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I Introduotion

éoplev Place, a $350 million mixed use development in downtown
Boston, is unique in its size and diversity, The development entails
two major hotels, a convention facility, an up-scale department store,
260,000 square feet retail space, cinemas, 800,000 square feet office
space, and 100 units of mixed=-income housing, The history of the devel-
opment — the transition from concept to reality — is quite complex,

The developer, the Urban Investment Development Company (UIDC),
first expressed intérest in the site in early 1977. The groundbreaking
ceremony took vlace in November, 1980, The three-and a half years in
between were filled with negotiation, trade-offs, and co-optation,

The early part of the process comprised leasing agreements from the
State of Massachusetts for the site, a 9.5 acre land-air parcel above
the Mass Turnpike in Back Bay. A Citizen Review Committee participated
from the beginning. The latter part of the process involved the City of
Boston in the applicatibn for a federal Urban Development Action Grant
(uDAG),

The development process of Copley Place signals a unique imple-
mentation of public and private interests. The circumstances leading up
to the groundbresking and beyond create an intriguing account of bar-
g2ining and special interest pressures. The magnitude of the project
will result in, and has already witnessed, strong implications for the

adjacent neighborhoods and the City of Boston.



11, The Development Framework

Local government is playing an increasingly important role in
urban investment, Having recognized that the economic growth rate lies
in the birthrate of new business (Cornia, 1978 p.-- ), public officials
have begun {0 devise ways of attracting investment and shaping it to
maximum public benefit.

Public officials have demonstrated an ability to exert themselves
successfully to affeﬁt their fiscal well-being., With the goal of bringing
positive impacts on employmeut, local tax base and business activity,
the public sector is using both philosophical and active tools to work
with potential developers. Philosophically, the importance of offering
a receptive political climate cannot be understated. As a developer
weighs the investment options, a public official can offer a hospitable
and attractive community environment that may help to persuade the deci-
sion (Cornia, 1978, p.=--). The developer must work with the public
officials == an amicable relationship from the beginning can help to
foster a working alliance advantzgeous to both sides,

The public sector may also employ active intervention techniques
in the development process. The city has the traditional tools of zonirg
and service delivery at their disposal, as well as more innovative devei-
opzent controls (HUD, 1980, p.16). The use of density bonuses can work
to concentrate development in designated areas; the offering of air
riéhts and site parceling can bring development, as with Copley Place.

But the Key to the success of these tools is that they mesh with market






actors is often the answer to insuring smooth development proje
partnérship, from the beginning, helps to ensure a development that
occurs more expeditiously, with success for both parties,

The cooperative public/private investment trend is a relatively
new phenomenon. The gradual realization that businesses were choosing
to locate in suburban and exurban areas resulted in an attempt for a
more active local participation in development decisions, The public
sectqr, in assuming the role of partner, is bringing a new level of
expertise into the more traditional "reactive" position played by a
local official in the past. The evidence of involvement is found in the
formalization of public/private development ventures and the skill and
sophistication of public persomnel in the planning and implementation
of projects in their commnity (NCUED, 1978, p.1).

The role of the local official and the developer varies according
to a.number of factors (U.S. Conf, of Mayors, N,D, p.1). The economic
situation may call for a financial partnership in which the public
sector leverages private investment with public dollars, as with the
Urban Development Action Grant (UDAG) program. Initiated in 1977 under
the Dept. of Housing and Urban Development (HUD), the program requires
e leveraging ratio of at least three to one private/public dollars, The
offer of public money is used to persuade investment in declining urban
areas to promote jobs and revitalization. |

Another factor which shapes the role played by each partner is the
political setting (US Conf, of Mayors, N.D. p.1). The public sector

should assure a favorable governmental and community attitude, From



treatment by governmment aiong wWiiln a Ii€X1D1L1ly Ol PUDLILIC &ABSLELALCE,
(Borut, 1979, P.4). In cases where political in-fighting overcome con-
sistency and reception, a developer may assume a more offensive role,
thereby destroying a working partnership. .

Motivation and capacity also help to set the role of the partners
(Us conf, of Mayors, N,D, P.1). Obviously, the extent to which each
partner is committed to the project determines the degree of voluntary
participation, Cooperative efforts are most successful with an under—
lying concensus between the public and private sectors that their
partnership is a necessary condition for urban reinvestment (US Conf, of
Mayors, N,D., p.1).

However, some feeling exists among urban activists that private
investment is not always the best answer. According to Frank Smizik of
the Mass Law Reform Institute (the organization representing 8 South End,
 Boston residents who are suing HUD and the City.of Boston because of the
displacement that will result from Copley Place - HUD has granted an
$18.8 million UDAG for the project), private investment, leveraged with
public money, is considered the solution to blighted areas, He feels
that too often, these projects go ahead without the consideration of
&2ll of the impacts, He has ™o quarrel with private investment, dut
there must be a plan to handle its impacts on minorities — particularly
in a oity like Boston where they have no place to go if they're dis~
placed, ™ Therefore, local officials involved in economic development

planning must balance the desires of profit-motivated developers against



the public interest goals of the community (HUD, 1980, p.10), T
mediate outputs of a development project —— expanded tax base a
creation -— must be weighed in terms of the real outcomes-displacement,
The concept of leveraging private investment and providing suppor—-
tive market conditions is at the heart of urban economic development
planning (NCUED, 1978, p.1). To maintain a viable economy, the public
ector must join handse with potential developerse and take a stand in what
happens to a community. The basic components in support of development
are a favorable attitude, flexible tools and knowledgeable personnel
(Bomt, 1979, p.4). When utilized properly and to the best advantage,
the public sector can effectively guide private investment by émploying
the available tools of land use and zoning, infrastructure and property
tax abatement. Preparedness works to avoid the destructive polarization

“-tween public and private actors (Hollister, 1980, p.22).
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IIT. History

The Copley Place Site had been a vacant parcel for over 20 years,
In the late 1950's, the area was cleared for the Mass, Turnpike Extension
into Boston, Before that time, the South End was joinad physically and
architecturally with Back Bay. Huntington Ave. had been lined with fine,
old buildings that integrated with the historically significant structures
nearby =- the Boston Public Library, the Copley Plaza Hotel, and Trinity
Church., Nearby, the Prudential Center was built on a site of old rail-
road yards, further"cleaning up'! the area, Since the building of the
turnpike, the City has attempted to identify an appropriﬁte development
for the site,

In the 1965 Boston General Plan the city planners called for a

large-cscale developamaent on the gite to work in conjunction with a new
Back Bay Transportation Center. However, neither plan was implemented,
The priorities for development were placed elsewhere in Back Bay with
the Prudential Center expansion in the 1960's and the John Hancock
Tower in the 1970's, Even though several archite;tural firms attempted
tc devise a development scheme that would overcome the severe physical
constraints of the site, none could achieve an economically viable
solution.

The structural difficulties of the site are due to its location
both next to.and over the Massachusetts Turnpike. A development would
have to be built on air rights. The site’s physical constraints jinvolve
access problems with the Turnpike exit ramps, and the Amtrak rail tracks

end platform,



ment proposals, The City's Comprehensive Economic Development Strategy
prepared with U,S., EDA funding, called for a targeted development in
the area that would overcome these constraints —- one that would stimu-
late investment and the creation of johs. The Strategy is part of a
progrem instituted to counteract the effects of job losses and the
shift to greater specialization in services, which result in high un=-
employment among minorities and low-income persons,

Several factors contributed tc the recognition of the Copley site's
patential for a large-scale project., The tremendous demand for availablé
office space in Boston encouraged an attempt to devise a feasible_plan.
Boston's rental office market is one of the strongest in the caantry
with an occupancy rate hovering near 99%. The rent-up of the Hancock
Tower put an end to the availability of office space inthe Copley Square
area, With the Boylston Street retail area facelift, referred to by some
as the "uptown Faneuil Hall," a strong deﬁand for'édditional retail
space arose,

Physical improvements to the surrounding have made the site more
attractive, The renovation of the Copley Plaza Hotel and the completion
of the Boston Public Library addition provided significant contributions
to Back Bay appearence, Also, the Sheraton Hotel expanded sﬁcéessfully
and the Saks Fifth Avenue store was added to the Prudential Center,

Finally, firm plans for the reconsturction of the Back Bay Amtrak

Railraod Station were made, These plan3 include realignment of the



Southwest Corridor* and the additton of a new rapid traunsit route
(the Massachusetts Bay Transit Authority (MBTA) orange 1line) with a
major stop at the Back Bay station, As an indicator of commitment, in
March 1982, the MBTA announced the traferral of $2.5 million from the
rider shelter program to the funding for the reconstruction of the
Station,

The combination, therefore, of both physical improvements.to the
area, end sirong State and City commitment to a Copley Place propossal,
prompted renewed developer interest in the site, The development now
unde» construction was proposed by the Urban Investment Development
Company (UIDC), a division of Aetna Life Insurance Corp, in early 1977.
The develovment opportunity followed years of political negotiation
with the Park Plaza projeci®* another development scheme for downtown
Boston, City officials were sensitive to repeating e similar hassle.
With the Park Plaza incident, the Boston Redevelopment Authority (BRA)
published development guidelines and solicited bids in a competition.
A developer for Park Plaza was designated and his deteiled plans were
then subjected to a 1971 state Environmental Impact Review (EIR). The
plan drew public criticism and delayed approval of the project for three
years, By this time, a supplemental EIR was required to update the
agsesemeéu v, The original developer withdrew because of the lengthy

planning process, and ten years were lost, When approached with the

#The Southwest Corridor was a highway planned to link downtown Boston
with the suburbs to the southwest, Under the highway moratorium imposed
by Gev, Francis Sargent, the land was turned over to the MBTA for use
a8 a rapid transit southwest line,

*¥*Park Plaza, located about % mile from the Copley Site, had been a
development scheme proposing a hotel, retail, and office spaae,




same error,

IV, The Planning Process

The developer, UIDC, was required to engage in a two phase nego-
tiation process: first, with the State, and second, with the City, The
site was owned by the Massachusetts Turnpike Authority, so UIDC needed
first to negotiate fbr use of the property. Then, the City became in-
volved as the central public participant in the process with permit

approvals and the Urban Development Action Grant application,

The selection of UIDC as the developer for the Copley site marks
a unique process of a front-end approach to impact assessment (Hollister,
1980, p.22). UIDC demonstrated interest in developing the Copley Place
site in early 1977, and the State decided to grant an aption ou the pro-
perty for a 6-month period while proceeding with the citizen review and
impact assessment, State Planning Director Frank Keefe advocated the
early designation of a developer to speed the planning process. UIDC was
seen as a strong developer with a good track record. UIDC is a wholly-
owned subsidiary of Aetna Life and Casualty, "the nation's largest
divergified financial organization," according to a company brochure.
The most recent development completed by UIDC was Chicago's Water Tower
Place, a 3.1 million square ft., 74-story mixed-use complex (UIDC, 1982).

The Governor Michael Dukakis agreed to Keefe's plan, and on April

18, 1977, the Massachusetts Turnpike Authority (MTA) signed a Memorandum



of Understanding with UIDC "during which UIDC will engaga-in engineering
and market analyses and the Turnpike Authority will refuse to negotiate
or lease its Copley Square land and air rights to any other party , . .
at the end of six months, everyone will have a full understanding of the
constfaints and opportunities at Copley Square, and a decision can be
made by both the developer and the state and the city public sector
agencies as to vhether it makes sense to proceed into an option" (Keefe,
9/22/11).

UIDC approached the state with the suppbrt of the Western Inter-
national Hotels who-were comnitted to building an 800-room luxury hotel
as part of the Copley Place program, Western had approached the State
earlier, alone, with a plan to build a hotel on the land section of the
parcel, but could not convinae the MTA to agree (Hollister, 1980, p.30).

The inclusion of a hotel met with favor from the public officials, A BRA
study, completed in 1976, concluded that, "In order to optimize its
competitive position, Soston needs convention-oriendted hot¢l rooms
providing 1607-1807 rooms and located in proximity to its convention
facilities" (BRA, 1976, p.4): namely, the John ‘B: Hynes Auditorium,
located 3 blocks form Copley Place. The demand for hotel space was keen,
and e developer with a major hotel chain in hand was welcome,.

With the Memorandum of Understanding, UIDC began planning the
development, At that time, basic issues of site usege, massing, and the
interrelationships of the program elements were considered, The initial
intention was to design the tall buildings away from Copley Square to
reduce the perceived scale (UIDZ, 1980, p.5). As the schematic plans

progreesed, UIIC attempted to locate the tall buildings away from
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the Turnpike ramps to avoid construqtion of major structures over the
greatest site obstructions,

The State brought in the City as a participant in the oversight
of the plaining, the Boston Redevelopment Authority (BRA) acting as the
City's representative, The Office of State Planning organized the Citizen
Review Coumitte (CRC) under the direction of Dr., Tunney Lee of MIT,
In May 1977, the CRC group membérs were selected and assembled., The CRC
was made up of neighborhood organizations from the South Ehd, Back Bay,
and the Fenway sections of Boston. The organizations were representative
of virtually all the impacted persons, both middle-class professionals
and low-income minorities., The Back Bay Tederation represented area
businesses and institutions. Tn 2l1l, the CRC membership and its variety
highlight the complex issues involved with Copley Place (Hollister; 1950,
p.34). |

'Participation by the public inAreviewiﬁg a project the size of

Copley Place is unprecedented in Boston, According to Teri Weidner,
Director of Communications at UIDC, the CRC process was more extensive
than any other with which UIDC had been involved. Ms, Weidner states
that the entire citizen participation process amounted to an expense of
%6 million to the developer (Weidner interview). In the beginning, UIDC
was not certain as to how extensive the CPC involvement would be, but
it soon became clear that the State and City were, at this point, behind
the process and would back the citizens (Hollister, 1980, p.38).

The CRC process began in earnest. The deadline for their final

recommendations for the project was September, 1977, which allowed only



sign, and traffic impact — addressed by individual task forces within
the CRC (UIDnc, 1980, p.5).

Lee directed the early meetings to provide a basic level of under-
.standing. These early workshops offered information regarding the phy-
sical and social environment, legal requirements, and the developer's
perspective (Hollistér, 1980, p.35). Various technical experts were on
hand to answer questions, such as the state's Central Transportation
Plamning Staff. Lee himself dealt with questions concerning physical
planning. A UIDC official, Dun Gifford, lectured on real estate devel-
opnen . and a State planning representative handled regulatory control
cuestions (¥ollister, 1980, p.35). (note: There was very little news-
yaper coverase of Corpley at this point. The BRA file begins with their
involvement in the process).

Throughout the summer the CRC met, and at t;e end of June, an
interim —~port specified certain issues of concern., These issues included
physical design, land use, Jjobs, pedestrian access, traffic, housing,
wingd -7 shadows, and economic impact (UIDC, 1980, p.5). Further devel=-
opment in workshops resulted in CRC Final Pecommendations, delivered
September 22, 1977. The recommendations took form as goal statements
followed by general guidelines for action amd specific steps to take to
achieve the desired end. The goals were as follows: (1) Commnity Economic
Development; (2) Retail Impact; (3) South End Stabilization; (4) Staging;

(5) %assing; (6) Land Uses (7) Pedestrians; (8) Traffic; and, (9) Zavire
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onmental Impact (CRC, 1977). The issues brought up at this ea:

in the planning process remained in the negotiations until the end,
Meanwhile, as the Memorandum of Understanding had called for,

UIDC undertock its own feasibility studies (UIDC, 1980, p.5). The

. UIDC planners were conceptualizing the size and scale of the various

project ccmponents, the hotel, retail, and office spaces, It became

clear that the bridging of the Turnpike, ramps, and rail track; would

be enormously expensive, According to UIDC, it was at this early point

in the planning that some sort of public subsidy was seen to be netcessary,

as well as an expanded plan to help absorb these costs,

UIDC considered over a half-dozen design concepts during 1977
(vIc, 1980, p.16-34). Bach was modified to include the imformation from
the consulting studies, Finally, 3 alternatives were presented to the pub-
lic which provided a "workable concept plan" (UIDC, 1980, p.6). A scale
model was developed to illustrate the conclusions of the analysis, The
CRC recommendations were incorporated into the 3_alternatives, The
recommendations called for 3 major modifications: (1) Housing — UIDC
agreed to the inclusion of 100 units of mixed-income housing after the
State and City officials insisted upon following the CRC idea; (2) Parcel
"C" - UIDC agreed to develop this parcel (it is the designated area for
the Neiman-Marcus department store in the project) on Dartmouth Street,
vhich they had proposed to leave vacant; (3) Access — UIDC agreed to
provide better vehicular and pedestrian access into and around the
project (UIDC, 1980, p.7).

The design modification process continued, and in June, 1978, UIDC
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presented a revised yreliminary design which they

cially feasible and in conformance with CRC guidel
design consisted of 1 hotel, 2 department stores,
office building, a parking garage, and the housing
design process was frozen so that the appropriate
culated, This design also became the basis for the
studies, which were initiated during the summer of

At this time,lKeefe announced that the site
not be sold to the developer, fee simple, but rath
the property to UIDC, The negotiations for a lease
since the basic issues of construction were resolv
P.40).

The CRC, which had been dormant simnce the Se
Recormendations, was reactivated to review the lat
Throughout the summer, the CRC met at 7 workshops _
that were not addressed in detail during the preéious summer, This
second phas2 of the CRC was organized by Prof, Lee, In Lee's words,
this phase of the CRC process was, "to keep the scheme within acceptable
limits, The analysis of impacts that occurred during the second half of
1978 did notdirectly change the development scheme, but it made the
lease agreement possible and acceptable™ dHollister, 1980, p;41). The
impact iesues discussed were effects on Back Bay businesses, population
composition of sﬁ?rounding neighborhoods, air quality, and othei envir=-
onmental impacts (UIDC, 1980, p.195).

In October, 1978, the Draft Environmental Impact Review (EIR) was



released by the consulting firm hired by UIDC, Environmental Research
and Technology, Inc, However, earlier that Fall, UIDC announced a design
change that included at third department store, The consultants did not
have sufficient time to fully assess the impact of the preferred design,
so they extrapolated the original design impacts to expand the analysis,
The CRC and the public officials accepted the EIR, but insisted upon a
more coﬁplete analysis at a later date, However, before the end of the
year, UIDC again revised the design, to reduce the retail and increase
the hotel and office components (UIDC, 1980, p.8). It was felt that the
Boston market could not sustain 3 department stores (earlier interest
expressed by potential department store tenants had softened), while
demand mushroomed for the other types of devéopment. During the spring
of 1979, the design work concentrated on a two-hotel, 1~department etove
program,

Meanwhile, political events at the state level temporarily confused
the negotiations., Governor Dukakis and his advisors had been working both
with the developer and the City since the inception of the project. Xeefe,
the director of State Planning and Ired Salvucci, Transportation Secre-
tary, had been instrumental in representing the State's interests, Inter-~
estingly, Salvucci had formerly been an aide to Mayor Kevin White, and
worked as a key liason with City Hall (Hollister, 1980, p.54). However,
Dukakis wés upset by Edward King in the Democratic Gubernatorial Primary
in September, and King went on to win the election. The lease signing
date had been targeted for December 15, but the prospect of a new adminis-

tration was potentially unsettling,



that working with a new set of state officials would delay the project
at least one construction season (Lee, p.43).

The points that held up the lease signing were affirmative action
md t¢ rent schedule, The State, as would the City, wanted assurances
that at least 25% of the construction jobs would go to minority residents.
The rent schedule was complicated, and there were misunderstandings
between the State and UIDC, The State comprimised with the affirmative
action portion of the leass, decreasing from a required 25% to 20% of
the jobs to be minority. However, the State refused to negotiate the rent
subordination schedule (Hollister, 1980, p.43). The State, in fact,
threatened to decline a lease agrgement with UIDC, and advertise for a
new developer., Given the impending termination of the Dukakis administra-
tion, the threat implied an ultimatum of "deal with us, and know what you
heve; or wait for the nevw administrétion, and seé what you might get."
(note: The only State actor wno would continue into the Xing administra-
tion , John Driscoll, Chairman of the Massachusetts Turnpike Authority,
did not play a major leadership role in any negotiations, according to
Frank Keefe).

In the end, the bargaining sessions were successful.bThe State and
UIDC officially solidified their relationship at a lease signing ceremony
on December 22, 1978. The media proclaimed the event as the fitting
last chapter in the Dukakis administration -~ one that had such a strong

policy for urban developement, Yet, ™the largest commercial development
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was just beginning, The state actors were finished with their major in-
volvement, and the City stood ready to continue the negotiation process
and to issue the necessary permits,

Returning to the design process, the developer had revised the ori-
ginal 2-store/a=hotel scheme to a 3-store/1-hotel scheme, and finally,
to a 1~store/2-hotel scheme, As these details were worked out by the
| architect, the CRC ieconvened and began assessing the impacts in light
of these changes (UIDC, 1980, p.9). Between February and November, 1979,
CRC held 14 meetings to assess the impacts and re-examine the issues not
adequately addressed inthe 1978 sessions,

As a result of the CRC sessions, 2 new studies were commissioned
by the BRA, The CRC determined that the housing and retail impacts
needed to be studies further. A local consultant, Mark Waltch, was hired
to advise the CRC on the analysis of the impacts (Hollister, 1980,p.41).
Waltch helped the CRC to understand and criticali& review the analyses
resulting from the BRA commissions{UIDC, 1980, p.9).

The newly completed studies were released at the end of 1979, The
CRC taskforces on the housing and retail issues also released their own
Summary Analyses, The CRC conclusions that were drawn resembled those of
the BRA=-commissioned studies: the retail impact would be beneficial to
existipg area businegsea by drawing larger numbers of shoppers into the
vicinity (CRC, 1979); the housing impact would result in some displace-
ment (recognized as an ongoing national trend, however), but the addition

of 100 units within Copley Place and the further impetus to develop the



(note: Tent City is a 3,3 acre site adjacent to the Copley Place project
which has been recidentially vacant for over 15 years, The site earned
its name in 1968 from squatters who lived there, in tents, to protest
the City's lack of commitment to rebuilding low=-income housing, The City
argues that the site is non-assemblable, Two-thirds of the plege is owned
privately, and is unavailable)

In addition to reviewing the updated retail and housing impact
studies, the last CRC meetings held in 1979 included discussions about
the city application for an Urban Development Action Grant (UDAG). The
UDAG was required since the State did not agree to "subsidize" Copley
Place with either a 121A tax abatement (a state approved property tax
sbatement in lia: of a set yearly fee, a concept designed originally for
the Prudential Center), or a land cost relief, The developer had first
expressed the need for some form of public funding in the summer of 1978,
The necessity of applying public funds to cover the exorbitant site pre-
paration costs had been acknowledged from the initial negotiations with
the the State (UIDC, 1980, p.8).

The BRA agreed to apply for a UDAG and began the information pre-
paration process, Public input was sought by the city with regard to not
only the UDAG application, but also the othsr public approvals in the
process, The BRA worked withthe CRC to cutline a meeting format for the
first public UDAG hearing to be held on November 19, 1979, (Two pudlic
hearings are required in the UDAG application process, one for pre-

application input and the second for final application approval),
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and other interested organizations, At this point, it was hoped by CRC
that the Tent City funding request of £5 million could dbe tied into the
Copley Place UDAG application, State Representative Mel King, from the
Scuth ind, saw the Copley Place UDAG as a chance to leverage subsidized
housing on the Tent City site (Boston Ledger, 4/18/80), As a type of
trade-off, the accelerated population change that would result from
Copley Place would ﬁe negated by glving the low=income persons a secure
future in the area,

The meeting was held at 7:00 P.M, at the Boston Public Library.
The meeting was chaired by William Holland, Director of the Mayor's Office
Jf Public Service, and seated on the panel were Kenneth Himmel, Vice-
President of UIDC; Steven Eimer, Project Manager of Copley Place at UIDC;
Richari Garver, Depity Director of the BRA; Jeffrey Chmura, Project
Coordinator of Copley Place at BRA$ and George Bennett, Director of the
Employment and Economic Policy Administration. fhe format of the meeting
was e2t and formalized in an opening statement by Holland, which was
followed by introductory remarks given by Eimer, Garver, and Bennett,
Testimony from the public was then requested, Thirty two persons spoke.

The majority of the testimony was addreassed to a linkage with Tent
City. The feeling among many of the speakers was if there would be one
UDAG, there should be two._It was seen as a way to combine city and
federal goals of leveraging private investment with the community goaié

of low-income housing, (note: A UDAG may be used for low-income housing)
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Those who spoke against Tent City argued that it might serve to Jeo-
pardize the success of Copley Place, Although Tent City was not directly
the subject of the hearing, the mood of the meeting was set by the
emotional issue (UDAG Testimony, 1979).

Others who testified spoke to the question of the extent of social
impacts of Copley Place, The residents of the South End, testifying on
behalf of their neighborhood,exhorted the city to consider and mitigate
the harmful effects of Copley Place. Ralph Jordan, a resident and former
Chairperson of the CRC Task Force on Community Economic Development, noted
that, "when public funds are used on a large scale to assist a private
developer, those funds must be used to the greatest extent possible to
provide jobs and other economic opportunities to economically disadvan-
taged citizens, particularly those whose own lives and lives of family
and friends are so greatly affected by this development. The City must
provide leadership to prove to all those living in the City that it
cares, and that the Mayor will rake sure the people of Boston get their
fair share" (UDAG Testimony, 11/19/79, p.72).

The City had made it clear earlier that the UDAG would not be
10054 grant money. The developer initially asked for an outright grant,
but the City took the position of requiring a return of a portion of the
money, according to a BRA spokesperson (Dick Garver, 11/19/79). The
developer needed the entire sum immediately, but later, after the con-
struction would be complefed and profits from the operation would begin,
the developer could afford to repay the loan with interest. The terms of

the repayment amount and schedule were not known at the time of the






business agreement; and, (2) the affirmetive a-tion guidelines to be
followed both for jobs and minority contracts cduring construction and for
the permanent employnent opportunities (UIDC, 1980, p.11).

The financial terms were workcd out early in the month (Globe,
4/10/80). The amount of the UDAG was set at $18.8 million, $3.8 million
of which would be a grant to the project, and 815 million of which would
constitute the loan; The repayment of the loan, which won't begin until
1984 or 85, will amount to %42 million over the 27=year life of the
1oan, The monies collected will be put into a Neighborhood Development
Fund to be supervised by the City Council. The interest rate for repayment
was set at 1074, when the current mortgage rate was 13% at a commercial
bank,

The payback represents an innovative measure in the UDAG for Copley
Place. The Mayor had issued an Executive Ordexr in 1979 regarding the
creation of a neighborhood developaent fund as a‘;ymbol of the city’'s
desire to mazke sure that the economic benefits resulting from private
investment in the City are not allowed to escape from it, The BRA, from
the beginning, committed itself to using the recycled federal monies in
the impact areas of Copley Place., At a time when the effects of Copley
Place would begin to be felt, the money from the payback could be used
to help mitigate displacement and assist low=income hpusing (UDAG Testi-
mony, 11/19/79, p.18). Also, the BRA mentioned use of the payback to help

community businesses start up operation in the neighborhood retail section

of the Copley Place development,



The CEC held a meeting on April 14, 1930 to review th
In preparation for the second of the two required UDAG public hearings,
to be held the following day, the CRC members considered all the sections
of the application except those referring to the jobs agreement, which
was yet unresolved. The April 15 meeting was a City Council Committee
hearing. The Council Committee on Planning and Developr2nt reviews all
draft UDAG applications, taking testimony from the public, the applicant
BRA, end the developer.

Thirty persons testified at the meeting, including residents of
the South End, business leaders, and construciion workers, who were con-
cerned about the jobs issue. As with the November public hearing, the
Tent City issue was rezised. However, the meeting's consensus was one of
gualified support of thé UDAG pending final ratification of the jobs
issue (UDAG Testimony, 4/15/80). The construction workers, while pleased
with the prospect of employment, feared that the stringent resident
requirements woild jeopardize jobs for the ailing industry (Globe, 4/16/80),
As Teri Weidner, spokesperson for UIDC, observed, the heavy steelworkers
are not from the city of Boston ~ many are not even residents of the
State. Unioné will not allow the unqualified to work, so the developer
voiced concern over strict residency requirements as well at subsequent
UDAG hearings on April 28 and 29.

The deadline for application was April 30. The sdeamant étance
taken bj the Cify and pitched by Mayor White was jobs for residents,
Affirmetive action guldelines were included in the MTA lease, as mentioned

previously, but -the City was holding out for residency. White, in a press









were not arranged at the time of the UDAG application, Instead, it was
decided that Mayor White would meet with the major tenants and work out
individual agreements. According to Robert Ryan, Director of the BRA,
the jobs agreements "will reach the City's goals" (Globe, 4/29/80).

On April 30, the full Council unanimously approved the UDAG appli-
cation on the recommendation of the Committee on Planning and Develope._ent,
Several councilmen, while voting affirmatively for the UDAG, voiced
reservations concerning the project. Councilman John Sears expresséd
dissatisfaction with the design and environmentgl issues, Councilmanv
Ray Flynn brought up the Tent City issue, in'concert with State Repre-
sentative Mel King, in a statement vowing to "sink the project" if the
BRA did not follow through with assurances that Tent City would dbe
developed., The BRA made a commitment to build subsidized housing on
the site, and indicated that EUD would look favorably on an application
for federal funds to make Tent City work (Globe, 4/30/80).

The problem for the developer at this point was project financing,
The City submitted the UDAG contingent upon the provision of information
pertaining to financing (UIDC, 1980, P.13). The lack of this information
resulted in a postponement of HUD review until the next funding period
deadline, June 30,

During May and June, UIDC devoted its full attention to dbringing
project feasibility to a level that would allow for the necessary presen=
tations to permanent lenders. UIDC could not secure the dbulk of its

financing because of incomplete design development and environmental



impact studies, unresolved architectural and engineerir work, and
outstanding permits and approvals from the City (UIDC, 1980, p.13).

Again, however, the developer was unable to supply the necessary financing
information to HUD by the deadline, and petitioned HUD for another delay,
until September 30,

By mid-August, UIDC had secured the financial commitments needed
for the UDAG review., Financing for the project is arranged by Morgan
neranty Trust Company of New York, the First National Bank of Chicago,
and Citibank, N.A, 6f New York. The investment capital is provided for
by the above lead banks and the First National Bank of Boston, Securify
Pacific National Bank of Los Angeles, and Seattle First National Bank
(UIDC, 1981). The financial arrangements were written into the UDAG
ipplication, which was considered by HUD on September 30, 1980,

An administrative complaint was filed on June 5 by several com-
munity groups to protest the UDAG application., The complaint, filed with
HUD, claimed that: 1) Boston was not eligible for UDAG funds (based on
litigation regerding the segregated characteristics of Boston's housing
policies); 2) Copley Place did not require a UDAG subsidy (UIDC has
assets totaling $1 billion); and, 3) negative environmental impacts,
and displacement will result from the project (Administr ative Complaint,
1980). -

The BRA began preparation of a response to the complaint, and filed
a rebuttal on August 11, The response addressed each issue in detail,
and defended the project as one that would "leverage substantial private

investment to the direct and indirect benefit of low-and moderate-












elements. Both issues are delaying the transfer of the UDAG money from
the City to UIDC,

The resolution of the lawsuit is undetermined. U,S., District
Court Judge Andrew Cafferty refused to dismiss the case after a motion
for summa:y judgement was filed by HUD. In so doing, Judge Cafferty
stated that HUD failed to establish that it had the "relevant racial
and socio-economic information" it needed at the time of the UDAG review
(Memorandum, 8/17/81). A trial date has not yet been set, although a
date is expected to be announced sometime in May, 1982,

The unresolved désign issues holding the UDAG funds (received by
the BRA in May, 1981) were outlined in the preliminary approval of
September 22, 1980, Of the nine points stated, five have been resolved .
(DiLeo interview). The remaining issues concern the blank wall, the
design of the housing component, the entrance to the community retail
space, and the nature of the plaza on Stuart Street. According to Teri
Weidner, the design process is expected to be long and involved. The
finer detail matters that remain unresolved do not affect the construction-
schedule, Construction work is continging at the Copley Place site,
giving the impression that UIDC 1s confident that the outcome of the
lawsuit and the design issues will be positive, .

The future for Copley Place, after five years of negotiation between
all levels of govermment, community, and private interests, is uncertain.
As the process continues, cost estimates have mushroomed from the

original estimate of %295 million to the current figure of $400 million.
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The Copley Place project is underway; the construction schedule
is being followed, and =n opening date of 1984 is anticipated. A full
evaluation of project success is not possible until completion of the
construction phase end start up of operation. However, for the most part,
the negotiations process which set the stage for implementation of the
project is completed (except for the unresolved design issues). A pre-
liminary assessment of the public sector role in the process can be made,

The State, the first public sector actor/negotiator, had the ulti-
mate cafd in its hand to leverage and shape the type of private inveest-
ment proposed by UIDC - owWnership of the strategically situated land,
Ulne coﬁld not complete any project without a parcel in a prime location
on which to build. From the initial stages of negotiation, the State
could threaten to withhold the land in order to design the project to
maximum public benefit. The crucial decision to lease the parcel rather
than sell gunaranteed state leverage up to the signing of a lease agreement,

Frank Xeefe, in reflecting on the State's role in the negotiating |
process, emphasized the advantage of state ownership and the notion of
leasing the property. He states that, "The economics worked to our
advantage, We were able to talk with the developer in terms of phasing
the rent payments. As a result of escalating the rent payments over time,
the developer did not have to capitalize his purchase of the land ,.. We
- were able in the bargaining to sa& to them, 'Look, you don't have to take
down the land from Day bne'" (Hollister, 19890, p.53); A mutually beneficial
"deal" was worked out., The State and City gained a major, tax producing

development; JIDC gained the opportunity to construct &n enormously












In order to achieve the goals mentioned above, the City employed
the leverage tools available to them - the UDAG and the design review
process, The BRA used these to monitor the Copley Place program devel-
oprent for benefits to the City., To facilitate the permit approval
processers that were necessary, the BRA provided guidance to UIDC in
vorking with the various city agencies (Lewis 1nterview). Rather than
throwing up red flags, the BRA exercised a little more cooperation in the
process, The priority in approving the development program was speed to
accomodate the developer's schedule = but always with the City's interests.
The BRA could have slowed each step, losing direction in a bureamcratic
quagnire typical of some public—private ventures., The tactic employed
instead kept negotiations more open.

Nevertheless, how crucial the presence of the BRA was in the
planning of the Copley Place project is open to some discussion, Keefe,
the State Planner who led negotiations up to the lease sligning, feels
that the City had no significant impact on the shape or form of Copley
Place (Keefe interview), The critical planning issues were decided
before the BRA came into play. Copley Place, "probably the most success=-
ful planning project in Boston", according to Keefe, was settled by the
state participants,

The only legitimate objective that the city had was "seeing the

project through," continued Keefe. The urban design and community issues
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funds became involved, at which time a federal EIS was necessary), and
the CRC was a state-sponsered entity, The CRC function ended in May 1979
in sccordance with their contract with the MTA.

Keefe sald that in the beginning of the process, there was no
flak regerding the development, The problems between the public and
private interests came later with the inclusion of Tent City as an issue
and the UDAG application, However, politically aware, the state tried _
"to make it Kevin's (White's) project from the beginping, so he wouldn't
sabotage it later on" (Keefe interview), The BRA, riding on the coattails
of the state's planning and negotiation, was able to embrace a success
story and appear to make it its own, continued Keefe.

Whether or not Keefe is correct in his opinions of the BRA's role
’in shaping Copley Place, the BRA role as UDAG applicant camnnot be dis-
regarded, The BRA was able to negotiate with UIDC over social issues of
employment opportunity and housing., As presented earlier, White was
clear during the UDAG talks that he stood behind =a policy of benefits
for residents. The UDAG money was necessary for project completion, and
the BRA used that fact as a lever in the beginning of terms.

The UDAG application process gave the city the opportunity to achieve
.its goals for Boston residents, With public financial subgidy, public
benefit must follow. The UDAG program requires that a project benefits
low income groups, and the application provided both a way to secure more
mogs - and more importantly, a way to finance future neighborhood invest~

ment. The City used the UDAG to go beyond the immediate boundaries of






The good intentions detailed in the Copley Place UDAG defense may or not
come to realization, Smizik, in outlining justification for his client's
case, fears that the fund will be used to finance more Job creation

for the professional (Smizik interview), The BRA used “fallacious
reasoning" and disregarded some of "the facts and figures" in their
defense of the UDAG, In order to promote jobs, the BRA glossed over the
_eal housing issues such as displacement, He feels that the same will
occur in the futurelwhen considering projccts to fund. The problem is
based upon the fact that the BRA has contact with developers rather than
the community (Smizik interview).

Residents of the South End impact areas voiced their opinion of
the UDAG at the public hearings held during the application approval
process, Kenneth Campbell, resident and member of the Ellis Neighborhood
Association, asked "whether we should subsidize a profit-making commer—
cial development in order that it can build a very large project that
will help disintegrate the multi-racial, multi-class, multi-ethnic
neighborhood" (Testimony, 1979, p.38). Bill Abbott, resident, stated
that giving $18.8 million to this project is "an example of socialism
for the rich and an example of nothing for everybody else" (Testimony.
1979, p.164).

These allegations are not at this point proven., The views held by
Smizik and the South End residents he represents will be considered in
a court of law. Yet, the fact that the BRA used the UDAG as a means to
create the neighborhood fund is undisputed, The effectiveness of the

fund in overcoming what the BRA refers to as ™atural demographic changes"






those called for by the city. The MTA lease requires 20% jobs for
minorities during construction, while the UDAG agreements merely set
goals, Compliance with the reguirements is monitored by the MTA; the
attainment of the goals set by the city would be monitored by a
committee of esteblished contractor and union interests. The Boston Jobs
Coalition, the principal advocate of resident;jobs, is exclucded from

the oversight committee. Therefore, the committee's composition is
guestionable,

Keefe, in reflecting on the MTA lease said that the affirmative
action requirements are "revolutionary" (Keefe interview), The lease
terms provide for a recruitment office and review mechanism, He feels
that the city tried to make the jobs agreements their own, and attmepted
to retrace the state's steps to replicate an agreement'for the city's
personal credit, Nevertheless, jobs will be created in great number, and
if the goals are met, they will aggregate 2034 for low and moderate
income, 1261 for CETA - eligibles, and 1512 for minorities, as specified
in the UDAG agreement (signed by Mayor White 2/24/81).

Feralding the Copley Place development, Mayor WVhite claimed that
"the terms of this grant provide a national model for building a financial
bridge between the downtown and the neighborhood., This model assures that
future downtown development will benefit this city's neighborhoods, both
directly in terms of jobs for our people and indirectly through the
money which will be funnelled into the Neighborhood Development Fund”

(Globe, 4/10/80). To the outside observer, the project appears to be






only" (Globe, 1/11/81).

The problem for the city and the BRA is to mmke certain that these
"city planning strategies" do not ignore the vitality of the neighbor-
hocds, The rhetoric of a financial bridge between the downtown and thé
neighbor’ oods must -ass the press conference stage and move into imple-
ientation, The Neighborhood Development Fund and jobs created by Copley
Place provicde real économic Justification for pursuing a downtown develop-
ment policy,

The key to the success of the downtown building boom and the massive
infusion of private dollars is a mental climate that respects private
tealth and atiracis it into projexts that will benefit the people of
Boston, As said by John Ryan, former member of the "Boston Planning
Board, " (sic), "The human links that this development (Copley Place)
proposes and that this development can accomplish for linking neigh-
borhoods is a very significant part of joining important neighborhoods
in Boston, This project will close scars left by construction of the
Turnpike Extension 15 years ago and will provide the city with tax
revemie and economic activity where neither exists now. The role of the
city is properly in place here in supporting investment both on a city
and the state and federal level . . . to benefit the city on the whole"
(Testimony, 1979, p.88).

The benefits gained from any project as massive as Copley Flacej

the impects felt by the numbers of people nearby; the physical alteration



DpOSLON ana uie meLropollilan area, ror as many persons wno support Copley
Place, there are as many who discount its value, '"Large scale development
is a two-edged sword" (Globe, 10/15/80). A judgement as to the absolute
success or failure of Copley Place and the role of the public sector in
the implementation of the project is reserved for analysis at another
time. But what can be learned is the complexity of public-private devel-
opment ventures, and the availability of leveraging tools to guide and
shape investment to public benefit.

Economic growth, devoid of economic development policies, does not
help the community. Fowever, when a public agency intervenes to shape
and expand its scope to embrace a broeder social context, as the BRA did
with Copley Place, urban economic policy implementation begins to dull the
sharp edge of the development sword. The innovative techniques exercised
by the BRA may or may not prove to be the most beneficial to each resident
of Boston, but they go a long way in the attempt to ensure that victims

of economic growth are not too badly injured.
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of return without such a UDAG investment.

Contrary to the complainant's allegation, the developer was exploring funding
sources for public improvement type activities in the Spring of 1978 and
actively addressing public assistance for the development in the Fall of that
year.

The ratio of private mvestment to UDAG funds will be 15 to 1, far exceeding
HUD guidelin.

IV. The Boston City Council Did Act Upon the Application With Sufficient
Information to Evaluate the Project's Impact Upon the City and Its Residents

The UDAG application meets all HUD requirements for public review and
approval by the local governing body, which in fact voted unanimously to
submit the application. -More important, the planning of the project involved
unprecedented public review from the very beginning. Over 40 Citizen
Review Committee meetings were held over three years with neighborhood
groups to review the project and obtain their input. As a result of these
meetings major changes were made in many aspects of the project and signif-
can (firmative action provisions achieved.

V. Copley Place Will Not Have A Negative Impact On the Special Problems
Of Low- and Moderate-Iincome and Minority Pcople

The overall impact of Copley Place will be positive through the provision of
jobs and housing for low- and moderate-income people, taxes to support City
services, and loan repayments by the developer that will support neighborhood
development projects. While there may be modest impacts in terms of increased
demand for housing which may contribute to displacement, this effect is
expected to be minimal and the City has policies which will be able to mitigate
even these forces.

A. Housing and Displacement

1. The Administrative Complaint confuses natural demographic changes
with displacement.

2. The City is meeting its obligations to minimize the effects of any
displacement which may occur.

3. Displacement is a complex phenomenon, not well understood. What
is happening in the neighborhoods surrounding the Copley Place
site is the result of many different factors, some of them national in
scope, others more localized. These neighborhoods were in a
serious state of physical and economic distress for decades (cf
extensive documentation submitted to HUD to qualify the South End,
Fenway and South Cove as urban renewal areas) and have only
recently begun to show signs of renewed vigor. Thanks to signifi-
cant expenditure by the Federal, State and local governments, the
most serious physical blight has been eliminated, public works and






VI. Copley Place Will Further Equal Opportunity

As noted above, strong affirmative action requirements will ensure that low-
and moderate-income individuals, especially members of minority groups, will
benefit from the economic activity generated by the project. There is, on the
other hand, no evidence to indicate that minorities will suffer disproportionately
from any potential impacts of the project. Nevertheless, any minorities who
were to be displaced would have access to a wide range of housing options -
both existing stock and anticipated new developments - both within their
present neighborhoods and in the rest of Boston.

vII. Environmental Planning Is Proceeding Without Substantial Problems

The environmental review process for Copley Place is expected to be completed
in a timely fashion. Draft responses to 95% of the comments received on the
draft EIS/EIR have already been prepared and the final EIS/EIR is expected
to be submitted for review in September, with completion of the total process
in October of this vear.

The project is in compliance with all applicable energy conservation requirements
and there is no reason to believe that adequate energy will not be available.

The shadows cast by the project will have only a minimal effect on Copley
Square compared to those cost by existing development.

The traffic and parking impact studies carried out for the draft EIS/EIR
follow accepted principles and indicate only minimal impact, especially in view
of improved transit accessibility and the City's commitmrent to a resident
sticker parking program.

VIII. Conclusion

The City of Boston has prepared a detailed response to each point raised in
the Administrative Complaint. These responses have been based on HUD
regulations, the City's performance, and the facts of this situation. An
unbiased appraisal of the case would clearly recognize the validity of the
City's UDAG application for Copley Place. In the final analysis this position
rests on the basic premise of the UDAG program. Copley Place is a project
by which Federal funds will leverage substantial private investment to the
direct and indirect benefit of low- and moderate-income people, especially
members of minority groups. Under these circumstance, HUD will best fulfill
its mandate by approving the City's application for UDAG funding. Copley
Place deserves HUD's support.

iv



DEVELOPER: " " Urban Investment and Developrment Co. of Chicago,
: ’ a subsidiary of Aetna Life § Casualty.

SITE: 9.5 acre land and air rights in Boston's Back Bav
with direct access to and from the Massachusetts
Turnpike, the MBTA's Orange Line (under construction),
AMTRAK and the Boston and Maine Railroad.

PROJECT COMPONENTS: -- An 804-room Westin luxury hotel.
--A 1,145 Marriott convention-style hotel.

-- 845,000 square feet of commercial office space.

-- A 385,000 square foot retail center -- which includes
100,000 square foot Neiman-Marcus specialty devartnent
store and a 53,000 square foot Bonwit Teller -- with
shops, restaurants, cinemas and cormunity-oriented

retail space.
-- 100 mixed-income residential units.

-- 1,432 parking spaces.
PROJECT COMPLETED: 1983-1984
CONSTRUCTION COST: $43C,000,000

FINANCING ARRANGED BY: Morgan Guaranty Trust Company of New York
The First National Bank of Chicago
Citicorp Real Estate, Inc.

FINANCING PARTICIPANTS: The First National Bank of Boston
' Security Pacific National Bank
Seattle-First National Bank
U.S. Department of Housing and Urban Development

WESTIN HOTEL

ARCHITECT: The Architects Collaborative Inc., of Cambridge, MA
CONTRACTOR: Turner Construction Company, of New York, NY
RETAIL/OFFICE

ARCHITECT: The Architects Collaborative Inc., of Cambridge, MA
CONTRACTOR: Perini Corporation, of Framingham, MA

N /

Urban Investment and Development Co., John Hancock Tower, 200 Clarendon Street, Boston, MA 02116 (617) 536-8500 >~ ~l e













groups. A unique Citizens Review Committee (CRC) was formed to identify design,
environmental and other community concerns, and to develop guideline recommendaticns
for the project plans. A reorganized group, known as the Design Advisory Group
(DAG), still meets regularly to follow progress and architectural development of

the project.

PUBLIC BENEFITS

Copley Place has already provided hundreds of construction jobs to Bostonians
~and area residents. Over 1,000 workers will have been émployed in construction
upon completion. Copley Place will then mean 6,500 new, permanent jobs for the
city. Affirmative action agreements are the most comprehensive in the country for
private developmenﬁ, including goals for Boston residents and residents of neigh-
borhoods adjoining the site.

Covering the Turmpike, the project will rejoin the Back Bay and
South End neighborhoods that have been divided by Turnpike ramps and raiiroad
tracks for over a decade. The stores, hotels, restaurants and offices located in-
side Copley Place will directly or indirectly provide an estimated $27 million
mnnually in City and State taxes. Tﬁe Westin Hotel-Copley Place, Boston and the
Marriott Hotel will attract sought-after convention business and tourist income,
while Neiman-Marcus and other top scale retailers will create the most attractive
shopping environment in the city and metropolitan region.

EASILY.ACCESSIBLE LOCATION

Copley Place will be easily accessible to motorists, pedestrians, and visitors
to Boston. Logan International Airport, Government Center, the Financial District
and Mwntown Boston are only minutes away. Motorists on the Turnpike can exit

- more -
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directly at the Copley Square interchange. The Turnpike provides a direct link
with local primary arterial roads and the Interstate highway system.

Because all Turnpike activity will be under a deck cover, the area will be
re-opened to safe pedestrian access. Copley Place will be linked to the Pruden-
tial Center with a glass pedestrian-only bridge, and will join the Prudent ial
with the John Hancock office tower. Additionally, the project will directly
link Coplev Square with Neiman-Marcus, Saks Fifth Avenue and Lord & Taylor.

The new Back Bay Station, under constructicn across Dartmouth Street from
Copley Place, will be utilized by some 55,000 rail passengers daily. The project
will also be accessible via Massachusetts Bay Transit Authority buses and rapid
service trains.

LEASTNG _

Retail leasing agent for the project is Strouse—Greenberg and Co. (617-523-
4080) and Ryan, Elliot and Company, Inc. (617-537-8220) is exclusive agent for the

office cdmponent.
ABOUT URBAN
Urban Investment and Development Co., a subsidiary of Aetna Life & Casualty,
is one of the nation's largest producers of quality improved property. At the
close of 1981, Urban had more than $1 billion in assets withoperations in lo
states. The company develops and owns cffice buildings, mixed-use structures,
shopping centers, planned commmities, luxury hotels, and other commercial and
industrial properties. The Chicago-based company has offices in Boston, Denver,
Hartford, Houston, Philadelphia and Seattle.
# # #
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Lucas DiLeo, Project Coordinator for Copley Place, BRA, 4/13/82,

Frank Keefe, former Director of State Planning, 3/24/82.

Major Lewis, Assistant Project Coordinator for Copley Place, BRA, 3/9/82.

Joseph 7rp7ant, 106 Review Coordinator, Massachusetts Historical Commission,
4/12/82,

Frank Smizik, Massachusetts Law Reform Institute, 3/2/82,

Teri Weidner, Director of Communications, UIDC, 3/17/82.
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