Empire State
Development

T NEW YORK
STATE OF
GPPORTUNITY.

FOR CONSIDERATION
August 15, 2019

TO: The Directors
FROM: Howard A. Zemsky
SUBJECT: New York City (Kings County) — Restoration Center Industrial Project

REQUEST FOR: Adoption of Second Amendment to the General Project Plan (GPP);
Authorization to Further Modify the Ground Lease Agreement with RDC
Commercial Center Inc.; Authorization to Hold Public Hearing Thereon; and
Authorization to Take Related Actions

l. Background

In October 1978, UDC-Commercial Center, Inc., a wholly-owned subsidiary of the New York
State Urban Development Corporation, entered into a 40-year ground lease agreement with
RDC Commercial Center, Inc. (the “Ground Lease”), a wholly-owned subsidiary of the Bedford
Stuyvesant Restoration Corporation (“Restoration”), for a portion of the block bounded by
Fulton Street, Herkimer Street, New York Avenue and Brooklyn Avenue. The complex, which
includes land owned by Restoration and the land leased by Restoration under the Ground
Lease, is known as Restoration Plaza (“Restoration Plaza”). UDC-Commercial Center, Inc.
entered into the existing Ground Lease pursuant to the 1978 Restoration Center Industrial
Project General Project Plan (“GPP”). In August 2018, the Ground Lease was extended for an
additional one (1) year and has an expiration date of October 16, 2019.

Restoration is the country’s first community development corporation, created in 1967 through
the leadership of New York Senators Robert F. Kennedy and Jacob Javits and Mayor John
Lindsay to be a national model. Restoration’s mission is to foster economic self-sufficiency,
enhance family stability, promote arts and culture and transform neighborhoods into safe,
vibrant places to live, work and visit, and they have been a major force in the rampant
revitalization of Bedford Stuyvesant in the past several decades. Their programs include
workforce development, asset building, education, mixed-income housing, arts and culture,
energy conservation, small business services and the management of Restoration Plaza.

Il Project Site

Restoration Plaza is the site of a formerly abandoned milk bottling plant. It comprises eight
buildings situated on an approximately 300,000 square foot block. The Ground Lease covers
BK Block 1862, Lots 1, 26 and 38 (the “Leased Property”), which includes 1360 Fulton Street,
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comprising four buildings (Building A totaling 39,255 square feet, the Stark Building totaling
35,305 square feet, Building C totaling 16,355 square feet, and Building D totaling 3,900 square
feet); 1406 Fulton Street, known as the Lazaroff Building totaling 28,600 square feet; 247
Herkimer Street totaling 26,780 square feet; and 1420 Fulton Street which houses a Foodtown
supermarket, a significant anchor in what had historically been a food desert. The remaining
Lots 14 and 55 on Block 1862 are owned by Restoration and are dependent on the Ground
Lease for access and egress.

Restoration Plaza serves as a local destination for a mix of community services and businesses
that bring economic development to the community. Tenants of Restoration Plaza include
Mercy College, the Billie Holiday Theatre, Youth Arts Academy, Economic Solutions Center and
the Center for Healthy Neighborhoods. Several retail tenants are located within Restoration
Plaza, including Applebee’s and branches of Chase Bank, Citibank and Carver Federal Savings
Bank.

Hl. Current Lease Terms

The GPP and Ground Lease were part of a sale-lease-back arrangement and tri-party agreement
among the City of New York (“NYC”), Restoration, and ESD, pursuant to which NYC requested
that ESD use its tax exemption and other powers to assist Restoration to construct and
renovate new retail and office facilities adjacent to existing improvements owned by
Restoration. The Ground Lease facilitated the construction of the well utilized Super Foodtown
on Fulton and the attraction of retail tenants such as Applebee’s and the banks, as well as small
office spaces in Buildings A, C, D and the Stark Building. Currently over 500 people work at
Restoration Plaza and over 1.5 million visitors come to the Site each year for services and
cultural events. In addition, the GPP provided that the project would keep and create job
opportunities in the area and add vitality to the retail and service shops, as well as provide
much needed construction jobs that would aid the economy of the City. The rent, which is
remitted to NYC pursuant to the project documents, is currently $38,000 per year. Under the
Ground Lease, Restoration has the option to purchase the Leased Property for $100,000. If the
purchase option is not executed before the Lease expiration, the property reverts to NYC. In
2018, the Ground Lease was extended one (1) year and the current expiration date of the
Ground Lease is October 16, 2019.

v. Proposed Madifications to the GPP and Ground Lease Agreement

Over the past year, Restoration has been reviewing options for purchasing and redeveloping
the property, however additional work is needed. Such a process is envisioned to entail robust
community and governmental engagement and environmental -review, which would extend
past the expiration of the current lease term. To have adequate time to evaluate its options,
Restoration has requested a second extension to the Ground Lease to allow for an additional
term of five (5) years. This extension will allow Restoration to continue to provide critical
economic development services and benefits to the Bedford-Stuyvesant community such as job
training and placement services, business development services, and arts and cultural
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programming, while commencing the necessary stakeholder engagement and environmental
review.

The proposed second modification to the GPP would provide for an extension of the Ground
Lease for an additional five (5) years and changes to the rent payment schedule and is attached
hereto as Attachment A. Similarly, the Ground Lease Agreement is also proposed to be further
modified to extend the expiration date from October 16, 2019 to October 16, 2024. Additional
modifications to the Ground Lease include changes to the rent schedule, the inclusion of a new
default provision that would limit Restoration’s ability to pursue changes to the zoning through
a Uniform Land Use Review Process prior to the exercise of its purchase option, and the
addition of a 30-year restrictive declaration that would be placed on the Leased Premises if
Restoration executes its purchase option. But for these modifications, the GPP and Ground
Lease Agreement will remain unchanged, and in full force and effect. The proposed lease
modifications are subject to the written consent of NYC and Restoration’s Mortgagee(s). It is
anticipated that Restoration will execute its purchase option prior to the expiration of the
extended Ground Lease Agreement.

V. Compliance with the Public Authorities Reform Act

Pursuant to the provisions of the Public Authorities Reform Act (“PARA”), ESD is required to
dispose of property through a competitive process unless a specific statutory exception applies.
In the present case, the relevant exception permits negotiated transactions when the purpose
of the transfer is within the purpose, mission or governing statute of the public authority.

Given Restoration’s mission to create jobs, increase investment and improve economic
conditions for residents of Central Brooklyn and its historic and ongoing leadership role in the
transformation and economic revitalization of Bedford-Stuyvesant, this transfer is within the
purpose, mission and governing statute of ESD (see Annual Report 2017 - 2018). As a
negotiated transaction, an explanatory statement is also required to be sent to various public
officials. This statement has been filed. '

The following information is provided for the below market transfer pursuant to the PARA:

(i) A full description of the asset:
Multiple buildings located on the block bounded by Fulton Street, Herkimer Street,
New York Avenue and Brooklyn Avenue (Block 1862, Lots 1, 26 and 38) in Brooklyn,
New York. (Please see Project Site section of these materials, above.)

(i) An appraisal of the fair market value of the asset: Pursuant to an independent
appraisal, the appraised value of the Ground Lease is $4,370,000.

(i) A description of the purpose of the transfer, and a reasonable statement of the kind
and amount of the benefit to the public resulting from the transfer, including but not
limited to the kind, number, location, wages or salaries of jobs created or preserved

3



a required by the transfer, the benefits, if any to the communities in which the asset
is situated as are required by the transfer:

Restoration provides critical economic development services to the Bedford-
Stuyvesant and surrounding neighborhoods. For example, the Economic Solution
Center, a job training and placement center managed by Restoration, has placed
over 1,625 jobseekers in jobs in the past few years and over 2,500 summer youth
jobs. The Brooklyn Business Center, Restoration’s business development center,
provided business development consulting to over 200 entrepreneurs, creating over
90 new jobs in the community. Over 1,000 artists and production staff ae employed
annually through RestorationART arts and cultural programs. While the one-year
extension from last year was essential in assisting Restoration in its exploration of
potential redevelopment paths, this five-year extension will allow Restoration to
undertake in-depth stakeholder outreach and any necessary environmental review
while continuing to provide critical economic development services and benefits to
the Bedford-Stuyvesant community such as job training and placement services,
business development services, and arts and cultural programming. Redeveloping
the site to allow for additional density and programming will allow Restoration to
enhance the services it provides to the Bedford-Stuyvesant community, as well as
other City residents for generations to come. Moreover, several of the buildings
within the Plaza complex are in significant need of renovation and upgrading. With
this additional five-year extension, Restoration will be able to develop a flnancmg
plan for that work as well.

(iv) A statement of the value to be received compared to the fair market value:
Neither ESD nor the State currently derives any monetary compensation from this
property or project; lease revenues are paid to the City of New York. The transfer
will preserve this structure and, as such, will not provide any significant monetary
compensation to the State or ESD but will result in significant economic
development benefits to the State and local communities as described in these
materials.

(v) The names of the private parties participating in the transfer:
The transfer is a lease extension, which will be made with the current lessee,
Restoration. No other private parties are participating in the transaction.

(vi)  The names of the private parties who have made an offer for such asset, the value
offered, and the purpose for which the asset was sought to be used:
No other offer has been received.

VI. Environmental Review

ESD staff has determined that the requested authorization to modify the GPP for an extension
of the Ground Lease constitutes a Type Il action as defined by the New York State
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Environmental Quality Review Act (“SEQRA”) and the implementing regulations of the New
York State Department of Environmental Conservation. No further environmental review is
required in connection with the authorization.

Vil. NON-DISCRIMINATION AND CONTRACTOR & SUPPLIER DIVERSITY

Pursuant to- New York State Executive Law Article 15-A, ESD recognizes its obligation under the
law to promote opportunities for maximum feasible participation of certified minority and.
women-owned businesses (MWBEs) in the performance of ESD contracts. Restoration shall
include minorities and women in any job opportunities created; solicit and utilize Minority and
Women Business Enterprises (“MWBEs”) for any contractual opportunities generated; and use
Good Faith Efforts (pursuant to 5 NYCRR Section 142.8) to achieve MWBE Participation.
Establishment of specific goals related to this project are pending.

VIll.  Requested Actions

The Directors are being asked to: (a) approve the modifications to the GPP; (b) approve the:
modifications to the lease; (c) authorize a public hearing thereon pursuant to Section 8 and 16
of the UDC Act and any other applicable provision of law; and (d) determine that there is no
reasonable alternative to the proposed lease extension that would result in the same benefits
to the public or achieve the same purpose of the proposed lease extension.

IX. Recommendation

Based on the foregoing, | recommend approval of the attached resolutions.

Attachments

Resolutions

Attachment A: Proposed Modified GPP and Proposed Modifications to the Ground Lease
Agreement

Attachment B: Restoration 2017 — 2018 Annual Report



August 15, 2019

New York City (Kings County) — Restoration Center Industrial Project - Adoption of
Second Amendment to the General Project Plan; Authorization to Further Modify the
Ground Lease Agreement with RDC Commercial Center Inc.; Authorization to Hold a
Public Hearing Thereon; and Authorization to Take Related Actions

RESOLVED, that based on the materials presented to this meeting, a copy of which is hereby
ordered filed with the records of the Corporation (the “Materials”), the Corporation does
hereby adopt, for purposes of the public hearing required by the UDC Act and substantially on
the terms and conditions described in the Materials: (1) the proposed modifications to the
General Project Plan (“GPP”) for the Project; and (2) the proposed amendments to the term of
the Ground Lease Agreement; and be it further

RESOLVED, that on the basis of the Materials, the Directors hereby find that there is no
reasonable alternative to the proposed below market transfer that would achieve the same
purpose of such transfer; and be it further

RESOLVED, that the President and Chief Executive Officer or authorized designee(s) be, and
each of them hereby is, authorized and directed, in the name and on behalf of the Corporation,
to take all such actions as are necessary or appropriate to schedule and hold such public
hearings as required by the UDC Act or other applicable law (which hearings may be held
simultaneously), including without limitation the providing, filing, or making available of copies
of the Modified GPP and Ground Lease Agreement Amendments, the fixing of a date for such
hearing, the publication of a notice of such public hearing as required by law and in accordance
with procedures heretofore approved by the Corporation with respect to similar hearings, and
the making of a report or reports to the Corporation on such hearing, oral or written comments
received, or local municipality recommendation received, if any; and be it further

RESOLVED, that upon written finding of the President and Chief Executive Officer or authorized
designee(s) that no substantive negative testimony or comment on the Modified GPP or .
Ground Lease Agreement Amendment was received at the public hearing and that the
requirements of the Public Authorities Reform Act have been complied with: (1) the GPP, as
‘modified, and the findings previously made with respect thereto, shall be deemed affirmed and
effective as of the conclusion of such hearing; and (2) the proposed amendments to the Ground
Lease Agreement shall be deemed approved; and be it further

RESOLVED, that the President and Chief Executive Officer of the Corporation or his designee(s)
be, and each of them hereby is, authorized to take such action and execute such documents as
may be necessary or appropriate to carry out the foregoing resolutions.
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Attachment A

Proposed Modified GPP and Proposed Modifications to the
Ground Lease Agreement

New York State Urban Development Corporation
d/b/a Empire State Development
Restoration Center Industrial Project
New York City (Kings County)

General Project Plan Modification
August 15, 2019

The General Project Plan for the Restoration Center Industrial Project, as affirmed and approved on May
20, 1977 and as further modified on May 17, 2018 (the “GPP”), is further amended so that the UDC
subsidiary will lease the property to the Developer for an additional five (5) years, for a total period of
forty-six (46) years and, accordingly, to reflect an amended Expiration Date of October 16, 2024.
Additionally, the base rent payment of Thirty-eight Thousand Dollars ($38,000) per year will be modified
to include the following updated base rent payment schedule:

Ext. Begin End Rent Calculation
Year
1 10/17/19 | 10/16/20 | Extension of current formula
10/17/20 | 10/16/21 | Extension of current formula
10/17/21 | 10/16/22 |50% of actual taxes
10/17/22 | 10/16/23 | 75% of actual taxes
10/17/23 | 10/16/24 | 100% of actual taxes

GikiwWinN

But for these modifications, the GPP remains unchanged, and remains in full force and effect.

Ground Lease Agreement Modifications
August 15, 2019

Article 2, Section 2.01 of the Ground Lease Agreement, dated as of September 21, 1978 as amended in
the First Amendment of Lease dated August 20, 2018, by and between UDC-Commercial Center, Inc.
(“Landlord”), a wholly-owned subsidiary of New York State Urban Development Corporation, and RDC
Commercial Center Inc. (“Tenant”), and any other terms of the Ground Lease Agreement impacted
thereby, is amended to extend the expiration date five (5) years, from “October 16, 2019” to “October
16, 2024” and from a term of “forty-one (41) years” to “forty-six (46) years”.

Article 3, Section 3.01(a) of the Ground Lease Agreement, dated as of September 21, 1978 as amended
in the First Amendment of Lease dated August 20, 2018, by and between UDC-Commercial Center, Inc.
(“Landlord”), a wholly-owned subsidiary of New York State Urban Development Corporation, and RDC
Commercial Center Inc. (“Tenant”), and any other terms of the Ground Lease Agreement impacted
thereby, is amended to extend the current “Base Rent” formula of Thirty-eight Thousand Dollars
($38,000) for the first two lease extension years (October 17, 2019 — October 16, 2020; October 17,



2020 — October 16, 2021); increase the “Base Rent” calculation to 50% of actual taxes in the third year of
the lease extension (October 17, 2021 — October 16, 2022); increase the “Base Rent” calculation to 75%
of actual taxes in the fourth year of the lease extension (October 17, 2022 — October 16, 2023); and
increase the “Base Rent” calculation to 100% of actual taxes in the fifth year of the lease extension
(October 17, 2023 — October 16, 2024).

Article 24, Section 24.01 of the Ground Lease Agreement, dated as of September 21, 1978 as amended
in the First Amendment of Lease dated August 20, 2018, by and between UDC-Commercial Center, Inc.
(“Landlord”), a wholly-owned subsidiary of New York State Urban Development Corporation, and RDC
Commercial Center Inc. (“Tenant”), and any other terms of the Ground Lease Agreement impacted
thereby, is amended to include as an “Event of Default,” Tenant’s Certification of a Uniform Land Use
Review Process application for the Premises prior to its execution of its purchase option.

Article 26 of the Ground Lease Agreement, dated as of September 21, 1978 as amended in the First
Amendment of Lease dated August 20, 2018, by and between UDC-Commercial Center, Inc.
(“Landlord”), a wholly-owned subsidiary of New York State Urban Development Corporation, and RDC
Commercial Center Inc. (“Tenant”), and any other terms of the Ground Lease Agreement impacted
thereby, is amended to include a 30-year restrictive declaration if Tenant purchases the Premises.

But for the above modifications, the Ground Lease Agreement remains unchanged, and remains in full
force and effect.



Attachment B
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