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			To my wife, Klara, the joy of my life. Sixty-eight years and still going strong!

		

	
		
			Disclaimer

			This is a work of nonfiction in which the author has reconstructed dialogue to the best of his recollection.

		

	
		
			Prologue

			 

			The doctor didn’t save me; the appointment did. Or, more precisely, my wife’s insistence that I keep it. If I hadn’t listened to Klara on that fateful morning of September 11, 2001—the day the world changed for me and so many others—things might have turned out very differently.

			When I woke up that bright late-summer Tuesday, my intention was to head downtown from our apartment on Park Avenue and have my usual eight-thirty breakfast at Windows on the World. This was the restaurant on the 107th floor of the North Tower of the World Trade Center in Lower Manhattan. It’d been my routine for the past two months to use these breakfasts to meet with the buildings’ major tenants. Now, you might think that would take years; the towers, after all, contained 10 million square feet of office space, enough to fill 174 football fields laid out goalpost to goalpost. However, only forty companies accounted for about 70 percent of the occupants. And so I had already made my way pretty far down the list and had gotten a good sense of how many of the primary renters felt about working in the complex. It had been a valuable education. And while Windows, even at breakfast, was often fully booked, I could always be sure of getting a good table, one looking north up the blue ribbon of the Hudson River with the greatest city in the world, vibrant and splendid, spread out before me.

			You see, I owned the Twin Towers. “Owned” is actually a bit of shorthand for a more complicated contractual reality. On July 24, 2001, just fifty days earlier, after signing a 1,160-page agreement with the Port Authority, the joint venture of the states of New York and New Jersey that controlled the sixteen acres of land and the buildings that constituted the World Trade Center complex, New York governor George Pataki had handed me a set of oversized cardboard “keys” to the Twin Towers. And while the gigantic keys were a bit of vaudeville humor from the usually dour governor, I did in fact now have a ninety-nine-year lease on what were at the time the two largest buildings in the world. And I had previously handed over a $3.2 billion check for this leasehold. My monthly rent bill was $10 million.

			The weekday breakfasts, then, were pretty important to me. One of the first rules I had learned in what had been up to that point nearly a half century in the real estate business is that it’s crucial to keep your tenants happy. You should get to know their needs, learn how you can help them. It’s a process; both landlord and tenant must get to know each other. You just don’t come in one day and announce that you’re raising the rent.

			However, that morning another of the cardinal rules I had learned after a lifetime of experience took precedence: when my wife insists, my answer is always a succinct “Yes, dear.” It’s an insight that has kept me very happily married for the past sixty-eight years.

			I had previously scheduled a nine a.m. appointment with my dermatologist, whose office up on Sixtieth and Madison was just a short walk from our apartment. It was my running joke that I was her annuity; she was always finding something troublesome that needed to be removed. But I guess that was the price I had to pay for being fair-skinned and for my favorite hobby.

			Back in 1960, after Sharon, our first child, had been born (Roger would arrive three and a half years later; Lisa in 1966), we were spending the summer away from our stuffy apartment in Washington Heights at a rented house in Stamford, Connecticut, and on a whim we had bought a boat for $2,500. We called it The Last Penny because that pretty much summed up our situation after our impetuous purchase. But Klara and I discovered we loved being out on the water, and in the winters we diligently spent a good deal of time taking maritime instructional courses. As our family grew and my business prospered, and even after Lisa was born and we moved to a spacious five-bedroom house in White Plains, we continued to spend vacations on the water—and over time upgraded to bigger and bigger boats. Our newest, the Silver Shalis—named after our daughters, Sharon and Lisa—is a 180-foot, four-deck custom-built beauty with a gleaming cerulean-blue hull. It’s a very comfortable floating home with all the amenities you could ask for, including a gym, a small reverse-current pool, and even an elevator, as well as a full-time crew and a state-of-the art navigation system that could guide an ocean liner through a storm. We’ve happily cruised all over the world, and during these voyages I’ve continued to spend too much time exposed to the glaring sun. The frequent visits to the dermatologist were the annoying price I had to pay for my blissful holidays on the water.

			But on the morning of September 11, as I was getting dressed, I abruptly decided to cancel my doctor’s appointment. There was just too much work to do downtown at the Trade Center. As the new landlord, I should be meeting with tenants at breakfast, not spending time at the dermatologist. I told Klara that I’d reschedule.

			“You canceled last time,” she reminded me forcefully. “This is your health. You can’t cancel again.”

			I could see she was upset. Very upset.

			And so I didn’t go down to Windows on the World that morning. I was not seated at my usual table on the 107th floor of the North Tower when the first plane crashed into the building at 8:46.

			Instead, I was preparing to leave for the dermatologist when the phone rang. Klara answered it.

			“Is Mr. Silverstein okay?” the captain of our boat asked anxiously.
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			“Yes,” said Klara. “Why would you ask?”

			The boat was docked at Chelsea Piers on Twenty-Third Street. Standing on the deck, the captain could see the plume of dark smoke escaping in a thick, ominous cloud from Tower One.

			But he didn’t try to explain. Instead, he tersely instructed, “Turn on your television set.”

			

			—

			What can I say about the rest of that day? The precise details are buried deep in my mind; even decades later they are apparently too painful to relive fully. What I do recall is a series of opaque images, the events blurred like photographs that were never fully developed. My memory has always been one of my prides, and I would often boast about it. But when I try to look back on that grim day, I’m overwhelmed. I can recall only moments, intimations of what I’d lived through.

			There I was still in the apartment, Klara and I watching the television in stunned silence when the second plane abruptly turned north and slammed into the South Tower. How can this be happening? my mind screamed.

			And what about my children? Both Roger and Lisa worked in the Trade Center complex. And the people who worked for me? We had temporary offices on the eighty-ninth floor; I hoped they hadn’t arrived before nine.

			When I tried to call their cells, the office—nothing. All the phones were down in Lower Manhattan and it would remain that exasperating way all day. I wanted, I needed to know that my children, my employees, my tenants were alive—and I could not reach anyone.

			Then the towers fell. They started to crumble—and just like that they were gone. One moment they were there, and then they weren’t. I was absolutely staggered. I couldn’t believe what I was seeing with my own eyes. Yet in the next instant my bewilderment gave way to prayers. Where were my children? My employees?

			Suddenly I realized I needed to get to our office at 521 Fifth Avenue, on Forty-Fourth Street. It became very important, the only thing that mattered. I wanted to get some sort of control over the rushing surge of events and I unreasonably decided that if I was in the office, seated at my desk, order would be restored. The world I once knew would be reinstated.

			When I arrived, Ann Tobin, who had been my assistant for thirty-seven years, was already there. She knew better than to try to speak. All she could do was shake her head mournfully.

			Throughout the day, our conference room began to fill with people. They were the wives and husbands of our employees. It was a community of strangers suddenly linked by common prayers, by wishful hopes.

			My children, thank God, made it to the Fifth Avenue office. Both Roger and Lisa had stories to tell, tales of fortuitous escapes. Their arrivals created a surge of hope in the anxious relatives of the missing who were crowded into the conference room.

			Then at around three p.m. Bill Dacunto, the man who was second in command of all our buildings, arrived. He was completely covered in ash, a gray, ghostlike presence. I couldn’t recognize him at first.

			“Bill?” I finally ventured.

			He nodded mutely.

			“How did you get here?”

			“Walked.”

			“From downtown?” I asked incredulously. It must have been five, perhaps six miles.

			“It was the only way,” he explained with resignation.

			I led Bill into the conference room so he could share what he knew, what he had seen with those who had been waiting for hours and hours for some word from their loved ones. It was a mistake. When they saw him—weary, saddened, blanketed in the thick white soot that was all that remained of the buildings where their husbands and wives worked—they started to realize that all would not be set right, that the day would not have a miraculous ending.

			We lost four of our people that day, parents to six children. All in all, 2,753 people were murdered as the Twin Towers came crashing down.

			

			—

			It was just after seven the next morning when Governor Pataki called me at home. I was already awake; sleep had not been easy that long night.

			“Larry,” he began, “we need to talk. What do you think we should do?”

			I answered at once. “We need to rebuild. There’s not a doubt in my mind.” I had not thought this through before he telephoned, but I was nevertheless utterly certain. We—Americans, New Yorkers—could not allow the terrorists to triumph.

			“Okay,” the governor agreed. “We need to start thinking about this.”

			“Absolutely,” I reiterated. “We have to rebuild, or else they will have won. I am totally committed to getting this done,” I pledged. The words were spoken with the binding force of a solemn vow, but little did I know what this commitment would demand. I had no idea, nor in truth could I have imagined, that for the next two decades I would be caught up in an arduous and all too often frustrating process, a series of head-to-head battles fueled by politics, power, and money—with nothing less than the future of New York City as the economic capital of the world at stake. I would witness colossal government ineptitude, the promiscuous spending of public money as years blithely passed and the construction overruns totaled billions of dollars. I would go to war against intransigent insurance companies to force them simply to honor the contracts they’d signed, and the millions of dollars in premium checks they’d cashed. I would see my name and reputation besmirched in the press as cynical politicians scrambled to deflect the blame for their mistakes and delays.

			I would also have the joy of working with visionary architects, inventive engineers, brigades of determined construction workers, my own wonderful team, and even a few resourceful and responsible public servants. And in the long and arduous process, the site of the terrorist attacks as well as Lower Manhattan itself would be revitalized. Four majestic office towers used by over fifty thousand workers, along with the evocative September 11 Memorial and Museum, an architectural masterpiece of a transit hub and busy shopping mall where 250,000 commuters pass through each day, and a new performing arts center would be built on the ruins. And two more towers (one will include floors of residential apartments) are in the works. The surrounding neighborhood, too, has come alive with families, schools, stores, restaurants, and hotels. A downtown community once reeling from the terrorist attacks is now prospering, buzzing with a half-million people.

			The account that follows is the true story of the consequences of my spontaneous yet heartfelt pledge made early on the morning of September 12. It is a candid and very personal chronicle of my more than twenty-year mission to rebuild the forbidding, charred pit—Ground Zero—that the World Trade Center complex had become, and bring Lower Manhattan back to life.
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			Part I

			 

			The Keys to the Kingdom

		

	
		
			One

			 

			Look up the word “keystone” in the dictionary and you’ll find that it has two meanings. It’s a shape: a wedged, trapezoidal form. Or it can refer to the final piece that holds everything together: the tie that binds. As the years passed, the “keystone site,” as it was called, would carry both meanings for me. Originally, it simply referred to an irregularly shaped downtown building site. But in time it would be the glue that cemented my professional dreams, the impetus for larger ambitions.

			Let me explain. Back in the late 1970s, it was this oddly whittled footprint of land known as the keystone site—a 53,000-square-foot downtown parcel—that had first led to my involvement at the World Trade Center. It was the one remaining undeveloped site in what was then a six-building complex, and it was owned by the Port Authority.

			

			—

			Established back in 1921 by a compact between the states of New York and New Jersey that was authorized by Congress, the Port had grown over the decades to become an incredibly powerful and well-financed quasi-governmental agency. The broad language of the original agreement had enabled the agency to wind up controlling much of the region’s transportation infrastructure. It builds toll bridges and tunnels between the two states, operates Port Newark, which handles the largest volume of shipping on the Eastern Seaboard, runs the Port Authority Bus Terminal in Manhattan and the PATH transit rail line between the two states, and administers the region’s three major commercial airports. In addition, it had entered the business of commercial real estate development when it had erected the original World Trade Center towers. In fact, it had the extraordinary legal power to condemn any private land it wanted to build on. It even had its own two-thousand-plus-member Port Authority Police Department.

			In the process it had become fantastically rich. Able to issue its own bonds backed by the seemingly endless stream of revenue from its tolls on bridges, ports, and airports, the agency was financially independent of either state; its bonds were paid off by the self-replenishing stream of tolls and fees, not by taxes. Its annual revenue today is a colossal $4.8 billion.

			It was also swaggeringly powerful. Under law, the New York mayor and other city officials have no authority to intervene in the agency’s activities. It’s ostensibly controlled by the (often adversarial) governors of New York and New Jersey. They each appoint six of the agency’s Board of Commissioners, and, by tacit agreement, the governor of New York selects the executive director to supervise the day-to-day operations. But governors and their appointees come and go. The real power at the agency resides in the vast administrative bureaucracy that year after year keeps the bridges, ports, roads, and airports running.

			It had been the Port Authority that, back in 1965, had brandished its power of eminent domain to buy out the dozens of small shops selling used radios and war surplus electronics that filled a busy downtown Manhattan neighborhood called Radio Row. Bound by Vesey, Church, Liberty, and West Streets, the area’s stores were demolished, streets disappeared, and on the now cleared sixteen acres the Port Authority went ahead with what had started out as a $400 million plan (about $2.5 billion in today’s dollars) to build the world’s first international trade center—a commercial complex for multinational businesses. It was an idea that had been percolating since 1946, when the New York State Legislature had passed a bill authorizing Governor Thomas E. Dewey to move forward with the project.

			But it was not until thirty years later, in 1973, that the two looming monoliths on the Manhattan skyline, the North and South Towers of the World Trade Center, were completed. They were gigantic, 1,368 and 1,362 feet high, and had cost more than twice the original estimate, a staggering $900 million by the time they were done. To my eye they resembled, as one architectural critic dismissively put it, “glass-and-metal filing cabinets.” But the buildings immediately became New York icons, symbols like the Empire State and the Chrysler Buildings of the city’s irrepressible energy and innovativeness. By 1975, the Port Authority had completed four other smaller, yet nevertheless still sizable, buildings on the site. The complex had its own zip code, housed over four hundred companies, and an estimated fifty thousand people worked in its buildings. It was bigger than many cities.

			But the Port Authority still had not finished building out its master plan. There was one site remaining for an office building—the keystone site. The Port’s architects had already designed a 1-million-square-foot building, forty floors high, to be erected above the load-sharing foundation of the existing Con Edison electrical substation that provided power for the entire Trade Center as well as for most of Lower Manhattan, including Wall Street. Yet, after having gone through the difficult and unexpectedly expensive process of constructing the first six buildings in the complex, New York governor Hugh Carey decided the time had come for the Port Authority to get out of the construction business.

			Responding to Carey’s wish, the Port placed a small ad in the trade papers announcing that it would accept sealed bids to develop the site. It specified that the chosen developer would erect the predesigned building, lease it out to tenants, and in return pay ground rent to the Port for the privilege.
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			Silverstein Properties was certainly not the biggest developer in the city. In fact, when measured against many national and international real estate development firms, we were rather small. But my staff and I looked at the numbers, and we decided there was a real opportunity here: the chance to erect a moneymaking building in an area of the city that would only grow more attractive to tenants. A million-square-foot building—well, I found the prospect irresistible.

			And there was also something else motivating me: it would be a return to my roots. Nearly a quarter of a century earlier I had started out leasing—and then had moved on to buying and renovating—office buildings with my father in Lower Manhattan.

			

			—

			My father, Harry, had wanted to be a concert pianist. He quickly realized, however, that he couldn’t make a living as a musician. Instead, he went into the real estate business and at night he’d put my sister and me to bed in our apartment up on 183rd Street and Fort Washington Avenue by playing Chopin. My mother, Etta, was his secretary, bookkeeper, and, since she spoke fluent Yiddish, Russian, and German, as well as English, the translator for his many interactions with immigrant tenants. When my parents weren’t talking about the office, they would be talking about music, or at least that’s how it seemed to me.

			I, too, had inherited their love for music and played the piano like my father. I attended New York’s High School of Music and Art, making the long subway ride from Upper Manhattan to Midtown each day. But I had no delusions that I would make my way through life as a musician; I just wasn’t as talented as many of my fellow students. So when I graduated, I went to NYU, the uptown campus in the Bronx. And from there on to Brooklyn Law School. Still, I never really wanted to be a lawyer, either. I passed the bar, but I never practiced. The value of a legal education, as I saw it, was to learn how to think and how to reason my way through complex real estate transactions. And to my mind one of the most positive attributes of Brooklyn Law School was that the classes ended at noon. That allowed me to hurry to the subway and then spend the rest of the day at Harry G. Silverstein & Sons, my father’s company at 366 Broadway in Lower Manhattan.

			We—along with my sister’s husband—were in the business of brokering office leases for the dozens of small concerns congregated between Chambers Street and Astor Place that sold fabric remnants.

			These days, this downtown area of New York, with its cast-iron, brick, and stone storefronts and loft buildings, has been inventively revitalized into the bustling commercial and residential neighborhoods known as SoHo and NoHo. But at the tail end of the 1950s, when Silverstein & Sons was trying to make its way in this part of the city, the lofts and office buildings in the area were tenanted largely by businesses tied to the city’s bustling Garment District, which was located farther uptown between West Thirty-Fifth and Fortieth Streets.

			These downtown satellite enterprises were pretty hardscrabble concerns, working with literally the scraps—or, to use the more tony phrase preferred by those in the trade, remnants—of the uptown clothing manufacturers. Silk, ribbon, wool, and swatches of fabrics were sold from these lofts and storefronts. It was pretty much an immigrant’s line of work—only the immigrants kept changing as upheavals in Europe and elsewhere in the world brought their waves of newcomers to the city. At the start of the century, the workforce was predominantly Jewish immigrants from eastern Europe. Then, the Irish and Italians came. And as my father and I set up shop downtown, the loft warehouses and storefront display rooms were receiving an influx of Hispanic laborers, men and women newly arrived from Puerto Rico and Mexico.
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					Larry Silverstein and his father, Harry

				
			
			It was this constant influx of immigrants that gave this urban neighborhood of stolid early nineteenth-century cast-iron buildings its cosmopolitan vibrancy. I’d walk the streets and I’d hear people chattering away in a babel of languages, on one corner Yiddish, and on the next Spanish. It was a microcosm of a city in transition, a New York where one clan of newcomers after another was rolling up their sleeves and getting down to the hard work of earning a living to support their families in the city that had become their new home. It was an animated, striving, exciting place to be.

			But for me, I quickly discovered, brokering leases in the neighborhood was a terrible way to make a living. You would put in four or five months negotiating a lease, and the best you could hope for was a $500 or $600 commission. No one could live on that.

			Or, as was also on my fretful mind that busy winter in 1955, afford to buy an engagement ring.

			

			—

			Klara was my boss when I first met her back in 1951, and so, as I like to tease, our relationship hasn’t changed much over the ensuing seventy years. We met at a summer camp in Hancock, New York, run by the Brandeis Institute. Then a senior at NYU, I paid for my stay in the country by working in the kitchen; there was no other way I could’ve afforded the tuition. Klara Apat, a junior at Hunter College, was in charge. And she was a stern taskmaster. She made sure everything was spotless. By the end of the summer two things were clear: I had developed a bad case of dishpan hands, and I knew I didn’t want to see her again.

			Then that winter I received a call from her parents. They were hosting a surprise birthday party for Klara and they had invited many of the kids from camp. I was reluctant to attend; they lived near the Brooklyn Botanic Garden and it would be a long trip by subway. But her mother said she’d be cooking a big meal, and I figured it would be foolish to turn down a free dinner, even if the price was a nearly two-hour journey.

			The meal turned out to be a feast, and all homemade. I found myself wondering if Klara could cook like her mother. And now that she wasn’t bossing me around as she’d done at camp, I found that I liked her smile. In fact, I liked everything about her.

			We started dating; I was twenty-one, Klara two years younger. I had no money, so we spent a lot of time riding back and forth on the Staten Island Ferry. It was a cheap date, but it allowed us to talk, to get to know each other. And the starry nights, the skyline of Lower Manhattan as our backdrop—well, it was very romantic. I always had a lovely time with Klara.

			Then at the end of one date after we’d been seeing each other for a while, I offhandedly asked Klara what she’d like to do next weekend. She announced that she wouldn’t be in New York. She was going away. “For how long?” I asked anxiously. “The entire summer,” she answered.

			During that long summer I decided I couldn’t let Klara ever walk out of my life again. When she returned, we agreed that we would date no one else. I gave Klara the pin I had won when I was elected into the NYU honor society. I had wanted to give her an engagement ring, only I couldn’t afford to buy one.

			

			—

			It was a bad business deal that helped me realize how I might make the money I needed to buy Klara a ring. I had been working for months putting together a lease for a small fabric firm that was moving into a new space in a downtown building. When it came time for the lease to close, I anticipated pocketing a $600 commission. It would be a paltry return for a lot of diligent work, but I was excited; after all, I had plans for the money. Except at the closing, another person showed up. He had been the broker for the building’s lease and he wanted his commission, too. The building’s owner, with a wisdom that he considered Solomonic, decided to cut the commission in half. He would be paying me only $300. The other $300 would go to the broker.

			That came as a shock. But I also could do the math, and I quickly realized there was more money to be made as a broker selling buildings rather than leasing them.

			My first sale was 620 Broadway. I earned a $1,000 commission. I used it to buy an engagement ring. Klara still wears it to this day; she never wanted to get anything more opulent.

			After we married in 1956, it was Klara who supported us. I was scrambling from deal to deal, but Klara earned a guaranteed $3,200 a year as a teacher in the New York public school system. It was her salary that enabled us to rent an apartment for $110 a month on Chittenden Avenue in Washington Heights and buy a $2,000 Chevy Bel Air. When she got her master’s degree and her salary was increased to $3,600, I felt like I had married a rich woman.

			But we were also talking seriously about starting a family, and that meant Klara would need to stop teaching. I knew I had better find a way to make some money, too.

			

			—

			As fate would have it, just about the time I was looking to earn some money, I had heard what struck me as an incredible story. Harry Helmsley, a broker, and Lawrence Wien, an attorney, had managed to buy the Empire State Building, the tallest building in the city, without putting up any money of their own. They got 3,300 people to invest $10,000 each and formed a limited partnership to purchase the skyscraper. And if they could buy a building with other people’s money, maybe, I thought, I could do it, too. I made up my mind to try.

			I began going around Lower Manhattan, knocking on doors, asking owners if they’d want to sell their buildings. It took me nearly six months of trying, but I finally found a dismal building at 220 East Twenty-Third Street. It was a dark and derelict structure, but it had fourteen stories, space for plenty of tenants, and, I believed, lots of potential.

			“Would you be interested in selling?” I had asked the owner.

			“I’d like to try,” he said. “Pay me fifteen thousand dollars up front against the purchase price, and I’ll give you the right to sell the place.” But he warned me: he wouldn’t settle for less than $600,000 as the sales price. The way he’d announced the number, though, made it clear he thought it was an amount no reasonable person would ever pay. But I wasn’t so sure. To my mind, it seemed like a very attractive price, maybe even a bargain.

			I was enthusiastic and rushed back to the office. “Dad, I got a chance to broker the rights to sell a building. But why should we settle for that? Who wants to be a broker when we can be an owner? Let’s see if we can buy it!”

			The problem with that, I soon discovered, was that no bank was willing to lend us the initial $15,000 seed money necessary to set this plan into motion. And why should they? We had zero collateral to offer lenders. Not a penny.

			I had pretty much given up on this pipe dream when my father and I were walking back to the office after a lunch at Ratner’s, a kosher dairy restaurant on the Lower East Side (I can still taste their onion rolls), and we passed a bank at 85 Delancey Street. I thought we had approached every bank in Lower Manhattan, but the Public National Bank was one we had apparently missed. Might as well give it a try, too, we decided on a whim.

			We introduced ourselves to Phil Green, the manager, told him about the building we wanted to buy, and how we wanted to borrow $15,000.

			“Do you have any collateral?” he asked.

			“If we had, we wouldn’t be here,” I replied truthfully.

			The bank manager laughed and then reached into a drawer and handed me a legal form.

			“What is this?” I asked with considerable skepticism.

			“A promissory note.”

			I was incredulous. “Are you going to give us the money?”

			“Isn’t that what you want?” he replied.

			“Dad, sign this piece of paper. Quick!”

			He did. And after we had the money and paid the owner $15,000, we had secured the right to purchase the thirteen-story building for $600,000. Only now we needed a large mortgage.

			This time when we approached banks, however, we had the building to use as collateral; that is, it would be our collateral if they granted us the mortgage. We went hunting, and, finally, a savings bank on Twenty-Third Street agreed to give us a $350,000 first mortgage.

			The deal would not have succeeded without Klara’s help. To get the financing we needed, extremely precise amortization tables were required. Klara spent the entire summer putting them together, and when she was done the bank was very impressed. But that left another $250,000 we still had to raise.

			It took us a couple of months, but we finally found a bank that was willing to send an appraiser to look at the building to see if it was worth an additional quarter of a million dollars.

			I was in the office when I got a call from the appraiser, Leon Spear. “Mr. Silverstein, I just went over the building and I’m willing to give you a $350,000 mortgage—if you’ll sell the place.”

			We had needed a quarter of a million dollars, but now out of the blue he was offering us $350,000—and that would allow us to make a $100,000 profit if we sold him the building immediately after becoming the owners. It was more money than I could imagine. A fortune. And we wouldn’t have to do anything except sign over the title.

			“Dad,” I rejoiced, “we have an offer that will make us a hundred thousand dollars!”

			My father was less enthusiastic. “If it’s good enough for him, I think we should keep it. Turn the building into something.”

			I persisted. “Dad, this is a hundred thousand dollars. How can we turn it down?”

			“If it were me alone,” my father explained, “I’d take the money and that’d be that. But you’re young. Here’s your chance to start something and make some real money.”

			My father’s words made sense. I, too, realized this was a genuine opportunity—but only if we could find some way of raising the $250,000 in equity we needed.

			“Could you figure out the details?” he wondered.

			I quickly got a copy of the offering brochure for the Empire State Building that had prompted my initial foray into the real estate business and studied it with a renewed interest. It became my guide for financing the purchase of East Twenty-Third Street as a limited partnership.

			Sure, our building wasn’t anything as grand or as expensive as the Empire State Building. But the same financial principles that had worked so successfully for Wien and Helmsley now worked for us, too. Instead of selling our contract, we found twenty-five investors, people with whom my father had done leasing business in the past, and got them to put up $10,000 each as limited partners in the ownership of the building. These transactions allowed us to raise the entire $250,000 we needed to complete the purchase.

			It was 1957, and at twenty-six I had been married for almost two years, and I now owned my first building. I had never been so excited, so happy. It was an incredible feeling.

			And I was just getting started. New plans for our purchase were taking shape in my mind. “Dad, we need to fix the place up,” I urged, and he agreed. We sanded floors, cleaned the windows, painted the walls a bright white, got the rickety elevator working in a dependable fashion, and did up the gloomy lobby so the entrance was more inviting.

			When we were done, we’d transformed the building into something bright and shiny. An address where tenants would want to locate—and where we could charge a higher rent than we’d previously imagined.
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					Larry and Harry Silverstein bought their first building at 220 East Twenty-Third Street in 1957 for $600,000.

				
			
			This new income allowed us to refinance the existing mortgage—for considerably more than $350,000. And now we were able to return some of our investors’ initial investment capital as well as give them regular distributions. It was terrific: we were making money and so were our investors. And in the happy process I discovered one of the inflexible rules of the real estate business: a satisfied investor is someone who’ll not only want to do business with you again, but will get his friends to put up money, too.

			I was beginning to see that this was a financing strategy that had real potential. Our next purchase was on East Forty-Seventh Street, for $1.5 million. It took a bit of time and persuasion—it was more than twice as expensive as the purchase of our Twenty-Third Street building—but the limited partnership model worked once again. We were able to get our previous investors to hand over the money we needed to close the deal. It was a big step forward for us.

			And it encouraged us to aim higher. Our next purchase was on East Sixty-Third Street, for $2.5 million. And now Harry G. Silverstein & Sons was on its way. By 1966, the year my father died, we owned nine or ten small buildings.

			At this point people in the business were noticing what we were doing. I got a call from the bank on Delancey Street, the one we’d walked into by chance and that had lent us the $15,000 we needed to buy the right to purchase the Twenty-Third Street building. They announced that they’d like to be our bankers. Come to us when you find another property that needs financing, they advised. And we did. We no longer needed the small investors. The banks were willing to fund us. It was terrific.

			By now Klara and I had three children. We decided to move out of Washington Heights and settle in the suburbs. I bought the five-bedroom home in White Plains, New York, for $71,000.

			It was a wonderful, comfortable home. The house was always full of kids, our three and their friends. Klara made sure that there was a jar of fresh-baked cookies and a refrigerator full of cartons of milk; it was the neighborhood hangout. And a home for a happy family.

			And all the while my real estate business kept growing. But one ambition was still beyond my grasp: I hadn’t built a building.

			

			—

			In the early 1970s, I got my chance, though for a while, I regretted it. I had purchased a site near the Garden State Parkway in New Jersey, a busy commercial area near the Bell Telephone Laboratories offices. The parcel was big enough to accommodate a 300,000-square-foot building, and so that was what I wanted to build.

			But I didn’t dare say that. It seemed too large, too ambitious an undertaking. Instead, I put up a sign on the property modestly offering “100,000 square feet—expandable.” I didn’t want to scare people away.

			But it apparently did. Nobody made any realistic inquiries.

			I was growing anxious, yet I nevertheless decided to move forward. I’ve never been afraid to gamble if I was convinced the ultimate prospects would be favorable. You need that sort of nerve if you want to prosper in the real estate business. And so without having even a single tenant for the prospective building, I started clearing the site for construction.

			It wasn’t long after a building shed went up on the property that my phone rang. “How large a space can you build?” the prospective tenant asked. “Three hundred thousand square feet,” I announced with some trepidation. The tenant wound up taking the entire space for twenty years. With this lease agreement in my pocket (banks, I was learning, need to know you can rent the space before they’ll write a big check), I was able to get financing. I could now build what back then seemed like a gigantic office building.

			Yet, as this building got underway, it was also a time of some sadness. In 1977, Bernard Mendik, my partner since we’d both started working for my father over twenty years earlier, and my sister, Annette, had decided to divorce. Their split made it impossible for me to remain in business with Bernie; sibling loyalty came first. We reached an agreement to divide our holdings, which by now included five buildings on Fifth Avenue, one on Wall Street, and a shopping center in Stamford, Connecticut, among several other choice properties. But Bernie and I had also reached a divergence in our business strategies. He wanted to buy buildings. I wanted to build them. The experience in New Jersey had whet my appetite.

			

			—

			And so it was with a good deal of eagerness that I submitted my bid to construct a 1-million-square-foot building on the last remaining piece of land in the World Trade Center complex. I didn’t think our company would have much of a chance against the bigger, more experienced competitors, but we won the keystone site.

		

	
		
			Two

			 

			I thought it would be a fairly simple business to negotiate the lease with the Port Authority; after all, they’d approved our bid. And then it wouldn’t take long to find a tenant, which would allow me to get the financing needed to begin construction. As deals go, this would be a pretty quick and uncomplicated transaction.

			I couldn’t have been more mistaken.

			

			—

			At first, the announcement by the Port Authority that Silverstein Properties had been awarded the right to build a 1-million-square-foot building on the last remaining site at the World Trade Center complex had left me elated and excited. The Port had already designed the building, put foundation footings into the Con Ed structure, and would collect monthly ground rent. The rest would be up to me. I had to finance, construct, and then lease Seven World Trade Center. And I was raring to go. I was confident I’d be able to move forward quickly. This was a great location for a commercial building—close to subways and the downtown financial district, and the Twin Towers were just a short stroll south. Tenants would flock to it.

			But there was an important first step before I could start construction. While I had been awarded the right to put up Seven World Trade Center, that agreement was contingent upon my working out a ground lease with the Port for the site. We still had to agree on the terms of what the annual rent would be.

			I had spent my entire adult life making deals and had learned a couple of lessons in the process. For one, a deal will only be consummated if both sides get something out of it. If the terms are disproportionate, if either the buyer or the seller is determined to make out like a bandit, it’s never going to work. It’s a certainty that things will eventually fall apart under the weight of unreasonable greed or arrogance.

			This insight had led me to a second practical realization: you need to be flexible, willing to compromise. You can’t just make demands and then expect the other side to acquiesce. Hardheaded is a recipe for disaster. If you come up against someone who is inflexible, out to have things his way and only his way, then you’d probably do best by calling the whole thing off.

			And that was how I was starting to feel as the complicated ground lease negotiations continued to drag on with the Port for nearly a year. The Port Authority wanted things their way, and it was a very particular way to boot. Compromise was apparently not part of their vocabulary. Time didn’t seem to bother them, either. Unlike those of us in the private sector, they didn’t worry about deadlines, about negotiations dragging on as pre-construction costs continued to mount. They didn’t seem to worry that there might be no building to rent for years and years; a seemingly endless flow of money from the New York and New Jersey airports, bridges, and ports kept pouring into their coffers.

			In retrospect, perhaps I should have realized what I was getting into by doing business with the Port. And I certainly should have had a warning about how complicated a public–private sector business partnership can be. But at the time I was motivated by the opportunity to build a big commercial building on a very attractive site. The prospect was too exciting for me to be deterred.

			There was also something else goading me on: I am a very tenacious guy. When I start something, I am determined to finish it. I had not won the lease only to walk off in a huff during protracted—and often infuriating—negotiations. Besides, I am an optimist. I believe that if I make up my mind to get something done, I will. In the end, I believe things will work out.

			And so rather than giving up in exasperation, I instructed my people to continue negotiating with the Port. Then when things seemed to be getting out of hand, when the back and forth looked like it would go on forever, I stepped in. I set a deadline for finalizing the lease. If I didn’t, the negotiations, I feared, would have gone on forever.

			Finally, after more than a year, the deal was closed in 1980. At last I had my lease, and now I went to work.

			

			—

			Straight off, I hit a home run—or so I thought at the time.

			One of the guiding principles of the real estate development business is that in order to get the money you need to build from a lender, you must show that your project will be a profitable venture. And to do that, you need a tenant. So I went off looking for one. And pretty early on, I found one. Even better, he wanted more space than I’d ever imagined.

			I had known Jim Boisi for years. When I’d first met him, he was working for the New York Central/Penn Central Railroad. The railroad owned the land along Park Avenue in Manhattan heading north from Forty-Fifth Street; their trains ran on the tracks below. This was incredibly valuable property that was sitting more or less vacant until Jim came up with an idea. He offered developers the chance to lease the air rights on the parcels of land above the railroad tracks. This allowed high-rise office buildings to be constructed along this stretch of Park Avenue—and at the same time gave Penn Central a huge source of annual income. And Jim was the guy responsible; his vision set it all in motion.

			When J.P. Morgan saw what Jim had accomplished at Penn Central, they decided they wanted him on their team. He went to work for the bank and had a meteoric rise; he was very skilled. When I met with him in 1980, he was vice chairman.

			I started telling Jim about the building I wanted to erect at the keystone site, and then showed him the preliminary plans for a forty-story structure.

			After a careful look, he said, “The floors are too small.”

			“What do you mean ‘too small’?” I challenged. Each floor was 25,000 square feet. This was a big building; there was 1 million square feet of rental space.

			“I could use bigger floors,” he said.

			That got my attention, all right. “What size floors do you need?”

			“How large is the site?” Jim asked.

			“Fifty-three thousand square feet.”

			“Then give me a fifty-three-thousand-foot floor,” he said.

			“I’ve a million square feet here!” I countered.

			“I could use two million feet,” he said emphatically. “Give me a forty-story building with fifty-thousand-square-foot floors.”

			“That’s doubling the size of the building,” I pointed out.

			“I can use it,” he said confidently.

			That certainly got me excited. Here was a prospective tenant telling me he wanted a building twice the size of what I had been intending to construct. Which meant I wouldn’t have to worry too much about leasing: I had a single tenant who was interested in occupying the entire building. And the bigger space would mean I would be collecting significantly more in annual rental fees. “Okay,” I told him. “Let me see what I can do.”

			So I went back to the Port and explained that I had a potential user for Seven. Only he wanted a building that was twice the size of the one we had envisioned. “What’s the largest size of the floors I can build on that site?”

			They looked at me like I was crazy. And maybe I was: doubling the size of Seven would be an enormous undertaking in terms of costs. It would also create new engineering and design problems; the keystone site was irregularly shaped, and there would be a limit on the size of the building that could fit on the plot.

			But at the same time, the Port could do the same math that I had done. I was leasing the air rights from them for $6.75 a foot. Doubling the size of the structure would double the leasing rent they would receive. It would be a very good deal for both of us.

			However, they quickly pointed out, there was one big obstacle to this potential windfall: there was an existing Con Ed substation that supplied electricity to most of Lower Manhattan that would need to be at the base of the office tower. The Port had already drilled holes to support pilings into the substation foundation, but they were engineered for a much smaller tower. Now they wondered if I would be able to sink the pilings and the enormous caissons necessary to support a new larger building into the bedrock beneath the operating electrical substation.

			“I don’t know,” I answered truthfully. “But first things first. Is a two-million-square-foot building something that makes sense to you?”

			They agreed that it certainly did make good economic sense.

			“Okay,” I replied with confidence. “Then I will figure out how to get it done.” As I said, I have always been an optimist.

			So I had my in-house design team get to work on some preliminary feasibility plans for a new, larger tower. Then I went to Emery Roth & Sons. They were the architects of record for the Twin Towers (Minoru Yamasaki was the design architect), and I knew the Port would have confidence in their work. And I did, too.

			Emery Roth designed very efficient buildings, ones with, as we developers say, tight cores. That is, the elevators, stairs, and lifesaving systems were efficiently congregated in a narrow core space. And that kept all the surrounding space free for offices—which meant there was more room to lease. The loss factor, to use another term profit-driven developers are often bandying about, would be very low. And they were also skilled at keeping down costs, and that, too, was very much on my mind.

			My instructions to them were simple: design a building with as big a footprint as possible for the site. Give me 53,000-square-foot floors, if you can.

			They couldn’t. The best they could do given the requirements for the airflow needed to ventilate the Con Ed substation was 47,000-square-foot-floors. But their design increased the number of floors from forty to forty-seven. And so I now had a plan for a building with 2 million square feet of space for the keystone site.

			I hurried off with the plans to Jim Boisi. “Will this work for you?” I asked hopefully.

			“This is terrific. Really terrific,” he gushed. “We could use the whole building.”

			The whole building! This was unbelievable.

			Except now I had to get Con Edison to allow me to plant test pilings into the bedrock beneath their substation. If I couldn’t do these feasibility tests, then I’d never know whether I could drill down a hundred feet to submerge the caissons, each four feet in diameter, that would be required to support my tower. And I realized getting Con Edison to agree to this probe wouldn’t be easy. They had a problem with me. And, I feared, it was one that might very well put an end to any discussions before they even started.

			

			—

			My history with Con Ed was this: I had been a joint venture developer in a partnership that had just completed the redevelopment of a building on West Forty-Second Street. It was a big building, 900,000 square feet. We’d bought it from a bank that had foreclosed, and when we took title the structure was in pretty bad shape. It needed a complete renovation. As we went to work, we began to think about an energy plan that would make economic sense; the cost of fuel had spiked dramatically in recent months. We also wanted a heating and cooling system that would be environmentally responsible. Those considerations had led us to decide on a cogeneration plant for the building.
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					Larry Silverstein stands next to an architectural model of the original Seven World Trade Center.

				
			
			A cogeneration system works to combine both a structure’s heating and electricity needs. Normally when you burn fuel for heat, you’re only consuming between 30 and 35 percent of the fuel’s energy; the rest goes up the stack, released and wasted. And polluting. With a cogeneration system, a significant portion of the energy that would’ve usually disappeared up the stack as waste is converted to steam to heat and cool the building.

			Therefore, rather than hook into the city’s customary electric grid, we used diesel electric generators to produce electricity for the building’s tenants. Then we took the heat created by the diesel engines driving the generators and used it to convert water into steam. The steam was used for heating in the winter, as well as driving the air-conditioning compressors during the summer. It was a remarkably efficient system. Instead of 65 percent of the fuel’s energy going up the stacks as polluting waste, we were able to put nearly all the fuel to effective use. It produced heating, cooling, and electricity.

			The economic advantages were also impressive. It cost us $4 per foot to set up the cogeneration system, but the annual savings came to $1 per foot. That was a 25 percent return on our investment. Plus it was fully depreciable; the federal government, eager to encourage a nonpolluting, environmentally friendly system, allowed us to write off our investment in this electric diesel generator system against taxes. That was a tremendous savings, too. We got our money back in four years. A win-win for us: we helped the environment and we saved money.

			Only Con Ed was furious. They claimed that since we were producing electricity we were acting as a public utility. And they sued us. We argued that we were simply providing a service for our tenants. We had no further ambitions. We weren’t setting up a public utility company; we weren’t doing business with anyone else. The judge listened and sided with us. Which only exacerbated Con Ed’s fury.

			How would this affect their willingness to agree to my conducting test borings into their substation on the keystone site? I didn’t know, but I was apprehensive. When I went to my meeting with the Con Ed chairman, Chuck Luce, I made sure that I was accompanied by a representative from the Port Authority; I was hoping the Port’s imprimatur might work to assuage any lingering bad feelings.

			It didn’t. As soon as I walked into Luce’s office, he thundered, “You’re the Silverstein who…” And then he went through the entire cogeneration lawsuit.

			I pleaded guilty as charged, and I made sure not to reargue the case. My reticence seemed to help the situation cool down.

			“You’re not going to put one of those cogeneration things in this building?” he finally challenged.

			“No.”

			“Will you put that in writing?”

			“Sure,” I agreed.

			But Luce was not done. “You know, Larry,” he continued, “you can’t afford to fail. You do something down there that’s going to cause us grief, power’s going to go down in Lower Manhattan. And Con Ed can’t afford to fail either. You’re going to have to guarantee that there won’t be some sort of outage.”

			“Guarantee?” I nearly shrieked. “Who can afford that? There isn’t enough money in America to guarantee the power to Lower Manhattan.”

			We went back and forth for a bit. But in the end, as long as I signed a document confirming that Silverstein Properties would not have a cogeneration system in Seven World Trade Center, Con Ed, to my great surprise and delight, agreed to my request. To this day, I still don’t know why Con Ed gave in. Curious, I have even recently asked them to search their files for an explanation, but they found nothing relevant. And there’s no one still alive who could provide firsthand intelligence. But whatever the reasons, I’d gotten what I wanted. We could now proceed with our test.

			

			—

			I was afraid the lights would go out on Wall Street. I worried, in fact, that all of Lower Manhattan would suddenly go dark, that there would be no electricity anywhere downtown. But I had no choice. I needed to discover whether piles that could support a forty-seven-story, 2-million-square-foot building could be driven beneath the Con Edison substation that would serve as the base of the tower I now hoped to build.

			The problem was that the existing electrical substation at the keystone site was crowded with very delicate, very sensitive load-shedding gears, as well as 110,000-volt transformers. The space between these devices was very constricted, very narrow. Barely a foot, in fact. Slam into any of them, or even give them a jolt, and no one could predict for certain what would happen next.

			Complicating this further, the two-story Con Ed substation had been designed in 1967 to carry the weight of a forty-story, 1-million-square-foot building. Only now, over thirteen years later, we would be attempting to thread this delicate needle by inserting construction piles that could support a skyscraper nearly twice the size of what had been originally planned—with the fate of the electricity that powered the financial center of the world hanging in the balance. Yet if I was going to be able to move forward with my plan for Seven World Trade Center on the keystone site, I needed to find out.

			There were, of course, several preliminary meetings before the day of the test. A team of our engineers as well as Con Ed’s filled the room. Everyone was focused on the big challenge: How do we get this done while also keeping the Con Ed substation fully operational? How could we make sure that power would not be lost
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Reputation Builder

Svudicator Larry Sitverstem is betting that Seven World
Trade Center will make him a Mayor Developer; too.

VEN IN THE

stratosphere

where Manhat-

tan’s real-estate
rich have their pent-
houses, there are layers of
influence and layers of af-
fluence. No matter how
much money or status
New York’s real-estate de-
velopers achieve, there is
always, so tospeak, a floor
higher to go. The need to
have a new project never
seems to fade. The Mil-
steins, in their early six-
ties, are building like
crazy; so is Harry Helms-
ley, over 75.

Larry A. Silverstein,
53, hasn’t built anything
in Manhattan. He bought
and renovated enough
buildings in 30 years to
control 7 million square
feet of Manhattan office
space, and he is worth at
least $150 million as a
result. But now, despite
all that, Larry Silverstein is only looking
up, reaching for a higher echelon.

He is telling a story about 521 Fifth
Avenue, a 400,000-square-foot property
where he has his Silverstein Properties
headquarters. The ground-floor tenant
went bankrupt, but before he left he
began selling odd-lot merchandise,
which he advertised heavily in the tab-
loids. Silverstein found the resulting
crowds, not to mention the quality of
merchandise, horrifying. “It certainly
wasn’t good for the image of the build-
ing,” he says, literally shuddering in rec-
ollection. “Itlooked like the Lower East
Side.” Ultimately, Silverstein boughtout
the tenant’s lease and replaced him with a
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Silverstein: “This has taken lzlr)aa’y r(m of staying power.”

more dignified IBM Product Center.

Silverstein  himself hails from the
Lower East Side, many, many echelons
back. This is where he first made a mark
in real estate, pooling small investors and
buying lofts to convert and lease. It’s
called syndication, of course, and Silver-
stein is one of the kings of it. After suc-
cesses on the Lower East Side, he ven-
tured into midtown, and the investors got
bigger. In fact, Silverstein’s estimated
$150 million fortune is actually a control-
ling equity in some $700 million worth of
properties.

Silverstein remains one of the few ma-
jor players in Manhattan who has never
builtanything from scratch or by himself.

There is nothing wrong
with that, of course, but
egoisasimportanta factor
in Manhattan real estate
asanything else. Now, af-
ter 30 years in the busi-
ness, havmg achieved so-
cia prominence by
steadily climbing the hi-
erarchy of leadership in
the civic and philan-
thropic  world,  FEarry
Silverstein is aiming for
Major Developer status
as well.

His target: Seven
World Trade Center,a 1.8
million-square-foot, $300
million office tower being
builtfrom scratch, unsyndi-
cated, which, if success-
ful, would be an echelon
lifter if there ever was
one. If it fails, some say it
could cost Silverstein $50
million and a great deal of
his reputation.

Silverstein  made his
first big leap only seven
years ago, after he and ex-brother-in-law
Bernard Mendik broke up their partner-
ship, and he founded Silverstein Proper-
ties. Since then, the company has
“grown like Topsy”in Silverstein’s words.
He’s telling the truth. Among his Man-
hattan office acquisitions since 1978 are
120 Wall Street, 120 Broadway, 11 West
42nd Street, 530 Fifth Avenue, and 529
Fifth Avenue.

Now, Silverstein no longer syndicates
his properties. When he needs cash he
borrows from corporate pension funds,
rather than taking in investors. As a
result, his average equity in projects is
increasing. Plus, the desire to do new
developments for higher stakes has over-
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