headquarter
buildings.

$100,000,000
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Economic Impact
Per HUD Per Per GAC
release applicaticon analysis
(millions) — -
~Investment
Private $ 100 200 $ 104.9
UDAG $ 12 18.5 12.0
Qther Public - Q0 - 4.2 7.4
Tax Abatement - - 13.8
Total Public § 12 22.7 $ 33.2
Calculated
Leverage
UDAG to Private 1:8.3 1:10.8 1:8.7
Total Public to
Private 1:8.3 1:8.8 1:3.2
Joks
Created 1,327 1,327 -0 -
Retained 3,900 3,900 -0 -
Taxes
Property not reported $ 2,182,000 ?
Qther nect reported $ 396,900 ?
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Pertinent Facts

Background:

Owens-Illinois is Toledo's major employer, and Toledo
Trust's primary customer. Owens-Illinois has facilities
all over the Toledo area and the chances of thenm leaving
the metropolitan area are very remote.

Chronology of Events:

The riverfront development is part of Toledo's plans to
revitalize the business district which has been an on-
going project since 1974. Owens-Illinois had planned
to develop this site prior to UDAG.

Site Characteristics:

No particular advantages other than the riverfront
location.

Applicant's Position:

Owen-Illinois would not undertake this develcpment unless
Site improvements were made.

HUD Area Qffice, EMAD Comments:

Job retention directly related to UDAG is probably zero.
The site improvements will enccurage a large scale
private investment, however, it will have the detrimental

impact of drawing tenants away from other downtown office
buildings.

Private Investment:

Cwens=Illincis originally planned to develop a world head-
guarters building, a hotel, and two commercial buildings.
This was the basis for the $200 million estimate. Current
pPlans are to develop two headquarter buildings, one for
Cwens-Illinois ($94.7 millicn) and one for Toledo Trust
($10.2 millicon).

Qther PFublic Investments:

There were other public investments which were used as
incentives totaling $7.4 million -- Community Development
funds ($.5 million), Beautification Grant ($.8 million},
Heritage Conservation Recreation Services ($1.2 million),
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Pertinent Facts

Other Public Investments: Cont'd

Water and Sewer funds ($.2 million), EDA funds ($2.2 million),
-and city bonds ($2.5 million). There was also a 20 year
tax abatement to which we gave a present value estimate of

$13.8 million based on $1.3 million annually at an interest
rate of 7 percent.

Jobs:

Job estimates in the application and the HUD news release were
based on the original project--headquarters, hotel, and two
cornmercial buildings=-and not the current project. No new
Jobs will accrue from Owens-Illinois or Toleco Trust since
tney are simply changing sites within the city.

Taxes:

Estimates in application were based on old project and digd
not consider tax abatement. Owens-Illinois will receive a
20-year tax abatement currently valued at $1.3 million
annually. We c¢ould not estimate the effect of the project
on taxes because it is unclear as to what the cld Owens-
Illinois and Toledoc Trust buildings will be used for.
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GRANT PROFILE

ATTACHMENT

FACT SHEET

Applicant: Troy, New York

bate Award Anncunced:
‘Amount of UDAG:

Purpose of UDAG:

Private Investor:

Project Description:

Amount of Private
Investment:

July 11, 1978
$1,750,000

To assist in the construction of
an enclosed pedestrian shopping
complex. :

Mr. Carl Grimm

To build an enclosed shopping complex
which will serve as a new downtown
shopping center.

$7,414,500, per analysis $4,704,000
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INVESTMENT

Private

ULAG

Other Public

Tax Abatement
Total Public

CALCULATED
LEVERAGE

UDAG TO Private

Total Public to
Private

JOBS
Created
Retained
TAXES
Property

Other

Economic Impact
Per HUD Per
release application

-({millions)

$ 6.15 5 7.42
§ 1.75 $ 1.75
- $ 2.60
1.73 $ 4.35
l:3.5 l:4.2
1:3.5 1l:1.7
197 197
104 104
- 5 0.32
-— $§ 06.21

l/ See Cther Public Investment
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Per GAQ
analysis 1/

$ 4.70 $.4.70
5 1.75 S 1.75
310.14 $§ 5,10
.40 .40
912.29 $ 7.25
1:2.7 1:2.7 -
1:0.4 l:0.6
177
-0_

5 0.03 in 1981
$ 0.12 in 1991
$ 0.14
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Pertinent Facts

Background:

According to the private developer, he was committed to
building a smaller shoppinyg facility before the UDAG.
However, the UDAG will enable the developer to expand
‘his plans in constructing a public space in the
shopping mall. The city had been attempting to attract
- a developer tec help tne city out, for this particular
idea, for over seven years. The smaller facility can
pe described as part A of the project, and the UDAG .
can be applicable to Part B =-- the larger mall and
public space.

Chronology of Events:

- The decision to construct a smaller shopping area for
Store rental was made prior to UDAG award.

Applicant's Position:

The use of UDAG funds prevented a downtown store from

leaving, and started a project which will expand the
city's tax base.

HUD Area Qffice, EMAD Comments:

The project would have been built without UDAG funds.

Private Investment:

Mr. Grimm was already committed to Part A of the project
SC this amount was excluded per analysis. The 3$4.7

million is the private investment in Part B of the
project.

Qther Puplic Investment:

The first column per analysis assumes that all historical
pPublic investment directly related to Part B of the project
should be included. This representaticn presents the total
public investment necessary tc complete the project.

The second column per analysis excludes public expenditure
made prior to the UDAG application. These particular costs
are sunk costs. The other public investment consists

©f the public funds invested at the same time as the UDAG
and represents the incremental contribution to the project.
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ATTACEMENTS ATTACHMENTS

Pertinent Facts

Qther Public Investment: Cont'd

The present value of the 10 year tax abatement, at 7%,
is $.40 million. This is considered ancther public
incentive for the private developer,

JORS ¢

The retained job estimate relates to the relocation of one
major cepartment store. The difference between the
retained j;ob estimates per the news release, the
application and analysis is due to the fact that this
store had no intentions of leaving Troy.

The nunber of jobs created per the news release and
the application were reduced by 20 in the analysis

to account for jobs that were supposed to be added by
& store but were not.

Taxes:

Tax estimates are at least 69 percent high due to the in-
clusion of county revenues, use of an inappreopriate
assessment and valuation rates, failure to recognize

the tax abatement scheme, and other errors.
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ATTACHMENT ATTACEMENT

FACT SHEET

GRANT PROFILE

Applicant: Yonkers, New York
“Amount of Award: $3,550,000
Date Award Announced: July 11, 1978

Purpose of UDAG: To enable the construction of a
road way and sewer system for a
new industrial park.

Private Investor: Robert Martin Corporation

Project Descrigtion: The proposed road and sewer will
allow access to the park with-
out disturbing the suburban area,
or overlcading the present
sewaye system.

Amount of Private
Investment: $30,000,000



ATTACHMENT ’ ATTACHMENT

Economic Impact

Per HUD Per Per GAQ
release application analysis
—(milliong)~———————memc————
INVESTMENT
Private $ 30,00 S 30.14 $_30.14
UDAG | $ 3.55 $ 3.55 $ 3.55
Qther Public .55 3.45 3,45
Total Public $ 4.1l0 $ _7.00 $ _7.00
CALCULATED
LEVERAGE
UDAG to Private 1:8.45 1:8.48 l:8.49
Total Public to _
Private 1:7.32 1:4.30 1:4.30
JOBS
Created 1,870 1,870 1,870
Retained 330 330 330
TAXES
Property not reported $ 0.89 $ 0.89
Other not reported § 0.30 $ 0.30
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ATTACHMENT ' ATTACHMENT

Pertinent Facts

Background:

The city wanted to finance the industrial park in 1975
but were unable to d¢ so because of financial problems.
The private developer nas been successful in developing

-an executive park.

‘Site Characteristics:

Tne industrial park site is north of New York City with
gocd proximity to parkways and rail service. The site
was a private estate and then an aboretum ~efore owner-
ship transferred tc Yonkers. However, there is no major
rcadwork available to support the number of vehicles
that will be entering and exiting during rush hours.

Applicant's Position:

The UDAG made it possible for Yonkers to develop land
that was off the tax roles. .

Private Investment:

The developer is committed to $30,000,000 to develop the
entire industrial park. i

Other Public Investment:

This project is beiny supported by $1.0:million in
community development block grant funds, EDA funds of
$1.9 million, and a local general cbligation bona
issue of $.55 million.

Jois:

No discrepancies noted.

Taxes:

No discrepancies noted.
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ATTACOMENT ‘ ATTACHMENTV

Pertinent Facts

Summary:

It appears that UDAG provided the means for Yonkers to in-
Crease its tax base by giving a developer enough incentive
for an investment. With a road and sewer system installed,

the industrial park will be feasible without disturbing a
suburban area.
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ATTACHMENT

GRANT PROFILE

ATTACHMENT

FACT SHEET

Applicant: Youngstown, Ohio

Amount of Award: §750,000

‘Date Award Announced:

Purpose of UDAG:

Private Investors:

Project Description:

Amnount of Private
Investnent:

January 4, 1979

To provide funds t¢o purchase and
recpen a closed company, Republic
Hose, and put some of its employees
back to work.

Former employees of Republic Hose

The UDAG funds along with other
public funds will be used to
purchase land, an existing factory
building, a new power plant, and
start up inventory to reopen

a closed ccmpany.

$1,950,000, per analysis $100,000
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ATTACHMENT

- INVESTMENT

Private

UDAG

Other Public
Total Public

CALCULATED
LEVERAGE

UDAG to Private

Total Public to
Private

JoBS
Created
Retained
TAXES
Property

Qther

ATTACHMENT
Economic Impact
Per HUD Per Per GAO
release application analysis
(millions) -
1.9 $ .15 $ .10
.75 $ 1.5 b .75
-0 - $ 2.0 $ 1.85
.75 $ 3.5 $ 2.6
1:2.5 1l:0.1 1:0.1
L1:2.5 1:0.04 1l:0.04
175 175 -0 -
-0 - - 0 40
not reported  § 41,125 $ 24,675
not reported $ 22,500 $ 5,142
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ATTACHMENT ATTACHMENT

PERTINENT FACTS

Background: The operations of Republic Rubber, a wholly owned

subsidiary of the Aeroquip Corporation, were discontinued
in August 1978 because the plant was no longer profitable.
The former employees established a committee to purchase
the plant, renovate, and reopen for business under new
name, Republic Hose.

Chronology of Events: The plant closed in August 1978 and reopened

in April 1979. UDAG was one of many sources
of funding investigated by the committee to
purchase and reopen the plant.

Site Characteristics: There is nothing particularly unique about the

site except it is, of course, where the old
plant was located.

Applicants Position: The project could not have been done as

quickly without UDAG.

HUD Area Office, EMAD: The project will put people back to work

and keep this site from becoming a blighted
area. We recommend funding this project.

Private Investment: The discrepancy over'the amount of private

investment is caused because of $1.85M in
government insured loans, $1.35M 90 percent
insured by EDA and §.5M 90 percent insured by
SBA. HUD considers these part of the private
investment since they are from a commercial
bank. We consider them public investment

since the banks would not have Toaned the money
without the EDA/SBA guarantees. Also, the
government will pay for a default.

Other Public Investment: $7.35M EDA and $.5M SBA. See "Privata

Jobs:

Taxes:

Investment".

The application and HUD state 175 new jobs will be created

by the project. Based on recent interviews with the applicant,
however, only 40 employees will be rehired. We also believe
they should be classified as retained since they were pre-
viously employees of the company.

Property taxes are reduced to account for land which will

be retained by Youngstown (applicant) and for which there is
no immediataly planned purpose. Income taxes are reducad to
account for 40 employees instesad of 175.
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