
December 7, 2021 

Members of the New York City Council 

via email 

250 Broadway 

New York, NY 10007 

Re: SoHo/NoHo/Chinatown Rezoning Affordable Housing Financial Analysis 

Dear Councilmembers: 

I write to share with you a financial analysis we have performed of one of the 
key development sites in the proposed SoHo/NoHo/Chinatown rezoning area, 
the Edison Parking Lot at 375 Lafayette Street/30 Great Jones Street. Like more 
than 80 other sites in the proposed rezoning area, the City and other advocates 
for the rezoning claim that under the rezoning, affordable housing units will be 
built here, in this case 51-61 units. But our analysis of the financial return on 
various development options allowed under the rezoning shows that just the 
opposite is far and away the most likely outcome here — that in fact no 
affordable units will ever be built here.  That’s because under the rezoning, a 
developer would enjoy roughly double the internal rate of return by building 
no affordable housing as compared to if they did include affordable housing. 
They can do so by building the maximum allowable commercial FAR and no 
more than 25,000 sq ft of market rate residential space on these three zoning 
lots, which requires no affordable housing construction whatsoever, but allows 
developers to merely pay into a fund instead.  
 
This illustrates, in even greater detail than our prior submissions (also here), 
that the rezoning for this area is inherently structured to provide great 
financial incentives to not include affordable housing in new construction.  
 
Based upon this objective, data-driven analysis, only one or more of the 
following changes would alter the basic mathematics which would continue to 
very strongly incentivize construction with no affordable housing over 
affordable housing which includes it: 
 

 Lowering the allowable commercial FAR on sites where affordable 
housing is desired to a di minimis amount, so that it is not competing 
with immensely less profitable residential developments where 25-30% 
of the space is dedicated to “affordable” housing.  

 Eliminating the option of paying into a fund for residential developments 
of less than 25,000 sq ft per zoning lot rather than providing on-site 
affordable housing.  

 Providing very significant subsidies for the construction of affordable 
housing, to make including affordable housing in new developments 
more financially worthwhile than merely building much more profitable 
commercial space and/or market rate residential space of less than 
25,000 sq ft per zoning lot. 

https://media.villagepreservation.org/wp-content/uploads/2021/08/18110447/SoHo-NoHo-The-25000-Sq-Ft-Exemption.pdf
https://media.villagepreservation.org/wp-content/uploads/2021/08/18110447/SoHo-NoHo-The-25000-Sq-Ft-Exemption.pdf
https://media.villagepreservation.org/wp-content/uploads/2021/05/14222415/Report-Many-Ways-de-Blasios-SoHo-NoHo-Plan.pdf
https://media.villagepreservation.org/wp-content/uploads/2021/10/29084123/Report-Less-Than-Nothing-SoHo-NoHo-Changes-1.pdf


 
Because the City refused to consider a wider range of options in its analysis for this rezoning, the types 
of changes described above which are necessary to ensure that a rezoning does not merely reward 
developers with an enormous windfall with no public benefit of affordable housing is likely not “in 
scope,” and therefore not possible, under the existing rezoning. Instead, it would require restarting the 
process for considering any zoning changes to this area.  
 
For this and many other reasons, including the profoundly detrimental effect the rezoning would have 
on existing rent regulated affordable housing and lower income residents, small businesses, arts groups, 
historic structures, Asian American residents in and around the Chinatown section of the rezoning, and 
the scale and character of the neighborhood, I strongly urge you to vote this plan down and work with 
all stakeholders to begin anew.  
 
Thank you for your attention to this matter. 

Sincerely, 

 

Andrew Berman 

Executive Director 

 

 

 

 

 

https://media.villagepreservation.org/wp-content/uploads/2021/03/14230337/Upzoning-SoHo-NoHo-Report-March-2021.pdf#page=16
https://media.villagepreservation.org/wp-content/uploads/2021/08/18110443/SoHo-NoHo-Mapping-the-Incentive-to-Demolish.pdf
https://media.villagepreservation.org/wp-content/uploads/2021/08/18110453/SoHo-NoHo-Mapping-Asian-American-Impact.pdf
https://media.villagepreservation.org/wp-content/uploads/2021/08/18110458/SoHo-NoHo-Out-of-Proportion.pdf
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Site Analysis in  
Soho/NoHo/Chinatown Rezoning  
of Internal Rate of Return  
for Including Affordable Housing  
vs. Building with No Affordable Housing
The premise of the SoHo/NoHo/Chinatown Rezoning Plan is that it will create significant amounts  
of affordable housing. But reasoned analysis shows it won’t — not unless the private, for-profit 
developers chose to act against their own financial self-interest. In fact, the plan makes it much 
more financially rewarding to build with no affordable housing whatsoever and incentivizes the 
destruction of a great deal of existing rent-regulated affordable housing, displacing its long-term, 
lower-income residents.

Prior analysis by Village Preservation showed that on every site where the city projects affordable 
housing being built, the rezoning plan actually allows developers to build more market-rate space 
when they don’t include affordable housing than when they do, thus providing a huge incentive not 
to build affordable housing. Changes made to the plan by the City Planning Commission when they 
adopted it had no substantive impact upon this equation.

We have now performed an even more in-depth analysis of the built-in incentives and likely  
outcomes of the plan, using one of the largest development sites in the rezoning area, the Edison 
Parking lot at Lafayette Street and Great Jones Street, as an example. Based on market assumptions, 
we found that a rezoning scenario on this site with no affordable housing would produce roughly 
double the 10-year Internal Rate of Return (IRR) of one that does, indicating that any developer 
would forgo a development with affordable housing in favor of one without. This remains the 
case even if the maximum commercial FAR were substantially lowered from the proposed 
levels. Our analysis found:

•	 �Residential Development with 30% Affordable Housing (Mandatory Inclusionary Housing — Floor Area 
Ratio of 9.7): 10-year IRR = 8.93%

• 	�100% commercial development (Floor Area Ratio of 6): 10-year IRR = 14.33%
•	 �Development with 25,000 sq ft of market-rate residences per zoning lot (exempted from affordable 

housing requirements with the payment of a fee) with the remainder of the development commer-
cial to the maximum extent allowable by zoning (Floor Area Ratio of 9.7): 10-year IRR = 19.67%

• 	�Maximum Allowable Commercial SF (6 FAR) with unused FAR filed with market-rate residential of less 
than 25,000 sq ft per zoning lot (exempted from affordable housing requirements with the payment of 
a fee) (Floor Area Ratio of 9.7): 10-year IRR = 19.55%

Even a 5 FAR commercial building on these sites would bring in a higher internal rate of return—17.68%  
— than the full FAR residential building with affordable housing, as would a 4 FAR commercial building, 
which would yield a 10 year internal rate of return of 13.9%.

villagepreservation.org 
December  2021

https://media.villagepreservation.org/wp-content/uploads/2021/03/14230337/Upzoning-SoHo-NoHo-Report-March-2021.pdf#page=16
https://media.villagepreservation.org/wp-content/uploads/2021/05/14222415/Report-Many-Ways-de-Blasios-SoHo-NoHo-Plan.pdf
https://media.villagepreservation.org/wp-content/uploads/2021/10/29084123/Report-Less-Than-Nothing-SoHo-NoHo-Changes-1.pdf
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SCENARIO SCENARIO
MIH 70/30 w/

retail
All Commercial Max non-MIH 

Residential, 
Remainder  

Commercial

Max  
Commercial, 
Remainder  
Residential

Max non-MIH 
Residential,  

5 FAR  
Commercial

Max non-MIH 
Residential,  

4 FAR  
Commercial

Total FAR 9.7 6 9.7 9.7 8.7 7.7

Residential FAR 8.7 0 3.8 3.7 3.7 3.7

Commercial FAR 1 6 5.9 6 5 4

IRR 8.93% 14.33% 19.67% 19.55% 17.68% 13.90%

Similar analysis throughout the neighborhood would yield comparable results, demonstrating how 
unlikely this plan is to produce any affordable housing.

The data that follows includes the calculations and bases for this analysis.
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