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Operations and Accomplishments

For more than 40 years, Battery Park City has exceeded expectations for urban
development and over the last decade has stood at the forefront of urban design and
sustainable development. Fiscal Year 2011 was no exception. With completion of severa
significant public amenities and substantial progress on severa other major projects, this
year marks an important timein BPCA’s history. Aswe near completion of the Master
Plan, BPCA stands committed to our mission to create a community where people can
work, play and raise their families comfortably.

Public Amenities:

BPCA continues its commitment to public amenities through a program which requires
developers to deed space to the Authority that isin turn made available for public purposes.
In 2011, the following projects were brought on line or saw significant progress.

Battery Park City Community Center — Construction commenced on the 55,000 square
foot community center housed on the first three floors of the residential buildings on Site
23/24 being constructed by the Milsteins. The Center will be home to two swimming
pools, agym, alocker room, classrooms, a teaching kitchen and a café among its services.
Asphalt Green, which operates asimilar facility uptown was selected through an RFP
process in conjunction with representatives of the Community Board. The center is
expected to open in Spring 2012.

Ballfield Renovation — One of Battery Park City’s most significant and heavily-used
public amenities are the ballfields. The continuing demand for the fields and the need for
increasing access to open space led the BPCA to explore the installation of artificial turf on
thefields. Community leaders were invited to participate in the decision-making process
which has led to the design of a sustainable (green) astro-turf field was installed between
little league season and soccer season and opened in September2011.

Downtown Connection — BPCA provided funding to the Downtown Alliance to provide
free commuter bus services to residents, guests and visitors to Battery Park City and lower
Manhattan.

Commercial Construction:

Site 25 — Goldman Sachs purchased site 25 formerly an Embassy Suites Hotel which also
housed numerous restaurants and a movie theatre. The hotel is being rebranded as a
Conrad Hilton and several new restaurants operated by Danny Meyer have opened on the
site.



Pier A — Located at the southern tip of BPC, Pier A isthelast of the enclosed piers that
once defined the lower Manhattan waterfront. It isalandmarked structure that has
remained empty and deteriorating for many years. New Y ork City recently leased Pier A to
BPCA on along term basis, allocating $30 million of capital funds fromthe NYC
Economic Development Corporation (EDC) to restore thisimportant City building. BPCA
reached substantial completion on Phase | and Phase |1 of the Pier A green, historic
rehabilitation.

Residential Construction:

Site 23/24: One June 24, 2006 Milstein Properties was designated by the Authority as the
developer of Sites 23 and 24. As part of the Milstein lease agreement, it was agreed that
the developer would build the core and shell for the Battery Park City Community Center
at their base. The towersinclude the 32-story Liberty Luxe and the 22- story Liberty Green
have 590 LEED certified units to BPC.

Financial Highlights:

e Joint Purpose Fund (JPF)— A portion of BPCA'’ s revenue, roughly corresponding
to the proportion of revenues that derive from ground rent, are alocated to the
Joint Purpose Fund, which can only be spent upon the joint approval of the
BPCA Board, the Mayor, and the NY C Comptroller. In January 2010, these
three parties signed an agreement (2010 Agreement) to distribute $861 million of
excess revenues held by BPCA in the JPF. The City and the State were each
allocated $200 million to be distributed in a pari passu basis. After meeting that
$400 million obligation, an additional amount of up to $200 millionisto be
distributed by BPCA to a City 421-a affordable housing fund, followed by a
$261 million distribution to a City pay-as-you-go capital fund. All fundsareto
be paid as available in the JPF and there is no time limit or minimum for the
amount that needs to be paid or accrued over time. Pursuant to the 2010
Agreement, on March 30, 2010, BPCA paid out al funds, $267.6 million,
available in the JPF to the City and the State.

e During fiscal year ended October 31, 2011, the balance of the $400 million due
to both the City and the State, $66.2 million each or atotal of $132.4 million,
and a payment of $38.2 million under the 2010 Agreement for the City 421-a
fund were both paid out of the JPF. In addition, a provision in the amount of $37
million was charged to operations and recorded as a liability for the year ended
October 31, 2011 for payment under the 2010 Agreement for the City 421-A
fund.

e Twelveleasesin the South Neighborhood were modified to provide for more
gradual increases in ground rents over the first two reset periods or 30 years.



e With payment of these FY 2010 Excess Revenues, BPCA will have contributed
$2.3 hillion to the City.

MWABE Participation

BPCA continues to be aleader in MWBE participation and has historically been in the
Upper Tier of State agencies and authorities with regard to MWBE participation. Fiscal
Y ear 2011 was no exception with an average of 19% of contract dollars ($23,000,000.00)

for MWBE enterprises.



Financial Reports

Receipts and Disbursements

(Revenues and Expenses)



Summary Schedule of Revenues, Expenses, and Changes in Net Deficit

Below is a summary of the Organization’s revenues, expenses, and changes in net deficit

for the fiscal years ended October 31, 2011 and 2010:

October 31 2011 vs
2011 2010 2010
Operating revenues.
Revenues from ground |eases:
Base rent $ 59,153,949 63,738,711 (4,584,762)
Supplemental rent 1,764,977 926,609 838,368
Paymentsin lieu of real estate
taxes 154,024,537 150,034,795 3,989,742
Civic facilities payments
and others 15,241,246 14,815,792 425,454
Total operating revenues 230,184,709 229,515,907 668,802
Operating expenses:
Wages and related benefits 13,374,134 13,863,618 (489,484)
OPEB - Authority 1,146,167 1,074,653 71,514
OPEB - Conservancy 1,138,704 7,630,939 (6,492,235)
Other operating and administrative 15,982,013 18,609,574 (2,627,561)
Depreciation and amortization 10,460,042 10,303,892 156,150
Total operating expenses 42,101,060 51,482,676 (9,381,616)
Operating income 188,083,649 178,033,231 10,050,418
Nonoperating revenues (expenses):
Interest and other income 5,562,709 10,159,892 (4,597,183)
Other revenue 367,427 233,446 133,981
Interest expense, net (38,855,284) (39,465,012) 609,728
Provision for transfer to the Port
Authority of NY & NJ (20,656,496) — (20,656,496)
Provision for transfer to
the City of New Y ork (87,623,785)  (110,215,449) 22,591,664
Provision for transfer to
the City of New Y ork - 2010 Agreement (37,014,444) (238,238,243) 201,223,799
Provision for transfer to
the State of New York - 2010 Agreement (200,000,000) 200,000,000
Total nonoperating
expenses, net (178,219,873) (577,525,366) 399,305,493
Change in net assets 9,863,776 (399,492,135) 409,355,911
Net deficit, beginning of year (655,018,402)  (255,526,267)  (399,492,135)
Net deficit, end of year $ (645,154,626)  (655,018,402) 9,863,776




Operating Revenues

Overall operating revenues for the year ended October 31, 2011 totaled $230.2 million,
approximately $669 thousand higher than the year ended October 31, 2010. L ease revenues
consist primarily of base (land) rent and PILOT from long-term leaseholds.

Base rent decreased a net $4.6 million primarily due to scheduled rent increases in the
leases totaling approximately $2 million being offset by a onetime revenue recognition
from Site 1 in the amount of $6.6 million in previous fiscal year ended October 31, 2010.
Supplemental rent increased 838 thousand. PILOT revenue totaling approximately
$154 million (approximately 67% of the total operating revenues for the fiscal year ended
October 31, 2011), increased by $4 million over the fiscal year ended October 31, 2010 and
relates to assessed value increases and tax rate increases for commercial and residential
sites. Additionally, civic facility and other revenues increased $425 thousand from $14.8
million in fiscal year 2010. The increase is primarily due to transaction payments which
increased $328 thousand and an increase in civic facility payments.

Operating Expenses

Operating expenses totaled approximately $42.1 million for the fiscal year ended October
31, 2011, representing a $9.4 million decrease compared to the fiscal year ended October
31, 2010. The expenses include: wages and related benefits;, OPEB; operating and
administrative expenses such as security, insurance, rent, maintenance, transportation,
legal, financial, and promotional; planning/design expenditures;, and depreciation and
amortization.

Wages and related benefits totaling $13.4 million decreased approximately $489 thousand
due to decreases in staffing.

OPEB expenses for the Authority increased for the fiscal year ended October 31, 2011 by
$72 thousand. The net increase was due to higher valuations for the normal and interest
costs offset by the triennial valuation report, which determined that the Authority is
entitled to an amortization credit to its annual required contribution. OPEB costs represent
a pro rata share of annual interest and normal costs for postemployment medical benefits
for all eligible current employeesin accordance with GASB Statement No. 45.

OPEB expenses for the Conservancy decreased for the fiscal year ended October 31, 2011
by a net $6.5 million. The Conservancy adopted an OPEB plan effective February 1, 2010.
In order to recognize the initial cost of the plan the Conservancy recognized an expense of
$7.6 million for fiscal year ended October 31, 2010. The total normal and interest costs for
the plan for the fiscal year ended October 31, 2011, amounted to $1.1 million. OPEB costs



represent a pro rata share of annual interest and normal costs for postemployment medical
benefits for all eligible current employees in accordance with GASB Statement No. 45.

Other operating and administrative expenses decreased approximately $2.6 million. The
decreased expenses primarily relate to the Conservancy moving into a newly constructed
headquarters reducing a rent expense of $518 thousand for a portion of the year. The
Conservancy’s operating expenses also decreased by approximately $500 thousand.
Additionally, decreases in legal expenses ($ 1.1 million), a savings from the,
discontinuance of a skating rink facility ($190 thousand) and other cost cutting measures
resulted in cost savingsin several areas of operations.

Depreciation and amortization expenses recorded for the fiscal year ended October 31,
2011 of approximately $10.5 million increased approximately $156 thousand due to the
added depreciation of the community center.

Non-operating Revenues (Expenses)

Total net non-operating revenues (expenses), of approximately $178.2 million for the fiscal
year ended October 31, 2011 were approximately $399.3 million lower than the fiscal year
ended October 31, 2010. Interest and other income decreased by $4.6 million primarily due
to lower interest rates, the reduction in balances held during the fiscal year ended October
31, 2011 compared to 2010. A provision for transfer to the Port Authority of NY and NJ
for $20.7 million was charged to operations in the fiscal year ended October 31, 2011. A
provision for atransfer to the City of New York for $87.6 million in excess revenues was
charged for the fiscal year ended October 31, 2011, a decrease of approximately $22.6
million from the fiscal year ended October 31, 2010. In addition, a provision for the
transfer to the City of New York for the 2010 agreement of $37 million was charged in
fiscal year end October 31, 2011, a decrease of $201.2 million from fiscal year end October
31, 2010. A $200 million decrease in the provision to transfer to the State of New Y ork for
the 2010 Agreement which was a one time charge for $200 million charged in the fisca
year end October 30, 2010.

Change in Net Assets

The total net deficits at October 31, 2011 and 2010 were $645.2 million and $655 million,
respectively



Assets and Liabilities

The summary schedule of net assets presents the financial position of the Organization at
the end of the fiscal year. Net assets (deficit) are the difference between total assets and
total liabilities. A summarized comparison of the Organization’s assets, liabilities, and net
deficit at October 31, 2011 and 2010 is asfollows:

October 31 2011 vs 2010
Increase
i 2011 r 2010 (decrease)
Asséts:
Bank deposits, investments, and
rents and other receivables $ 9,248,838 6,544,951 2,703,887
Bond resolution restricted assets
(current and noncurrent) 337,916,522 513,504,899 (175,588,377)
Battery Park City project assets, net 435,004,886 470,207,028 14,797,858
Other current and noncurrent assets 258,892,261 236,004,948 22,887,313
Totd assets $ 1,091,062,507 1,226,261,826 (135,199,319)
Liabilities:
Current liabilities $ 232,275,470 369,026,727 (136,751,257)
Long-term liabilities 1,503,941,663 1,512,253,501 (8,311,838)
Totd liabilities 1,736,217,133 1,881,280,228 (145,063,095)
Net assets (deficit):
Invested in capitd assets,
net of related debt 9,371,055 7,208,862 2,162,193
Restricted 90,083,490 103,592,326 (13,508,836)
Unrestricted (744,609,171) (765,819,590) 21,210,419
Tota net deficit (645,154,626) (655,018,402) 9,863,776
Totd liabilities and
net deficit $ 1,091,062,507 1,226,261,826 (135,199,319)
Assets

At October 31, 2011, the Organization maintained total assets of approximately
$1.1 billion; approximately $135.2 million lower than total assets of $1.23 hillion at
October 31, 2010.

Bank deposits, investments, and rents and other receivables held at October 31, 2011
increased approximately $2.7 million. Bank deposits and investments increased a net $575
thousand and rents and other receivables increased by approximately a $2.2 million. The
increase in bank deposits and investments primarily relates to an increase in the collection
of transaction and administrative payments in 2011 held in the Unpledged Fund offset by a
decrease in bank deposits held by the Conservancy. Increases in rents and other
receivables due the Authority of $2.2 million primarily relates to amounts due from the
City on Pier A restoration ($1.2 million), Goldman Sachs Site 26 PILOT ($1.2 million),
and reimbursements due from Lower Manhattan Development Corporation for payments to



pedestrian managers ($347 thousand). These increases were offset by reductions in
receivables from the north cove licensee ($83 thousand) and a prepayment of bond debt
service subsidy from the federal government ($631 thousand).

Bond Resolution restricted assets are funds and accounts established in accordance with the
2003 and 2009 Revenue Bond resolutions, approximately $337.9 million at October 31,
2011, $175.6 million lower than the investment fair value of assets held at October 31,
2010, $513.5 million 8. Funds held in the Pledged Revenue Fund (“PRF") at October 31,
2011 were approximately $159.2 million less than funds held at October 31, 2010
attributable primarily to a lump sum payment of ground rent in the amount of $169.3
million received from Goldman in prior fiscal year ended October 31, 2010.

Funds held in the Project Operating Fund for payment of budgeted operating expenditures
at October 31, 2011 were approximately $565 thousand higher due to expected advance
funding for certain projects to be reimbursed. Funds held in the Residual Fund for the
benefit of the City were also $26 thousand lower at October 31, 2011.

Funds held under the resolution for project infrastructure and certain other asset costs were
$47.1 million as of October 31, 2011, approximately $21 million less than funds held at
October 31, 2010. In addition, funds held in the debt service funds were approximately $3.8
million higher at October 31, 2011 compared to 2010.

Project Assets

At October 31, 2011, the Authority’s investment in project assets, net of accumulated
depreciation was approximately $485 million, an increase of $14.8 million over
October 31, 2010.

The Battery Park City project (the “Project”) consists of approximately 92 acres of landfill
created, owned, and operated by the Authority. The Project’s current plan of development
includes approximately 35acres of parkland and open spaces and provides for the
construction by private developers of approximately 10.2 million square feet of office
space, a 502,000-square-foot commodities trading facility, retail space, a marina, two
hotels, a multiplex cinema, museums, community and cultural facilities, three public
schools, a community center, a public library, four not-for profit condos owned by the
Authority and approximately 8,500 residential units. A total of 471 residential unitsin two
residential buildings on Sites 23 and 24 are substantially complete and the community
center is scheduled to open in 2012.

The Authority’ s project assetsinclude land, site improvements, and aresidential building
constructed by the Authority on Site 22. Additionally, condo units owned by the Authority
on Sites 1, 16/17, 3, and a community center on Sites 23 and 24, and related infrastructure
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improvements are included in project assets. The balances at October 31, 2011 and 2010

are asfollows:
October 31 2011 vs
2011 2010 2010
Land $ 83,015,653 83,015,653 —
Steimprovements 371,669,435 365,965,372 5,704,063
Residentia building and condominium
units 123,041,419 106,086,327 16,955,092
¥ L
577,726,507 555,067,352 22,659,155
Less accumulated depreciation (92,721,621) (84,860,324) (7,861,297)
Totd Battery Park City
project assets $ 485,004,886 470,207,028 14,797,858

For the year ended October 31, 2011, the increase to site improvements of approximately
$5.7 million, relates to resurfacing of the ballfield on Sites 23 and 24 and minor
improvements in the north and south neighborhood parks and the esplanade.

For the year ended October 31, 2011, the increase to residential building and condominium
of approximately $17 million, principally relates to $16.7 million for the build out of the

community center on Sites 23 and 24..
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Other Current and Noncurrent Assets

Other current and noncurrent assets at October 31, 2011, and 2010 are as follows:

October 31
2011 vs
2011 2010 2010
Residentid lease required funds $ 20,588,758 19,691,803 896,955
Corporate-designated, escrowed and
OPEB funds 101,022,346 97,134,530 3,887,816
Deferred costs:
Bond issuance costs, net 36,067,978 37,605,986 (1,538,008)
Costs of leases, net 3,669,793 3,733,935 (64,142)
L4
Totad deferred costs, net 39,737,771 41,339,921 (1,602,150)
Accumulated decrease in fair value of
interest rate swap 92,948,044 72,595,808 20,352,236
Other assets 4,595,342 5,242,886 (647,544)
Totd other current and
noncurrent assets $" 258,892,261 236,004,948 22,887,313

Total other current and noncurrent assets increased approximately $22.9 million from $236
million at October 31, 2010 to $258.9 million at October 31, 2011.

Residential lease required funds increased $897 thousand from $19.7 million at October
31, 2010 to $20.6 million at October 31, 2011 and primarily relate to security deposits
received from ground lease tenants; $651 thousand from Site 3 and $206 thousand from
Pier A coupled with interest earned and gains on investments on all residential funds held.

Overall, corporate-designated, escrowed and OPEB funds increased approximately
$3.9 million from October 31, 2010. Deposits and interest earnings on the Authority and
Conservancy OPEB funds accounted for approximately $3.1 million of the increase.
Interest earnings on all funds held offset by $166 thousand withdrawn for the public library
accounted for overall increase of funds held.

In June 2008, GASB issued GASB No. 53. GASB No. 53 addresses the recognition,
measurement, and disclosure of information regarding derivative instruments for state and
local governments. In accordance with GASB No. 53, effective for fiscal years beginning
after June 15, 2009, the Authority evaluated the Swaps, determined the Swaps to be
effective hedges and retroactively recorded the negative fair value of approximately $92.9
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million, $72.6 million, and $50.8 million a October 31, 2011, 2010, and 2009,
respectively, as an asset and liability for the accumulated decrease in the fair value of the
interest rate swap agreements.

Bond issuance costs were amortized $1.5 million for the fiscal year ended October 31,
2011. Costs of leases decreased $64 thousand and reflect the amortization expense for the
year. Other assets decreased by $648 thousand primarily due to depreciation and

amortization offset by purchases of equipment, software, and other assets.

Liabilities
Total liabilities at October 31, 2011 and 2010 are as follows:
October 31
2011 s
2011 2010 2010
Current liabilities:
Accrued interest on bonds 18,579,617 18,950,389 (370,772
Accounts payable and other ligbilities 6,384,999 9,307,850 (2,922,851)
Dueto the City of New York 87,623,785 110,215,449 (22,591,664)
Dueto the City of New York-2010 Agreement 37,014,687 104,413,243 (67,398,556)
Dueto the Sate of New York-2010 Agreement — 66,175,000 (66,175,000)
Dueto the Port Authority of NY & NJ 20,656,496 — 20,656,496
Deferred revenue 41,801,825 40,325,453 1,476,372
Security and other deposits 134,061 299,343 (165,282)
2003 Revenue Bonds 19,825,000 19,095,000 730,000
2009 Revenue Bonds 255,000 245,000 10,000
Totd current liabilities 232,275,470 369,026,727 = (136,751,257)
Noncurrent liabilities:
Deferred revenue 316,208,835 328,076,513 (11,867,678)
Security and other deposits 21,099,455 20,248,187 851,268
Other Post Employ ment Benefits - Authority 17,633,427 16,869,575 763,852
Other Post Employ ment Benefits - Conservancy 8,769,643 7,630,939 1,138,704
Far value of interest rate swaps 02,948,044 72,595,808 20,352,236
Bonds outstanding:
2003 Revenue Bonds 083,612,833  1,004,611,571 (20,998,738)
2009 Revenue Bonds 88,410,789 88,738,637 (327,848)
Unamortized loss on extinguishment (24,741,363) (26,517,729) 1,776,366
Tota noncurrent liabilities 1,503,941,663  1,512,253,501 (8,311,838)
Totd liabilities $ 1,736,217,133  1,881,280,228  (145,063,095)

The Organization's total

liabilities decreased approximately $145.1 million from

$1.88 hillion at October 31, 2010 to $1.74 billion at October 31, 2011.
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Total liabilities comprise amounts due to the City, accrued interest on bonds, deferred
revenue, security and other deposits, OPEB, outstanding bonds, and accounts payable and
accrued expenses.

The $145.1 million decrease in total liabilitiesis due to:

a $371 thousand decrease in accrued interest payable on bonds from $18.9 million
at October 31, 2010 to $18.6 at October 31, 2011 resulting from accrued interest on
less bonds outstanding and lower interest rates on the Authority’ s variable rate
debt.

a$2.9 million decrease in accounts payable and other liabilities from $9.3 million at
October 31, 2010 to $6.4 million at October 31, 2011 primarily dueto aPILOT
credit due on the Goldman lease. The terms of the lease require the Authority to
provide Goldman with up to $6 million in credits against future PILOT. A

$6 million liability was recorded in fiscal year 2010 and was offset by PILOT
revenue earned during each period resulting in a $3.1 million decrease in the period
ended October 31, 2011. Additionally, the lease provides for interest earnings on
the unused credit at arate of 7.75% to be paid by the Authority, under which a $272
thousand increase in interest payable was recorded for the fiscal year ended October
31, 2011. In addition, amounts due to developers and accrued expenses decreased
by approximately $140 thousand and $600 thousand respectively which was offset
by increases in amounts held for retention of $700 thousand.

a$87.6million provision was recorded for the fiscal year ended October 31,
2011 representing fiscal 2011 PILOT related excess revenues to be transferred to
the City, a decrease of $22.6 million from prior fiscal year provision of $ 110.2
million which was paid June,2010. Amounts due the City and the State under the
2010 Agreement decreased $67.4 million and $66.2 million respectively. The
balance of the $200 million due to both the City and the State, $66.2 million each,
was charged to operations as a provision for the fiscal year ended October 31, 2010
and paid May 2011. In addition, a provision in the amount of $38.2 million was
charged to operations for the fiscal year ended October 31, 2010 and was paid in
June 2011 under the 2010 Agreement to the City 421-A fund. A provision in the
amount of $37 million was charged to operations and recorded as a liability for the
year ended October 31, 2011 for payment under the 2010 Agreement for the City
421-A fund.

a%$20.6 million increase in amounts due to the Port Authority of New York &
New Jersey (PANYNJ) relating to the Authority’ s agreement to pay up to $40
million of Special Fund moniesfor the construction of a planned pedestrian
concourse.
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a 10.4 million decrease to $358 million in total deferred revenue from $ 368.4
million at October 31, 2010 primarily due revenue recognized on leases such as
Goldman lease ($2.7 million), Sites 23 and 24 ($2.3 million) and site16/17 ($2.4
million) aswell as other upfront lease payments received during prior years.

a $686 thousand increase in total security and other depositsto $21.2 million at
October 31, 2011 relating to the use of funds from prior deposits received for the
public library of $165 thousand. The above decreases were offset by a security
deposits received from Site 3 of $624 thousand and Pier A of $208 thousand as well
as interest earnings on funds held.

anet $764 thousand increase in OPEB for the Authority relating to the annual
normal cost incurred for current employees and interest expense, offset by actual
costs for retiree benefits paid. In accordance with GASB Statement No. 45, a$17.6
million net accrued postretirement medical benefit liability for al eligible current
and retired employees was recorded during the fiscal year ended October 31, 2011.
The annual required OPEB obligation isincreased by normal costs for current
employees and interest expense and offset by an amortization credit and the actual
cost of retiree benefits paid during the year.

a $1.1 million increase in OPEB for the Conservancy relating to the annual
normal cost incurred for current employees and interest expense, offset by actual
costs for retiree benefits In accordance with GASB Statement No. 45, a $8.8 million
net accrued postretirement medical benefit liability for all eligible current and
retired employees was recorded during the fiscal year ended October 31, 2011. The
annual required OPEB obligation is increased by norma costs for current
employees and interest expense.

a $21 million decrease in2003 Revenue Bonds outstanding relates to a payment
of principal of $19 million and a $1.2 million decrease due to the amortization of
the net bond premium.

a $ 318 thousand decrease in2009 Revenue Bonds outstanding relates to a
payment of principal of $ 245 thousand and a $73 thousand due to the amortization
of the net bond premium.

a $1.8 million decrease relating to the amortization of the loss on
extinguishment of debt. The lossis being amortized over the maturity period of
the retired debit.

In June 2008, GASB issued GASB No. 53 which addresses the recognition,
measurement, and disclosure of information regarding derivative instruments for
state and local governments. In accordance with GASB No. 53, effective for fiscal
years beginning after June 15, 2009, the Authority evaluated the effectiveness of the
Swaps, determined the Swaps to be effective hedges and recorded the negative fair
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Net Assets (Deficit)

The net deficits at October 31, 2011 and 2010 were $645 million and $655 million,
respectively. Net assets invested in capital assets, net of related debt, was $9.4 million and
$7.2 million at October 31, 2011 and 2010, respectively. Although investment in capital
assets is reported net of related debt, the resources needed to repay this debt must be
provided from other sources, since capital assets cannot be used to liquidate these
liabilities. The Organization’s $90.1 million and $103.6 million of restricted net assets at
October 31, 2011 and 2010, respectively, represent resources that are subject to various
external restrictions on how they may be used. These assets are generally restricted under
bond resolutions and other agreements and for debt service. The remaining balance is
classified as an unrestricted deficit totaling approximately $744.6 million at October 31,
2011 resulting primarily from debt issued for noncapital purposes, approximately
$545 million, and upfront lease payments and deferred PILOT revenue, which are
transferred to the City annually or held in the Joint Purpose Fund as restricted assets.

The change in total net assets from October 31, 2010 represents a positive change in the

deficit position of approximately $9.9 million from $655 million at October 31, 2010 to
$645.2 million at October 31, 2011.
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Mission Statement and Measurement Report

MISSION STATEMENT

The Hugh L. Carey Battery Park City Authority (“BPCA”)isaNew Y ork State public
benefit corporation whose mission is to plan, create, co-ordinate and maintain a balanced
community of commercial, residential, retail, and park space within its designated 92-acre
site on the lower west side of Manhattan. There is recognition that, as development of new
parcelsis completed, the importance of maintenance within the mission will become more
significant.

PUBLIC BENEFIT

All decisions will reflect the public interest and support a public benefit to our
stakeholders, the City of New Y ork, tenants of BPCA, residents and workers in Battery
Park City, the downtown community, and tourists/visitors to Battery Park City, in the
development of properties, creation of spaces, and in the provision of opportunity to the
M/WBE community to share in the economic growth of the Battery Park City community.
Asan integral part of the lower Manhattan fabric, the Authority will seek to cooperate with
and support both public and private sector entities whose missions are in concert with that
of the Authority, and whose efforts directly benefit furtherance of same.

THE MISSION WILL BE ACCOMPLISHED BY FOLLOWING THESE
CORE VALUES:

PUBLIC PRIVATE PARTNERSHIPS

Public-private partnerships will continue to be the model for private sector devel opment
utilizing a competitive public bid process to optimize value.

BALANCE AND ESTHETICS

New development will continue according to the approved Master Plan utilizing adaptable
and sustainable quality design to create amodel mixed use development which exemplifies
excellence in architecture and urban planning.

ENVIRONMENTAL RESPONSIBILITY
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All new development, as well as maintenance of parks, public spaces, and other property
under Authority stewardship, will employ the latest high-performance environmental
designs and techniques available.

PERFORMANCE MEASURES

Complete development of office buildingsin Battery Park City (BPC).
0 BPCA has completed development of the office buildings on its site.
Compl ete development of residential buildingsin BPC.

0 BPCA’sdeveloper Milstein completed the last residential building on site,
located at Sites 23/24.

Complete development of public buildingsin BPC.

o0 Pursuant to an agreement with New Y ork City, BPCA isworking on the
development of Pier A, and will be announcing the selection of a developer
for the historic site shortly. BPCA has completed the substructure and core
and shell renovation while adhering to its “green” construction standards
and preserving the landmarked historic features of the pier.

Complete Battery Park City Community Center —

0 The Center will be home to two swimming pools, agym, alocker room,
classrooms, ateaching kitchen and a café among its services. Asphalt
Green, which operates asimilar facility uptown was selected through an
RFP process in conjunction with representatives of the Community Board.
The center is expected to open in Spring 2012.

Complete construction of the BPC park system.

0 Although the park system islargely built out, there is a continuing need for
infrastructure maintenance. BPCA annually reviews the maintenance and
construction needs of the park system and updates it maintenance and its
construction plans accordingly.

Maximize revenues/ collect rents and PILOTs due under |eases, etc.

0 BPCA has been reviewing and continues to review its commercial core
leases to ensure that all revenues due to it under these leases are being
collected, including periodic audits of leases. Also, it iscurrently pursuing
arbitration to ensure that lease provisions are interpreted in such away asto
maximize these revenue streams.

Advance sustainable devel opment/operation of BPC.

0 BPCA’s Green Guidelines were utilized in the development of Pier A and of
the Community Center, which islocated in the base of the residential
buildings on sites 23/24. The construction of these buildingsis being
accomplished in accordance with BPCA’s “green’ design and construction
guidelines. Additionally, BPCA is analyzing methods to retrofit older
buildings (built before the green guidelines were adopted).

Adapt operations/build environment to changing needs of
community/tenants/residents.
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0 AsBPCA plansfor the future, one of its foremost considerationsis the
evolving needs of the BPC community, commercial tenants and residents.
BPCA works closely with Community Board 1 and its Battery Park City
subcommittee to keep abreast of the concerns and aspirations of the
community as an example, our ballfields were converted to agreen astro-
turf to maximize usefulness to the community in accordance with its desire
for longer playing seasons.
e Maximize opportunities for M/WBE participation in BPCA contracts and
development projects.
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Schedule of Outstanding Bonds and Notes

Bonds, Notes, and Refinancing

The 2003 Revenue Bonds, issued in October 2003, totaling $1.07 billion, included
$433 million (including a net premium) of senior lien and $635 million of junior lien debt
obligations. At October 31, 2011, the Authority was responsible for debt service on the
2003 Revenue Bonds of $1 hillion.

Outstanding Standard &

debt Fitch Moody’s Poor’s (S&P)
2003 Series Senior A Bonds $ 382,712,833 AAA Aaa AAA
2003 Series Junior B Bonds * 235,000,000 AA Aa3 AA+
2003 Series Junior C Bonds * 385,725,000 AA Aa3 AA+

* The junior lien debt obligations are insured and also carry underlying Fitch, S&P and
Moody’ sratings of AA, AA+ and Aa3, respectively.

The 2009 Revenue Bonds, issued in December 2009, totaling $89 million, included
$56.6 million of federally taxable build America bonds and $32.5 million (including a net
premium) of tax-exempt bonds. At October 31, 2011, the Authority was responsible for
debt service on the 2009 Revenue Bonds of $88.7 million.

Outstanding Standard &

debt Fitch Moody’s Poor’s (S&P)
2009 Senior Revenue A Bonds $ 56,600,000 AAA Aaa Not rated
2009 Senior Revenue B Bonds 32,065,789 AAA Aaa Not rated

Requests for Information — This financial report is designed to provide a general overview
of the Organization’'s finances for all persons with an interest in its finances. Questions
concerning any of the information provided in this report or requests for additional
financial information should be addressed to the Office of the Vice President, Community
Relationg/Press, One World Financia Center, 24th Floor, New York, NY 10281. The
Authority’s Web siteis: www.batteryparkcity.org.
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At October 31, 2011, the 2003 Series A Bonds consist of the following seria bonds:

Y ear ended October 31:

2012
2013
2014
2015
2016 — 2020
2021 — 2025
2026 — 2027

Totas

Coupon Principal
rates amounts Interest

3.00% — 5.50% 14,375,000 18,236,211
3.40% — 5.50% 15,205,000 17,531,970
3.50% — 5.50% 16,140,000 16,735,258
3.625% — 5.25% 17,165,000 15,880,183
3.75% — 5.25% 103,310,000 64,458,022
4.25% —5.25% 134,935,000 33,753,233
4.625% — 5.00% 64,025,000 3,231,869

$ 365,155,000 169,826,746

The Authority issued certain of the 2003 Series A Bonds at a discount and others at a
premium, resulting in an overall net premium of approximately $27 million, which is being
amortized on a straight-line basis, over the lives of the 2003 Series A Bonds. At October
31, 2011 and 2010, the unamortized net bond premium was approximately $17.6 million
and $18.7 million, respectively.

The 2003 Series A Bonds maturing after November 1, 2013 are subject to redemption, in
whole or in part, at any time on or after November 1, 2013 at the option of the Authority, at

aredemption price of par plusinterest to the redemption date.

As of October 31, 2011, principal and interest payments due on the 2003 Series B Bonds
and the 2003 Series C Bonds are as follows:

Y ear ended October 31:

2012
2013
2014
2015
2016 —2020
2021 - 2025
2026 — 2030
2031 -2035

2036 — 2040

Total

Junior B Junior C Total

Principal Interest Principal Interest Principal Interest
— 1,170,738 5,450,000 1,886,984 5,450,000 3,057,722
— 1,170,738 5,450,000 1,860,212 5,450,000 3,030,950
— 1,170,738 5,450,000 1,833,440 5,450,000 3,004,178
— 1,170,738 5,450,000 1,806,668 5,450,000 2,977,406
— 5,853,688 27,300,000 8,631,638 27,300,000 14,485,326
— 5,853,688 30,825,000 7,928,137 30,825,000 13,781,825
— 5,853,688 144,225,000 6,320,221 144,225,000 12,173,909
35,925,000 5,761,212 161,575,000 1,467,065 197,500,000 7,228,277
199,075,000 2,557,252 — — 199,075,000 2,557,252
$ 235,000,000 30,562,480 385,725,000 31,734,365 620,725,000 62,296,845
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The 2003 variable-rate Junior Revenue Bonds were issued as Auction Rate Securities
(“ARS’) and the principal and interest are insured by municipal bond insurance policies.
Interest rates on these bonds are reset periodicaly through an auction process in the
secondary market. The 2003 Series B Bonds reset on a seven-day auction cycle and the
2003 Series C Bonds reset on a 35-day auction cycle.

Interest in the above table is based on actual auction rates in effect closest to October 31,
2011, which was 0.490%, 0.492%, and 0.492% for SeriesB1, B2 and B3 of the 2003
SeriesB Bonds, respectively; and 0.490%, 0.492%, 0.478%, 0.482%, and 0.486% for
Series C1, C2, C3, C4 and C5 of the 2003 Series C Bonds, respectively.

The 2003 SeriesB Bonds in entirety and $100 million of the 2003 Series C Bonds are
insured by Assured Guaranty Municipal Corporation (“AGMC”). The remaining
$300 million of the 2003 Series C Bonds are insured by AMBAC Assurance Corporation
(“AMBAC").

In February 2008, the auctions for the Authority’s ARS in the secondary market began to
fail intermittently due to insufficient investor orders to support the product resulting in
higher interest rates paid on the 2003 Series B and C Junior Revenue Bonds (variable-rate
subordinate debt). On any failed auction date, the reset rate is set at a percentage of the
30-day London Interbank Offered Rate (“LIBOR”) based on the prevailing rating of the
series bonds. The rates applied to the 30-day LIBOR on the 2003 Series B and C Bonds are
175%, 200%, or 225% for bonds rated AAA/AAA/Aaa, AA/AA/Aa, and A/A/A,
respectively, depending on the prevailing rating of the series of bonds outstanding. The
reset rates on auctions that settled from November 1, 2010 through October 31, 2011
ranged from a low of 0.370% to a high of 0.528% on the 2003 Series B Bonds and from a
low of 0.370% to a high of 0.530% on the 2003 Series C Bonds.

On October 2, 2003, the Authority executed Swaps with three counterparties. The Swaps
were executed in conjunction with the Authority’s issuance of $400 million of its 2003
Series C Bonds (the “Bonds’). The total notional amount of the Swaps was $400 million.
The effective date for the Swaps was October 16, 2003, which coincided with the delivery
date of the Bonds. The Authority executed the Swaps in order to effectively convert the
variable-rate Bonds to a net fixed rate. Based on the Swaps, the Authority owes interest
calculated at a fixed rate of 3.452% to the counterparties that is paid semiannualy. In
return, the counterparties owe the Authority floating-rate interest equal to 65% of 30-day
LIBOR, which is paid to the Authority on a monthly basis. The amortization schedules of
the total amount of the Swaps and the Bonds are identical, with each having a fina
amortization of November 1, 2033.
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2003

Series C
Bonds Interest-rate swaps
Principal Payment Receipts Net payment
Y ear ended October 31:

2012 5,450,000 (13,221,160) 602,375 (12,618,785)
2013 5,450,000 (13,033,026) 593,742 (12,439,284)
2014 5,450,000 (12,844,892) 585,108 (12,259,784)
2015 5,450,000 (12,656,758) 576,475 (12,080,283)
2016 — 2020 27,300,000 (60,460,917) 2,752,802 (57,708,115)
2021 — 2025 30,825,000 (55,517,222) 2,523,154 (52,994,068)
2026 — 2030 144,225,000 (44,217,964) 1,914,839 (42,303,125)
2031 - 2034 161,575,000 (10,211,449) 340,610 (9,870,839)
Totals $ 385,725,000  (222,163,388) 9,889,105  (212,274,283)

The above table includes payments based on the Authority’s pay-fixed-rate interest rate
Swap payment obligation at an effective interest rate of 3.452% while the receipts are
based on the floating rate equal to 65% of 30-day LIBOR on October 31, 2011 (65% of
0.2437% or 0.1584%), which the counterparties are obligated to pay the Authority on a
monthly basis. Receipts are projected based on the latest interest rate at October 31, 2011,
but will vary monthly.

In June 2008, GASB issued GASB No. 53 which addresses the recognition, measurement,
and disclosure of information regarding derivative instruments for state and loca
governments. In accordance with GASB No. 53, effective for fiscal years beginning after
June 15, 2009, the Authority evaluated the effectiveness of the Swaps, determined the
Swaps to be effective hedges and retroactively recorded the negative fair value of
approximately $92.9 million at October 31, 2011 and negative $72.6 million as at October
31, 2010 as a liability and recorded a corresponding asset for the accumulated decrease in
the fair value of the interest rate swap agreements (deferred outflows of resources per
GASB No. 53). The fair value was provided by the Authority’s financial advisor and
derived from financial models based upon reasonable estimates about relevant market
conditions at the time. The fair values take into consideration the prevailing interest rate
environment and the specific terms and conditions of each Swap. All fair values were
estimated using the zero-coupon discounting method. This method calculates the future
payments required by the Swap, assuming that the current forward rates implied by the
yield curve are the market’s best estimate of future spot interest rates. These payments are
then discounted using the spot rates implied by the current yield curve for a hypothetical
zero-coupon rate bond due on the date of each future net settlement payment on the Swaps.

The Authority is exposed to a limited degree of counterparty credit risk associated with the

Swaps. However, each of the counterparties carries a rating in the “Baal” or higher
category from at least one of the nationally recognized credit rating agencies. The
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counterparties are required to post collatera to the extent that they experience an
appreciable decline in credit rating and the Swaps have positive fair value for the
Authority.

The Swaps expose the Authority to basis risk should its interest payments on the
variable-rate Bonds significantly exceed the 65% of LIBOR receipts.

Cancellation of any or al Swap transactions is subject to afair value calculation at the time
of termination.

Debt service on the Senior 2003 and 2009 Bonds and the Junior 2003 Bonds is secured by
and payable, after satisfaction of certain administrative, operating, and maintenance
obligations of the Authority, solely from certain pledged |lease revenues and Swap receipts
which are required to be deposited and maintained in the PRF established under the 2003
General Bond Resolution. The PRF, including income and earnings on investments thereof,
has been pledged and assigned to a trustee for the benefit of the owners of the 2003 and
2009 Senior Bonds and the 2003 Junior Bonds and certain other beneficiaries, as their
respective interest may appear. In addition, the Bonds, and certain swap payments and
reimbursement obligations, are secured by the Reserve Fund established under the 2003
General Bond Resolution. The rights to payment of the 2003 and 2009 Senior Bonds,
senior swap payments, and senior reimbursement obligations from amounts in the PRF and
the Reserve Fund are senior to the rights to payment of the 2003 Junior Bonds, junior swap
payments, and junior reimbursement obligations from such amounts. As of each
November 1, amounts in the PRF in excess of funding requirements for project operating
expenses and certain other amounts will be transferred into an unpledged Residual Fund
and may be used by the Authority for other purposes.

In September 2003, the Authority entered into an agreement with the City, which
supplemented the Settlement Agreement, to provide for the custody of the Special Fund.
The Authority established a new Special Fund to the credit of which shall be deposited
approximately $46 million. The Specia Fund was funded from the proceeds of the former
Special Fund created pursuant to a former 1993 Master Revenue Resolution upon the
dissolution of such existing Special Fund in connection with the 2003 refunding of
outstanding Authority bonds. The Special Fund may only be used by the Authority, as
necessary: (i) to pay debt service obligations of the Authority on its bonds, or (ii) for
purposes that are jointly agreed upon between the City and the Authority, as the same may
be amended from time to time. Neither the Special Fund nor the monies on deposit from
time to time therein may be pledged to secure any obligation pursuant to any Resolutions
authorizing additional bonds or other bonds or debt obligations of the Authority. Income
and earnings actually received by or for the account of the Authority from investments of
monies on deposit from time to time in the Special Fund shall be treated as revenues.

2009 Revenue Bonds

On December 22, 2009, the Authority issued $56,600,000 of fixed-rate Senior Revenue
Bonds (federally taxable — Build America Bonds), Series A (the “2009 Series A Bonds”)
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and $30,635,000 ($32,446,008 inclusive of net premium) of various fixed-rate Senior
Revenue Bonds, Series B (the“2009 SeriesB Bonds’), for a total of $89,046,008. The
bonds were issued for the following purposes:

e A total of $85,000,000 of bonds (including $55,000,000 of the 2009 Series A Bonds,
$30,000,000 of the 2009 Series B Bonds) were issued to finance certain infrastructure and
other capital improvements.

e Funds aggregating $1,544,849, representing the net proceeds of the bond issues after
payment of underwriting fees, other issuance costs and allocation of funds to infrastructure
and other capital improvements accounts, were deposited into a reserve fund.

The payment of principa commences in November 2032 on the 2009 SeriesA Bonds,
while payment on the 2009 Series B Bonds commences in November 2010.

The 2009 Series A Bonds were issued as “Build America Bonds’ (“BABS’) under section
54AA of the U.S. Tax Code for which the Authority expects to receive a cash subsidy
payment from the United States Treasury equal to 35% of the interest payable by the
Authority on the bonds. For the fiscal year ended October 31, 2011, the Authority received
payments from the U.S. Treasury in the amount of $1,894,331 pursuant to the subsidy.
BABs already issued will continue to receive subsidies. The Authority has no assurances
about future legidation or changes that may affect the availability, amount or receipt of
such subsidy payments.

At October 31, 2011, the 2009 Series A Bonds consist of the following term bonds:

Interest
Coupon Principal (net of BABs
rates amounts Interest BABs subsidy subsidy)
Y ear ended October 31:

2012 6.375% — 3,608,250 (1,262,888) 2,345,362
2013 6.375% — 3,608,250 (1,262,888) 2,345,362
2014 6.375% — 3,608,250 (1,262,888) 2,345,362
2015 6.375% — 3,608,250 (1,262,888) 2,345,362
2016 — 2020 6.375% — 18,041,250 (6,314,438) 11,726,812
2021 — 2025 6.375% — 18,041,250 (6,314,438) 11,726,812
2026 — 2030 6.375% — 18,041,250 (6,314,438) 11,726,812
2031 — 2035 6.375% 4,110,000 17,900,363 (6,265,127) 11,635,236
2036 — 2040 6.375% 52,490,000 8,799,094 (3,079,683) 5,719,411
Totals $ 56,600,000 95,256,207 (33,339,676) 61,916,531

The 2009 Series A Bonds maturing after November 1, 2019 are subject to redemption, in
whole or in part, at any time on or after November 1, 2019 at the option of the Authority, at
aredemption price of par plusinterest to the redemption date.
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As of October 31, 2011, principal and interest payments due on the 2009 Series B
Bonds are as follows:

Coupon
rates
Y ear ended October 31;
2012 2.00%
2013 2.00%
2014 2.00%
2015 2.50%
2016 — 2020 2.50% - 3.50%
2021 -2025 3.50% - 5.00%
2026 — 2030 4.00%
2031 -2035 4.125% - 5.00%
Totas

Principal

amounts Interest
255,000 1,429,506
115,000 1,425,806
310,000 1,421,556
310,000 1,414,581
1,680,000 6,932,919
1,920,000 6,559,569
2,125,000 6,092,706
23,675,000 3,846,278
30,390,000 29,122,921

The Authority issued certain of the 2009 SeriesB Bonds at a premium of
approximately $1.81 million, which is being amortized on a straight-line basis, over
the lives of the 2009 Series B Bonds. At October 31, 2011, the unamortized net bond
premium was approximately $1.7 million.

Compensation Schedule

(of Employees Earning More than $100,000 per year)

Battery Park City Authority

Name Title Grade Salary Department
Baldwin, Daniel Senior Development Counsel N/A $135,991 | Legd

Dawson, Gwen Vice President Asset Management N/A $109,057 | Strategic Planning
Druckman, Sidney | Director, Specia Projects N/A $106,186 | Specia Events
Ford, Allyson Special Counsel N/A $110,000 | Legd

Garcia, Luis Assistant Treasurer N/A $116,291 | Finance

Gelb, Stephanie Vice President, Architecture & Design | N/A $120,534 | Planning & Design
Horwitz, Gayle CEO/President N/A $210,000 | Executive

Holden, Robert V.P. Human Resources/Admin. Ops. N/A $125,908 | Human Resources
Jaffee, Carl Senior Development Counsel N/A $138,609 | Legd

Kimball, Wilson Senior Vice President, Operations N/A $138,555 | Operations
Koenig, Karl Controller N/A $120,000 | Finance
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Miller, Lisa Vice President, Internal Audit N/A $128,984 | Interna Audit

Molinski. Stan MIS Director N/A $123,900 [ MIS
V.P. Communit . .
Remauro, Letida | RelationdDiverd ty/Press N/A $133,681 | Community Relations
Serpico, Robert Senior V.P. Finance/CFO N/A $179,871 | Finance
Taylor, Phyllis General Counsel, EVP, CAO N/A $205,000 | Lega
Battery Park City Parks
Conservancy
Name Title Grade | Salary Department
Abigail Ehrlich Director Parks Programming N/A $100,008.71 | Parks Programming
Eric Fleisher Director Horticulture N/A $100,016.05 | Horticulture
Tessa Huxley Executive Director N/A $133,041.09 | Administration
Vincent McGowan Assistant Director N/A $118,592.23 | Administration
Bruno Pomponio Director of Maintenance N/A $100,507.69 | Maintenance

Biographical Information

Gayle M. Horwitz
President & CEO

Gayle M. Horwitz was appointed President & CEO of the Battery Park City Authority in
October 2010; prior to that she served as Chief Operating Officer. From 2007 to 2010 she
served as First Deputy Comptroller for the New Y ork City Comptroller Office. As First
Deputy Comptroller, Ms. Horwitz was responsible for managing the daily operations of the
Comptroller's office, which included a staff of more than 720 employees, a $66 million
operating budget, a $36.5 million capital budget and a pension portfolio of more than $100
billion. From 2002 to 2007, Ms. Horwitz served as Deputy Comptroller and Chief of Staff.
Before her tenure in the City Comptroller's office, Ms. Horwitz served as Special Assistant
to the President of the New Y ork City Board of Education, Assistant Vice President at
National Westminster Bancorp, and Director of Operations for the New Y ork City
Department of General Services. She was an Adjunct Assistant Professor at New Y ork
University's Robert F. Wagner Graduate School of Public Service in the 2002-2003
academic year. Ms. Horwitz received her Master's Degree in Public Administration from
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NY U, graduating first in the Class of 1990. She received an AB degree from Mount
Holyoke College and graduated from The Taft School in Connecticut.

Gwen Dawson, Esq.

Vice President Asset Management

Gwen Dawson began her professional career practicing law in Denver, Colorado, focusing
on real estate and business law. She later transitioned to full-time real estate planning and
development with a focus on large-scale public-private development projects in urban
settings. Prior to joining Battery Park City Authority, Ms. Dawson worked with the
Mayor’s Office of the City and County of Denver and the Colorado Community College
System.

Sidney Druckman
Director, Special Projects

Sidney has been BPCA'’ s Director Special Projectsfor 24 years. During that time, she has
managed all aspects of public arts and events for the BPCA; from artist competitiong/art
installations to the creation of music festivals, annual reports, videos and brochures. She
was a Founding Member of the World Financial Center Arts and Events Committee and
has worked on that committee for 20 years. Additionally, she was a Founding Partner of the
downtown River to River Festival, and has devoted 9 years to planning these annual
festivals.

Allyson Ford, Esq.
Special Counsel

Ms. Ford is a seasoned attorney with 18 years of experience in both public and private
sector. She served as Director of State Legidlative Affairs, Director of Operations and
Specia Counsel at the NY C Department of Housing Preservation and Development for the
past 11 years. Areas of expertise include: housing law, commercial litigation, labor law,
collective bargaining, arbitration, legislative processes and issue resolution. Ms. Ford
graduated with a BA from Wesleyan University in Middletown, Ct. She received her JD
from Boston College Law School.

Luis Garcia
Assistant Treasurer

Mr. Garciareceived his Bachelor’'s Degree in Accounting from Adelphi University Class
and his Master’ s Degree in Computer Science from Pace University. He began working at
BPCA in 1985 and held numerous positions over the years including Accountant, Senior
Accountant, Director of Accounting, and Assistant Treasurer. From 2003-2007 he also
served a Treasurer of the Battery Park City Parks Conservancy. Prior to coming to BPCA,
Mr. Garciaworking in the banking industry as an accountant and also as an Internal Branch
Auditor.
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Carl Jaffee, Esq.
Senior Development Counsel

Mr. Jaffee is an attorney specializing in real estate matters. His experience includes private
law firm practice in corporate matters and in real estate leasing and development matters,
as in-house corporate counsel, and positions with governmental entities, including New

Y ork Urban Development Corporation, the City of New Y ork and the Battery Park City
Authority. Mr. Jaffeeis agraduate of Harvard Law School and Harvard College.

Karl Koenig, CPA
Controller

Karl Koenig graduated Queens College with atriple concentration in German, Accounting,
and Economics. He worked for 3 years as an auditor for the NY C Comptroller’s Office
where he passed the CPA exam. He spent 4 years at a midsize accounting firm performing
various audits and prepared taxes for non-profit and for profit entities. He then spent 8
years as the director of Finance for a non-profit organization. He currently isthe Controller
for Battery Park City Authority.

Robert M. Serpico
Senior Vice President, Finance and Treasurer/CFO

Mr. Serpico has been with the Authority since June 1986 and has been chief financia
officer since December 1987. In addition, Mr. Serpico has served as President and Chief
Executive Officer of the Battery Park City Parks Conservancy, an Authority affiliate
responsible for care of the parksin Battery Park City for 17 years and is now Treasurer. He
was formerly Regiona Controller for Continental Telecom, Inc. from 1983 through 1986
and prior 6 yearswas in private sector audit jobs including the Controllership Division of
American Express Company. MBA, BS Syracuse University- Accounting, Finance,
Operations.

Phyllis Taylor, Esq.
Chief Administrative Officer/Executive Vice President & General Counsel

Ms. Taylor is Executive Vice President and General Counsel of Battery Park City
Authority. She is a former Vice President at Independent Fiduciary Services, Inc. in
Washington, DC, a leading provider of customized investment consulting services for
ERISA and non-ERISA-regulated defined benefit and defined contribution pension plans,
where she specialized in fiduciary audits for public and private sector institutional clients,
pension plan governance matters, and fiduciary training and education for institutional
clients. Among other positions, she has also served as Deputy Comptroller for Legal
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AffairgdGeneral Counsel to the New Y ork City Comptroller and as General Counsel to the
New York State Environmental Facilities Corporation. She is a graduate of Kirkland
College (now Hamilton College) and Syracuse University Law Schooal.

Battery Park City Parks Conservancy (“BPCPC”)

Abigail M. Ehrlich
Director of Parks Programming, Battery Park City Parks Conservancy

Ms. Ehrlich received her B.A. from Connecticut College and a M.S. from the Bank Street
Graduate School of Education. Prior to becoming Director of Parks Programming, Battery
Park City Parks Conservancy in 1998, she managed School and Family Programs at the
Museum of Television & Radio and the Whitney Museum of American Art. Shewas a
museum educator at the University of Washington’s Henry Art Gallery, The Brooklyn
Museum and The Frick Collection, and program manager for Washington State Arts
Commission’s public art in public schools.

Eric “T” Fleisher
Director of Horticulture, Battery Park City Parks Conservancy

Mr. Fleisher isthe Director of Horticulture at Battery Park City Parks Conservancy. A
national leader in the field of sustainable horticulture, Fleisher has brought this 37-acre
oasis of parkland on the Hudson River to the forefront as the only public garden spacein
New Y ork City to be maintained completely organically. His methods are based on the
development of balanced soil ecology, with an emphasis on composting, water
conservation, and the use of nontoxic means of pest and disease control. A 2008 Loeb
Fellow at Harvard University, Mr. Fleisher has a certificate in Advanced Environmental
Studies and is continuing to devel op protocols to help landscapes recover from the 20th
century's chemical interventions.

Tessa Huxley
Executive Director, Battery Park City Parks Conservancy

Tessa Huxley has been Executive Director of the Battery Park City Parks Conservancy for
twenty-two years. She holds a degree in Horticulture from Hampshire College and was a
Loeb Fellow in Environmental Design at the Harvard University Graduate School of
Design. A founder of the American Community Gardening Association, she worked in the
community greening movement for over ten years before being asked to take the idea of
BPCPC and turn it into aredlity.

Vincent McGowan
Assistant Executive Director, Battery Park City Parks Conservancy

Mr. McGowan received his B.S. from Fordham University. Heisalicensed red-estate
broker in New Y ork State. Prior to coming to BPCPC, he served as Chief Operating
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Officer of The Hudson River Park Conservancy. Additionally, he was employed as the
Athletic Director at Camp Winaukee, Center Harbor, N.H. Hisretail experience includes
being the owner/ operator of 4 retail businessesin NY C.

Bruno Pomponio
Director of Maintenance, Battery Park City Parks Conservancy

Mr. Pomponio joined Battery Park City Parks Conservancy in 1997 as a plumber. 1n 1998
he was promoted to foreman of the Maintenance Department, and in 1999 to Director of the
Maintenance Department. Heis certified by U.S. Department of Labor Occupational

Safety and Health Administration (OSHA) to conduct training in occupational safety and
health standards, and received accreditation in Construction Project Management from

New York University. Prior to joining Battery Park City Parks Conservancy, he was
employed by New Y ork Public Library as a plumber.

Projects Undertaken in FY 2011

Revenue & Budget

e The Authority funded approximately $9.5 million less than the $73 million
budgeted for FY 11 to meet the 2003 and 2009 Bond Resolution funding
requirements and related expenses to pay debt service for the 2011 bond year and to
fund a portion of the 2011 estimated bond requirements for the new debt structure.

e Tota FY11 estimated Operating Budgets of approximately $28.4 million ($27
million was funded in FY 11 in accordance with the bond resolution) is expected to
be commensurate with actual expendituresfor FY 11 of $26.6 million.

e FY11 total revenues from operations were budgeted at $217.5 million. Actual
results, however, were favorable in revenues. In addition, funded debt service and
operations expenses were lower than budgeted expectations resulting in actual total
excess revenues of $123.8 million, $12.5 million higher when compared to the
budgeted expectation.

Development/Construction

e Community Center- BPCA is constructing a 55,000 sguare foot community center,
containing a gym, swimming pools, theater, and classroom/meeting room facilities.

e Pier A: Foundation repair completed and deck reconstruction began on $30 million
project to restore and reopen this landmarked structure.
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2011.

Real Property Listing
Real Property valued at More than $15,000 Acquired or Disposed of in FY

2010)

No real property valued at more than $15,000 was acquired or disposed of in FY

Authority Code of Ethics

(as Contained in the Employee Handbook)

GUIDELINES REGARDING CONFLICTS OF INTEREST AND ETHICAL
STANDARDS

As a public entity, the Authority has a responsibility for maintaining the
highest level of honesty, ethical conduct, and public trust in al of its
activities. To meet this responsibility, this Conflict of Interest Policy has
been adopted concerning important aspects of ethical conduct.

This policy states in specific form the Authority’s position on conflicts of
interest. Personal integrity is the cornerstone of this policy. Each employee
has the primary responsibility for avoiding financial and other interests,
which create a conflict or the appearance of a conflict with hisor her job.

When an employee, regardiess of level or job assignment, is in a position
where his or her financial interest or involvement in a transaction may
present a conflict of interest or the appearance of such a conflict, the
employee must immediately notify the Ethics Officer and disqualify himself
or herself from participation in the transaction until advised in writing that
he or she may continue to participate in the transaction.

Any person who has a question as to whether a prospective personal or
business transaction, or relationship with a contractor, vendor, or consultant,
may be a violation of this policy or of the Public Officers Law should
consult with the Ethics Officer and may also request in writing, where
appropriate, aformal or informal opinion of the State Ethics Commission.

Each State agency has an obligation under the Public Officer's Law, to

appoint an Ethics Officer (the E.O.). The E.O. has numerous duties such as,
providing agency personnel with opinions regarding ethical issues, the
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acceptance of gifts, invitations, etc. The E.O. is responsible for ensuring
that all employees required to do so file their financia disclosure forms with
the New Y ork State Ethies Commission on Public Integrity. The E.O. must
also inform the New York State Ethies Commission on Public Integrity of
all new hires at the agency who are required to file financial disclosure
forms. In addition to this, the E.O. reviews all applications for outside
activities’employment and makes recommendations to the President/CEO
about whether such activity/employment should be alowed pursuant to
Ethics Commission Rules and Regulations. The E.O is also required to
report the receipt of honoraria by employees to the New York State Ethies
Commission on Public Integrity.

Violations of any provisions of this policy may be cause for disciplinary
action up to and including termination, as well as criminal prosecution
and/or fines up to ($10,000) ten thousand dollars.

. Application
1. Public Officers Law

The Authority guidelines, as they relate to employees, are divided into
three basic categories:

e General ethical standards;

e |ssuesarising during the course of employment; and

e [ssuesarising in connection with termination of employment and
post-employment activities.

The guidelines in these areas are drawn from and based on Sections 73 and
74 of the Public Officers Law. While the guidelines in some instances may
go further than the underlying statutory provisions, the statute is paramount
and controlling to the extent, if any, that it is more limiting or restrictive
than the guidelines. In view of the strong identification of the guidelines
with the statute, staff should also be aware of the possibility that in violating
the guidelines, a statutory provision may be violated as well, with
potentially serious consequences, because the legidation creating the
Authority makes its officers and employees subject to Section 73 and 74 of
the Public Officers Law. Moreover, certain employees are subject to the
financial disclosure and reporting requirements of Section 73-a of the Public
Officers Law. Copies of these sections of the Public Officers Law may be
obtained from the Human Resources Department. Any questions that arise
regarding the Public Officers Law should be addressed to the Authority’s
Ethics Officer.
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B. Guidelines

1.

Guidelines of General Application

a

No employee should have any interest, financial or otherwise, direct
or indirect, or engage in any activity, including any business
transaction, professional activity or incur any obligation of any
nature, which is in substantial conflict with the proper discharge of
his or her duties in the public interest, whether such conflicts be real
or apparent, existing or potential.

Each employee should pursue a course of conduct, which will avoid
encouraging the public to assume or believe that he or sheislikely to
engage in acts that would violate his or her trust.

Ethical Standards

It shall be a breach of ethical standards for any employee to:

a

Use his or her position as an employee of the Authority to secure
unwarranted privileges or exemptions for him or herself or another.

Disclose, or use to further his or her personal interest or the interest
of another (including, without limitation, the purchase or sae of
property or securities), information acquired by him or her during the
course of his or her official duties, which would not otherwise be a
matter of public knowledge or information.

I ssues During Employment

a

General Standards

In connection with any activities outside of the performance of the
employee's officia duties at the Authority, no outside activity
whether or not for compensation (including any such activity for or
before any public agency) should be undertaken nor should any
employee engage in any conduct, which would:

i. Impar or appear to impair the independent judgment of the
employee in the exercise of hisor her duties;

ii. Require an allocation of an amount of time sufficient to impair
the performance of the employee’ s obligation to the Authority;

iii. Result in an identification of the employee's outside activities
with those of the Authority;

34



iv. Result in transaction as representative of the Authority with any
business entity in which he or she has a direct or indirect
financial interest that might reasonably tend to conflict with the
proper discharge of hisor her official duties;

v. Create the impression, reasonably inferable, that any person may
improperly influence him or her or unduly enjoy his or her favor
in the performance of his or her official duties, or that he or she
is affected by the kinship, rank position or influence of any party
Oor person.

b. Investment Guidelines
No employee should have any:

i. Direct or indirect financial interest which conflicts or appears to
conflict with his or her responsibilities to the Authority; or

ii. Financial interest, direct or indirect, or engage in any business or
transaction or professional activity or incur any obligation of any
nature, which is in substantial conflict with the proper discharge
of hisor her dutiesin the public interest.

Investments in municipal bonds or other governmental obligations,
including obligations of the Federal government, the State, or any of their
agencies or subdivisions, including the Authority, are permitted. Caution
must be exercised in making such investments where the employee is privy
to information by reason of his or her employment activities, which is not
public information at the time of his or her investment, in order to avoid
possible infractions of Federal Securities laws.

For the purpose of determining whether an indirect investment exists,
employees are urged to disclose any financial interests or investments held
by members of their families on their Financial Disclosure form, so that the
facts may be analyzed to ascertain whether it is of sufficient magnitude to
require preventive action.

C. Outside Employment and Activities

Employees should be aware that as a condition of their employment
they are expected to devote full business time to their officia
responsibilities at the Authority. While outside activities are not
precluded (see part 930 and part 932 of the regulations of the State
Ethics Commission), employees should take care to avoid any
outside employment or activity, which would:
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Vi.

Require or induce the employee to disclose confidentia
information gained from Authority employment;

. Involve the employee on behalf of parties who have a substantial

business relationship with the Authority, or should have any
business relationship with the Authority where the performance
of the employee's duties directly involves him or her in such
relationship;

Result in the engagement of the employee to perform regular and
substantial outside consulting or professional activities, including
serving as , regular teaching, any business other than a passive
investment activity, or any legal practice, or result in the
maintenance of any publicly-listed place of business;

Lead the public to associate the personal business or activities of
the employee with the Authority, rather than the employee
individually. In performing persona business activities, care
should be exercised to avoid the implication of any endorsement
of such activities on the part of the Authority. Authority
stationery should not be used in conducting the personal affairs
or business of any employee, nor should office space be used to
such end.

An employee may attend and participate in political functions without
violating Section 3.a. (iii) or 3.c. (iv) above provided that he or she makes a
good faith effort to make it clear that he or she is doing so in his or her
personal capacity and not on behalf of the Authority and mere mention of or
reference to his or her affiliation or title with the Authority will not of itself
constitute a violation of those sections.

c. Gifts and Outside Compensation

No employee should accept any outside compensation or thing of
value for work required by or connected with his or her
Authority employment, unless the employee has complied with
the provisions of Part 930 of the regulations of the New Y ork
State Commission on Public Integrity.

. No employee, spouse or dependent child of an employee, shall

not solicit, accept or receive any gift having a nomina value
whether in the form of money, service, loan, travel,
entertainment, hospitality, thing or promise, or in any other form,
under circumstances in which it could reasonably be inferred that
the gift was intended to influence him or her, or could reasonably
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All employees are prohibited from accepting gifts or gratuities of
more than nominal value where the circumstances would permit the
inference that: (a) the gift was intended to influence the individual in
the performance of official business; or (b) the gift constituted a tip,
reward, or sign of appreciation for any official act by the employee.
This prohibition shall apply notwithstanding Public Officers Law §
73(5), which provides that gifts up to $75 may be alowed in certain
circumstances.

. Political Activity Policy

While Authority employees are free to participate in the political
process on their own time, there must be a clear separation between
political activities and the discharge of their duties as Authority
employees. No Authority employee is to conduct political activities
during work hours. Any political activity must be performed after
norma work hours or while on vacation or personal leave. In
addition, Authority equipment, vehicles and office space are to be
used for official Authority business only.

Receipt of Honorarium

The receipt of honorarium or outside speaking fees must be approved
in advance by the President and Chief Executive Officer and a fee
cannot be received from an organization, which is regulated by or
negotiates with Authority employees acting in their official capacity.
A fee cannot be received by an Authority employee from an
individual or organization, which attempts to influence Authority
positions or actions. An employee receiving approvals to accept
such a fee cannot aso be paid by the Authority for delivering a
speech or rendering a service. Authority personnel, equipment and
time cannot be used to prepare for delivery of a speech or to render a
service for which an honorarium is to be received unless the
honorarium is paid to the Authority. No honorarium is permitted
when the Authority sends an employee as its representative to an
event to make a speech or perform a service. If an employee is
required to file a Financia Disclosure form under the Ethics in
Government Act, he or she must disclose the receipt of honorarium
in excess of $1,000 from any source.
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4. Post Authority Employment

a. Pre-departure Negotiations — No employee, while involved in
dealings with a private firm on the Authority’s behalf, may discuss
with representatives of that firm possible future employment with the
firm, nor should employees participate in any activity on behalf of
the Authority with respect to an entity with which they are
negotiating or have made arrangements for post-Authority
employment. All employees should immediately notify the Ethics
Officer of the Authority of any understanding or arrangement for
employment upon leaving the Authority as promptly as possible after
such arrangement is made.

b. Two-year Prohibition — No person who has served as an Authority
officer or employee shal for a period of two years after the
termination of such service or employment appear or practice before
the Authority or receive compensation for any services rendered by
such former officer or employee on behalf on any person, firm
corporation or association in relation to any case, proceeding
application, or other matter before the Authority. The only exception
to this law is that former Authority employees may become
employees (not consultants) to federal, state or local government
entities.

c. Lifetime Prohibition — No person who has served as an Authority
officer or employee shall after the termination of such service or
employment appear, practice, communicate or otherwise render
services before any state agency or receive compensation for any
such services rendered by such former officer or employee on behalf
of any person, firm, corporation or other entity in relation to any
case, proceeding, application or transaction with respect to which
such person was directly concerned and in which he or she
personally participated during the period of his or her services or
employment, or which was under his or her active consideration.

C. Administrative Procedures
1. Administrative Responsibility

a. Subject to the power of the President and Members ultimately to
determine al matters encompassed by these guidelines and to
designate any other or further officers of the Authority to administer
same, the officer of the Authority responsible for administering these
guidelines shall be the:
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e Ethics Officer, in consultation with the General Counsel

Such officer is hereby authorized, in consultation with the General
Counsel, to establish appropriate procedures to implement these
guidelines, including procedures for disclosure of actual or potential
problems and appropriate review of such problems by individuals
designated by him or her.

b. It is recognized that the guidelines set forth herein are, by their
nature, general in scope and do not take account of the many factual
circumstances which can arise and to which their application may be
unclear or, in some case, inappropriate. At the same time it is also
recognized that disclosure of potential conflicts or ethical problems
to the Ethics Officer of the Authority and the New Y ork State Ethies
Commission on Public Integrity is occurring or, at least, that their
effects are limited. In view of the foregoing, it shall be the
obligation of each employee to bring any circumstances believed to
present a potential violation of these guidelines (including any
circumstances to which the employee is unsure whether or not the
guidelines apply) to the attention of the Ethics Officer and obtain the
advice of the New Y ork State Commission on Public Integrity where
there may be aviolation of the Public Officers Law.

Acting in Good Faith

Anyone filing a complaint concerning a violation or suspected violation of
the Code of Conduct must be acting in good faith and have reasonable
grounds for believing the information disclosed indicates a violation of the
applicable Code. Any allegations that prove not to be substantiated and
which prove to have been made maliciously or knowingly to be false

will be viewed as a serious disciplinary offense.

2. Administrative Remedies

In addition to any remedies, civil or otherwise, which the Authority may
have against any employee who shall breach these guidelines, and any
applicable penalties under the Public Officers Law, the Authority may
impose any one or more of the following:

a. Oral or written warnings,
b. Suspension with or without pay for a specified period of time;

c. Termination of employment
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XLII. TELEPHONE USAGE/ USE OF STATE PROPERTY

Authority telephones may not be used for non-governmental long-
distance calls except for toll-free calls, collect calls, and calls billed to a
personal telephone number. Authority telephones may be used for
incidental and necessary personal local calls that are of limited number
and duration and do not conflict with the proper exercise of the duties of
the employee. Authority employees who do not live within the five
boroughs of New York City may make brief, incidental and necessary
persona calls to their home area code which are of limited number and
duration and do not conflict with the proper exercise of the duties of the
State employee.

In addition, the Authority retains the right to, and may monitor any and
all incoming or stored phone or electronic transmissions.

All employees are required to submit their most current phone/voicemail
password to the Administration department, so that voicemail messages
can be retrieved in the event that the employee is absent.

Authority cell phones may not be used for non-governmental calls except
for incidental and necessary persona local calls that are of limited
number and duration and do not conflict with the proper exercise of the
duties of the employee. Employees are responsible for indicating all
personal calls on the cell phone bill, and are responsible for reimbursing
the Authority for these calls. Excessive personal use of an Authority cell
phone is grounds for discipline.

In addition, the Authority retains the right to, and may monitor any and
all incoming or stored phone or electronic transmissions. All cell phone
bills are subject to random verification.

XLIV. COMPUTER AND E-MAIL USAGE/ USE OF STATE PROPERTY

Computers, computer files, the e-mail system, and software furnished to
employees are Authority property intended for business use. Employees
cannot load personal software or use outside programs, use a password,
access a file, or retrieve any stored communication without
authorization. To ensure compliance with this policy, computer and e
mail usage may be monitored or accessed. All Authority employees are
required to submit their most current computer password(s) to the MIS
unit so that computers (Authority property) can be accessed in the event
that the employee is not present.
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Authority computers may be used for incidental and necessary personal
purposes, such as sending personal electronic mail messages, provided
that such use isin a limited amount and duration and does not conflict
with the proper exercise of the duties of the employee.

The Authority strives to maintain a workplace free of harassment and
sensitive to the diversity of its employees. Therefore, the Authority
prohibits the use of computers and the e-mail system in ways that are
disruptive, offensive to others, or harmful to morale.

For example, the display or transmission of sexually explicit images,
messages, and cartoons is not alowed. Other such misuse includes, but
is not limited to, ethnic dlurs, racial comments, off-color jokes, or
anything that may be construed as harassment or showing disrespect for
others.

E-mail may not be used to solicit others for commercial ventures,
religious or political causes, outside organizations, or other non-business
matters. E-mail must not be usedto supplant the use of the phone
especially in urgent or emergency situations.

The Authority purchases and licenses the use of various computer
software for business purposes and does not own the copyright to this
software or its related documentation. Unless authorized by the software
developer and the Authority, employees do not have the right to
reproduce such software for use on more than one computer.

Employees may only use software on local area networks or on multiple
machines according to the software license agreement. The Authority
prohibits the illegal duplication of software and its related
documentation. The installation, alteration, and removal of any software
without authorization is strictly prohibited. Employees should notify their
immediate supervisor, the Human Resources Department or any member
of management upon learning of violations of this policy. Employees
who violate this policy will be subject to disciplinary action, up to and
including termination of employment. Any unauthorized software will be
uninstalled without prior notification. MIS resources will not be used to
support any non-Authority equipment. This includes home PCs, software,
printers, internet connections, PDA, etc. Consultation with MIS personnel
regarding non-Authority computers mattersis also prohibited.

MIS service level agreement covers Authority related computing services only
during normal business hours unlessin the case of mission critical outages.
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All purchases of hardware and software must be made by the MIS Department
or must be approved in writing, in advance, by the Director of IT. Software
cannot be installed on aBPCA computer without advance permission in writing
from the Director of IT.

LIl PROHIBITION AGAINST THE USE OF STATE PROPERTY

Battery Park City Authority supplies, equipment, computers, personnel and other
resources may not be utilized for non-governmental purposes, including for
personal purposes or for outside activities of any kind. This prohibition includes
but is not limited to the following:

a. Official stationery may not be used for non-governmental purposes, nor may
Authority resources be used to mail personal correspondence. The designation
"personal’ on Authority stationary means only that the contents are meant for the
personal viewing of the addressee and not that the sender is acting unofficially. All
letters and other written materials printed on such official stationery are
considered official, and thus the designation "unofficial” has no meaning and may
not be used.

b. Under no circumstances may Authority mail, postage, internal office
mail, or inter-city couriers be used for non-governmental purposes.

c. Authority vehicles shall be used for only official business or incidental
use associated with official business away from an employee’ s work station.
Individuals who are authorized to use an Authority vehicle for personal
purposes shall keep records of such use, and the value of such personal use
shall be calculated and reported as persona income to such individual for tax
puUrposes.

LI, PROHIBITION AGAINST NEPOTISM IN HIRING AND
CONTRACTING

No employee may take part in any hiring or employment decision relating to a
family member. If a hiring or employment matter arises relating to a family
member, then the employee must advise his or her supervisor of the
relationship, and must be recused from any and all discussions or decisions
relating to the matter.

No employee may take part in any contracting decision: (i) relating to a family
member; or (ii) relating any entity in which a family member is an officer,
director or partner, or in which afamily member owns or controls 10% or more
of the stock of such entity.
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If a contracting matter arises relating to a family member, then the employee
must advise his or her supervisor of the relationship, and must be recused from
any and all discussions or decisions relating to the matter.

For the purposes of this paragraph, the term “family member" shall mean any

person living in the same household as the employee, and any person related to
the employee within the third degree of consanguinity or affinity.

Assessment of Internal Control Structure and Procedures

BPCA viewsrisk as a probability that an event or action will adversely affect the
organization. The primary categories of risk include errors, omissions, delays and fraud.
In order to achieve goals and objectives, management must effectively balance risk and
controls, decreasing risk to alevel at which management may reasonably choose to accept
the exposure. To achieve this balance, internal control procedures must be devel oped and
should be proactive, value-added, cost-effective and directly responsive to various types of
risk. By performing this balancing act, reasonabl e assurance can be attained and a
comprehensive framework can be formulated to manage and/or mitigate risks and enhance
the effectiveness of the internal controls.

BPCA’sinternal controls are contained in written policies and procedures manuals and
guidelines maintained companywide and by individual departments. These interna
controls are routinely monitored by both interna (1A, the ICO and the Internal Control
Working Group) and external (our independent auditors and the Office of the State
Comptroller) entities. The Finance Department, as well as the Operations Department,
updates significant internal control policies (e.g. investment guidelines, prompt payment
policy, procurement policy, etc) and presents them to the Board for approval.

Asindicated above, BPCA designated an individual asthe Internal Control Officer. The

I CO works with appropriate personnel within the agency or authority to coordinate the
internal control activities and to help ensure that the internal control program meets the
reguirements established by BPRM Item B-350. Although the ICO evaluates the adequacy
of the internal control reviews performed by agency or authority staff, program and line
managers are primarily responsible for conducting reviews to assure adherence to controls
and analyzing and improving control systems. The ICO acts on behalf of the agency head
in implementing and reviewing the agency's internal control program. With a broad
knowledge of agency operations, personnel and policy objectives at BPCA, the Senior Vice
President of Operations served as the Authority's Internal Control Officer ("ICO")in FY
2011.
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Several measures were taken in Fiscal Year 2011to sustain the effectiveness of the internal
control program. Most significantly was the hiring of internal auditorsin June.

Asone of thefirst steps, BPCA’s external auditor shared a presentation to our Board
regarding Audit Committee Best Practices including organizational, operational and
internal control practices. They completed arisk assessment of the Authority’s Operations
during the summer of 2011 and presented their findings to the Board in October 2011.
They have al'so completed a three year strategic plan to audit the Authority’ s operations.

A top priority in the new fiscal year isto perform a comprehensive review of internal
controls focusing on achieving the highest levels of integrity and persona and professional
standards; aleadership philosophy and operating style which promote internal control
throughout the organization; and assignment of authority and responsibility.

Enabling Legislation

Public Authorities Law

§ 1971. Statement of legislative findings and purposes. It is hereby
found and declared that there existson the lower West side of the
county of New York, North of Battery Park and on and adjacent to the
Hudson River, ablighted area, defined in thistitle as the Battery Park
project area, marked by substandard, insanitary, deteriorated and
deteriorating conditions, in which area there exists obsolete and
dilapidated buildings and structures, including piers, of defective
construction and outmoded design, lacking proper sanitary facilities and
adequate fire and safety protection, and with insufficient light and
ventilation and inadequate maintenance; buildings or structures
abandoned or not utilized in whole or in part; obsolete systems of
utilities; poorly or improperly designed street patterns and
intersections with inadequate accessto areas; traffic congestion; and
obsolete street widths, sizes and shapes, all of which hamper and impede
the proper and economic development of such area and of the city of New
Y ork and of the state as awhole.

It isfurther found and declared that such areais no longer suitable
or useful for piersor for facilities appurtenant to the loading and
unloading of commercial cargo, and that retaining piersin such area
creates a blighting effect on such area and on surrounding areas and is
detrimental to the development of such area and to the growth and
prosperity of the county and city of New York and of the state as a
whole.

It is hereby declared that the improvement of such area, the
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elimination of pier facilities and of the present structures therein,

and the replanning, reconstruction and redevelopment of such area
including the filling of the Hudson River at such area up to the present
pierhead line, the preparation of the resulting land for development,
and the creation in such area, in cooperation with the city of New Y ork
and the private sector, of amixed commercial and residential community,
with adequate utilities systems and civic and public facilities such as
schools, open public spaces, recreational and cultural facilities, is
necessary for the prosperity and welfare of the people of the city of
New York and of the state asawhole, and isa public use and public
purpose for which tax exemptions may be granted, and that the powers and
duties of battery park city authority as hereinafter recited are
necessary and proper for the purpose of achieving such ends.

It ishereby further found and declared that there continues to exist
throughout the city of New Y ork a seriously inadequate supply of safe
and sanitary dwelling accommodations for persons and families of low
income. This condition is contrary to the public interest and threatens
the health, safety, welfare, comfort and security of the people of the
state. The ordinary operations of private enterprise cannot provide an
adequate supply of safe and sanitary dwelling accommodations at rentals
which persons and families of low income can afford. In order to
encourage the investment of private capital and provide such dwelling
accommodations, provision should be made for mortgage loans at low
interest rates to housing companies which, subject to regulations as to
rents, profits, dividends and disposition of their property, supply such
dwelling accommodations and other facilitiesincidental or appurtenant
thereto to such persons and families.

Therefore, it is hereby found and declared that Battery Park city
authority, through the issuance of bonds and notes to the private
investing public, by encouraging maximum participation by the private
sector of the economy, including the sale or lease of the authority's
interest in projects at the earliest time deemed feasible, and through
participation in programs undertaken by the state, its agencies and
subdivisions, and by the federal government, may provide or obtain the
capital resources necessary to provide dwelling accommodations for
persons and families of low income, and facilities incidental or
appurtenant thereto, and, where necessary, to carry out the clearance,
replanning, reconstruction and rehabilitation of such substandard and
insanitary areas.

It is hereby further found and declared that the acquisition and
construction of adequate, safe and sanitary dwelling accommodations for
persons and familiesof low income and such facilities as may be
incidental or appurtenant thereto, are public uses and public purposes
for which public money may be loaned and private property may be
acquired and tax exemptions granted, and that the powers and duties of
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battery park city authority or its subsidiaries as hereinafter recited
are necessary and proper for the purpose of achieving the ends here
recited.

§ 1973. Battery park city authority. (1) Thereis hereby created the
battery park city authority which shall be abody corporate and politic,
constituting a public benefit corporation. I1ts membership shall consist

of seven members to be appointed by the governor with the advice and
consent of the senate. One of the members first appointed shall serve
for a term ending four yearsfrom January first next succeeding his
appointment; one of such members shall serve for a term ending five
years from such date; and one of such members shall serve for aterm
ending six years from such date. Provided, however, that two board
members first appointed on or after the effective date of the chapter of
the laws of two thousand five which amended this subdivision shall serve
an initial term of two years; provided further that two other board
members first appointed on or after the effective date of the chapter of
the laws of two thousand five which amended this subdivision shall serve
an initial term of four years. Their successors shall serve for terms of

six years each. Members shall continue in office until their successors
have been appointed and qualified and the provisions of section
thirty-nine of the public officerslaw shall apply. Inthe event of a
vacancy occurring in the office of amember by death, resignation or
otherwise, the governor shall appoint a successor with the advice and
consent of the senate to serve for the balance of the unexpired term.

(2) The members shall elect the chairman of the authority from among
their number. The members shall serve without salary or other
compensation, but each member shall be entitled to reimbursement for
actual and necessary expenses incurred in the performance of hisor her
official duties. Anything to the contrary contained herein
notwithstanding, any member who serves as an employee of the authority
shall be entitled to receive such salary as the members may determine
for services as such employee.

(3) Such members other than those serving as employees of the
authority may engage in private employment, or inaprofession or
business. The authority, its members, officersand employees shall be
subject to the provisions of sections seventy-three and seventy-four of
the public officers law.

(4) Notwithstanding any inconsistent provision of law, genera,
specia or local, no officer of the state or of any civil division
thereof shall be deemed to have forfeited or shall forfeit his office or
employment by reason of his acceptance of membership on the authority
created by this section.

(5) The governor may remove any member for inefficiency, neglect of
duty or misconduct in office after giving him a copy of the charges
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against him and an opportunity to be heard, in person or by counsel, in
his defense, upon not less than ten days notice. If any such member
shall be removed, the governor shall file in the office of the
department of state a complete statement of the charges made against
such member and his findings thereon, together with a complete record of
the proceedings.

(6) The authority in its corporate existence shall continue until
terminated by law, provided, however, that no such law shall take effect
so long as the authority shall have bonds, notes and other obligations
outstanding, unless adequate provision has been made for the payment
thereof in the documents securing the same. Upon termination of the
existence of the authority, all itsrights and properties shall vest in
the state.

(7) A majority of the members of the authority shall constitute a
quorum for the transaction of any business or the exercise of any power
or function of the authority. The authority may delegate to one or more
of its members, or to its officers, agents or employees, such powers and
duties asit may deem proper.

§ 1974. Powers of the authority. The authority shall have power:

1. To sue and be sued;

2. To have aseal and alter the same at pleasure;

3. To acquire, lease, hold, mortgage and dispose of real property and
personal property or any interest therein for its corporate purposes;

4. To acquire, construct, improve, enlarge, operate and maintain a
project within the project area as defined herein and all other
structures, appurtenances and facilities necessary or convenient in
connection therewith, provided, however, that al contracts for
construction let by the authority shall belet in conformity with the
provisions of section one hundred thirty-five of the state finance law,
except that contracts for construction let by subsidiaries of the
authority shall be governed instead by the applicable provisions of the
private housing finance law;

5. To appoint officers, agents and employees, prescribe their
qualifications and duties and fix their compensation;

6. To make by-laws for the management and regulation of its affairs,
and, subject to agreements with bondholders, for the regulation of the
projects,

7. With the consent of the city to use agents, employeesand
facilities of the city, paying to the city its agreed proportion of the
compensation or cost;

8. To make contracts and to execute all necessary or convenient
instruments, including leases and subleases, evidences of indebtedness,
negotiable or non-negotiable;

9. To engage the services of consultants on acontract basis for
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rendering professional and technical assistance and advice;

10. To accept grants, loans or contributions from the United States,
or the state or thecity, or any agency or instrumentality of any of
them, or from any other source and to expend the proceeds for any
corporate purpose;

11. To fix, establish and collect rates, rentals, fees and other
charges for the use of the project, subject to and in accordance with
such agreements with bondholders and noteholders as may be made as
hereinafter provided;

12. To create subsidiaries pursuant to section nineteen hundred
seventy-four-a of thistitle;

13. To lend or donate monies, whether secured or unsecured, to any
subsidiary, and to purchase, sell or pledge the shares, bonds or other
obligations or securities thereof, on such terms and conditions as the
authority may deem advisable;

14. To make loans secured by afirst mortgage, and to make temporary
loans or advances, to any housing company organized to provide housing
within the Battery Park city project area pursuant to and subject to the
provisions of article two, article four or article eleven of the private
housing finance law, including any subsidiary of the authority, and to
undertake commitments therefor. Any such commitments or loans may
contain such terms and conditions not inconsistent with the provisions
of thistitle as the authority may deem necessary or desirable to secure
repayment of itsloan, the interest, if any, thereon and other charges
in connection therewith;

15. Subject to the provisions of any contract with noteholders or
bondholders, to sell, at public or private sale, any mortgage or other
security for a mortgage loan made by the authority;

16. In connection with the making of mortgage loans and commitments
therefor, to make, fix or establish and collect such fees and charges,
including but not limited to reimbursement of al costs of financing by
the authority, service charges and insurance premiums, as the authority
shall determine to be reasonable subject to the provisions of any
contract with noteholders or bondholders;

17. To procure or agree to the procurement of insurance or guarantees
from the federal government of the payment of any bonds or notes,
mortgages or any other evidences of indebtedness issued by the authority
or its subsidiaries, including the power to pay premiums on any such
insurance;

18. Subject to the provisionsof any contract with noteholders or
bondholders, to consent to the modification, with respect to rate of
interest, time of payment of any installment of principal or interest,
security or any other term, of any mortgage, mortgage loan, mortgage
loan commitment, contract or agreement of any kind to which the
authority is a party;
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19. In connection with any property on which the authority has made a
mortgage loan, to foreclose on any such property or commence any action
to protect or enforce any right conferred upon the authority by any law,
mortgage, contract or other agreement, and to bid for and purchase such
property at any foreclosure or a any other sale, or acquire or take
possession of any such property; and in such event the authority may
complete, administer, pay the principal of and interest on any
obligations incurred in connection with such property, and dispose of,
and otherwise deal with, such property, in such manner as may be
necessary or desirable to protect the interests of the authority
therein;

20. To manage any project, whether or not then owned or leased by the
authority, and to enter into agreements with the state or any
municipality or any agency or instrumentality thereof, or with any
person, firm, partnership or corporation, either public or private, for
the purpose of causing any project to be managed;

21. To procure insurance against any loss in connection with its
property and other assets and operations in such amounts and from such
insurers as it deems desirable;

22. Notwithstanding the provisions of thistitle or of any other law,
general, specia or local, whenever the authority shall find that the
maximum rentals charged tenants of the dwellings in any project financed
by the authority in whole or in part shall not be sufficient, together
with al other income of the mortgagor, to meet within reasonable limits
all necessary payments to be made by the mortgagor of all expenses
including fixed charges, sinking funds, reserves and dividends, to
request the mortgagor to make application to vary the rental rate for
such dwellings so as to secure sufficient income, and upon failure of
the mortgagor to take such action within sixty days after receipt of
written request from the authority to do so, to vary such rental rate by
action of the authority.

23. To do all things necessary or convenient to carry out the powers
expressly given in thistitle.

24. To borrow money and issue negotiable bonds, notesor other
obligations and to provide for the rights of the holders thereof;

25. To carry out its powers and responsibilities with respect to the
chapter of the laws of nineteen hundred ninety which enacted this
subdivision.

| 02931490 | EXPLORER | NO 1C

Description of Authority and Board Structure
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Battery Park City Authority is a Public Benefit Corporation, established in 1969 to
create, develop and maintain a balanced community of commercial, residential, retail,
and park space within its designated 92-acre site located in the southwestern tip of
Manhattan. In order to meet this mandate, the State L egislature empowered the Authority
to plan, create, co-ordinate and maintain a balanced community of commercial,
residential, retail, and park space within its designated 92-acre site on the lower west side
of Manhattan.

It has a seven member board who serve without compensation. The board members
are: William C. Thompson, Jr., Frank J. Branchini, Donald A. Capoccia, Jr., David B.
Cornstein, Fernando A. Mateo, and Robert J. Mueller. There is currently one vacancy. The
board has four committees: Audit Committee, Compensation Committee, Finance
Committee, and Governance Committee. The members of each committee are:

Audit Committee Members:
Robert J. Mueller, Chair
David B. Cornstein
William C. Thompson, Jr.

Compensation Committee Members:
Fernando A. Mateo, Chair
Frank J. Branchini
David B. Cornstein

Finance Committee Members:
Frank J. Branchini,
Chair
Fernando A. Mateo
Governance Committee Members:
David B. Cornstein, Chair
William C. Thompson, Jr.

List of Board meetings and attendance for calendar year 2011

BOARD MEETINGS 2011

December 20, 2011
Members Present
William C. Thompson, Jr., Chairman
Frank J. Branchini, Member
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Donald A. Capoccia, Jr., Member
David B. Cornstein, Member (by telephone)
Fernando A. Mateo, Member
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October 25, 2011

Members Present
William C. Thompson, Jr., Chairman
Frank J. Branchini, Member
Donald A. Capoccia, Jr., Member
David B. Cornstein, Member
Fernando A. Mateo, Member
Robert J. Mueller, Member

September 13, 2011

Members Present
William C. Thompson, Jr., Chairman
Frank J. Branchini, Member
Donald A. Capoccia, Jr., Member
David B. Cornstein, Member
Fernando A. Mateo, Member

July 26, 2011
Members Present
William C. Thompson, Jr., Chairman
Frank J. Branchini, Member
Donald A. Capoccia, Jr., Member
David B. Cornstein, Member
Fernando A. Mateo, Member

June 21, 2011

Members Present
William C. Thompson, Jr., Chairman
Frank J. Branchini, Member
David B. Cornstein, Member
Robert J. Mueller, Member

May 10, 2011
Members Present

William C. Thompson, Jr., Chairman

Frank J. Branchini, Member

David B. Cornstein, Member

Fernando A. Mateo, Member

Robert J. Mueller, Member

Andy K. Shenoy, Member (by telephone)
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April 12, 2011

M embers Present
William C. Thompson, Jr., Chairman
Frank J. Branchini, Member (by telephone)
David B. Cornstein, Member
Robert J. Mueller, Member

March 8, 2011

Members Present
William C. Thompson, Jr., Chairman
Frank J. Branchini, Member
David B. Cornstein, Member Fernando A. Mateo, Member
Robert J. Mueller, Member
Andy K. Shenoy, Member

January 31, 2011
Members Present
William C. Thompson, Jr., Chairman
Frank J. Branchini, Member
Fernando A. Mateo, Member
Andy K. Shenoy, Member

AUDIT COMMITTEE MEETINGS 2011

November 14, 2011
Audit Committee Members Present
Robert J. Mueller, Chairman
David B. Cornstein, Member (by telephone)
William C. Thompson, Jr.

March 16, 2011
Audit Committee Members Present
Robert J. Mueller, Member
David B. Cornstein, Chairman
William C. Thompson, Jr., Member

In 2011 BPCA had 54 full time employees and 2 part-time employees.
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In addition to managing and supervising the infrastructure and site development for the
commercial and residential planned community, one of the Authority’s key responsibilities under
the Act is to operate, maintain and repair the parks and open spaces in and around Battery Park
city’s residential areas. This function has been delegated by the Authority to the Battery Park
City Parks Corporation (“BPCPC”), an affiliate not-for-profit arm of the Authority, through a
written management agreement. BPCPC is organized into four departments:
Administration/Finance Department; Maintenance Department, Horticulture Department and
Programming Department. Each Department is responsible for a discreet programmatic area
relating to parks operations and maintenance. For example:

e Maintenance: The Maintenance Department is responsible for maintaining and
repairing park features and structures including playgrounds, pavements,
cobblestones bands, park benches, irrigation systems, restrooms, lightings, water
features, public art, fencing, stone walls, and dog runs, for the benefit of residents
and visitors to Battery Park City parks and open spaces.

e Horticulture: The Horticulture Department is responsible for maintaining the
landscaping and horticultural features throughout Battery Park City for the benefit
of all residents and visitors to Battery Park City parks. All horticulture is managed
organically without the use of toxic pesticides, herbicides or fungicides; and

e Parks Programming: The Programming Department is responsible for providing
public programs and events to connect people of all ages and interest with Battery
Park City Parks.

e Administration/Finance: The Administration/Finance Department is responsible
for the management of the business operations of the BPCPC.

BPCPC has 78 full-time employees and 42 seasonal hourly employees.

Material Changes in Operations and Programs in FY 2011

Public Amenities:

BPCA continues its commitment to public amenities through a program which requires
developers to deed space to the Authority that isin turn made available for public purposes. In
2011, the following projects were brought on line or saw significant progress.

Battery Park City Community Center — Construction commenced on the 55,000 square foot

community center housed on the first three floors of the residential buildings on Site 23/24 being

constructed by the Milsteins. The Center will be home to two swimming pools, agym, alocker
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room, classrooms, a teaching kitchen and a café among its services. Asphalt Green, which
operates asimilar facility uptown was selected through an RFP process in conjunction with
representatives of the Community Board. The center is expected to open in 2011.

Ballfield Renovation — One of Battery Park City’s most significant and heavily-used public
amenities are the ballfields. The continuing demand for the fields and the need for increasing
access to open space led the BPCA to explore the installation of artificial turf on the fields.
Community leaders were invited to participate in the decision-making process which has led to
the design of a sustainable (green) astro-turf field was installed between little league season and
soccer season and opened in October 2011.

Pedestrian Managers — The Lower Manhattan Development Corporation (LMDC) partnered
with BPCA to provide funding for pedestrian managers to four separate crossing locations on
West Street. Therise in commuter foot traffic, due in large part by the opening of the Goldman
Sachs Headquarters, coupled with concerns for safety, prompted the decision to procure the
services of pedestrian managers through an RFP process. Sam Schwartz engineering was
selected and began service in the July 2010.

Downtown Connection — BPCA provided funding to the Downtown Alliance to provide free
commuter bus services to residents, guests and visitors to Battery Park City and lower
Manhattan.

Commercial Construction:

Site 25 — Goldman Sachs purchased site 25 formerly an Embassy Suites Hotel which also housed
numerous restaurants and a movie theatre. The hotel is being rebranded as a Conrad Hilton and
several new restaurants to be operated by Danny Meyer are open on the site. The lease further
requires the operation of the movie theatre. BPCA worked with Goldman Sachs on design issues
associated with the repurposing of this Hotel including exterior modifications, public art
reguirements and construction permits.

Pier A — Located at the southern tip of BPC, Pier A isthe last of the enclosed piers that once
defined the lower Manhattan waterfront. It is alandmarked structure that has remained empty
and deteriorating for many years. New Y ork City recently leased Pier A to BPCA on along term
basis, allocating $30 million of capital funds from the NY C Economic Devel opment Corporation
(EDC) to restore this important City building. BPCA reached substantial completion on Phase |
and Phase Il of the Pier A green, historic rehabilitation. Included in these Phases was the
replacement of the Pier deck and interior demolition of items not deemed historically significant.
Phase |11, Core and Shell work, was also initiated. Further, an RFQ for a potential tenant was
issued. Extensiveinterviews were conducted with BPCA EDC in conjunction with the
Community Board. Harry and Peter Poulakakos, along with their partners The Dermot
Company, were chosen to create a restaurant, an oyster bar with outdoor seating, event
venue and visitor center at historic Pier A.

Residential Construction:
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Site 23/24: One June 24, 2006 Milstein Properties was designated by the Authority as the
developer of Sites 23 and 24. As part of the Milstein lease agreement, it was agreed that the
developer would build the core and shell for the Battery Park City Community Center at their
base. The towersinclude the 32-story Liberty Luxe and the 22- story Liberty Green have 590
LEED certified units to BPC.

Financial Highlights:

Joint Purpose Fund (JPF)— A portion of BPCA'’ s revenue, roughly corresponding to the
proportion of revenues that derive from ground rent, are allocated to the Joint Purpose Fund,
which can only be spent upon the joint approval of the BPCA Board, the Mayor, and the NYC
Comptroller. In January 2010, these three parties signed an agreement (2010 Agreement) to
distribute $861 million of excess revenues held by BPCA in the JPF. The City and the State
were each allocated $200 million to be distributed in a pari passu basis. After meeting that
$400 million obligation, an additional amount of up to $200 million is to be distributed by
BPCA to a City 421-a affordable housing fund, followed by a $261 million distribution to a
City pay-as-you-go capital fund. All funds areto be paid as available in the JPF and thereis
no time limit or minimum for the amount that needs to be paid or accrued over time. Pursuant
to the 2010 Agreement, on March 30, 2010, BPCA paid out al funds, $267.6 million,
available in the JPF to the City and the State.

During fiscal year ended October 31, 2011, the balance of the $400 million due to both the
City and the State, $66.2 million each or atotal of $132.4 million, and a payment of $38.2
million under the 2010 Agreement for the City 421-afund were both paid out of the JPF. In
addition, a provision in the amount of $37 million was charged to operations and recorded as
aliability for the year ended October 31, 2011 for payment under the 2010 Agreement for the
City 421-A fund. With payment of these FY 2011 Excess Revenues, BPCA will have
contributed $2.3 billion to the City.

MWABE Participation:

BPCA continues to be aleader in MWBE participation and has historically been in the Upper
Tier of State agencies and authorities with regard to MWBE participation. Fiscal Year 2011 was
no exception with an average of 19% of contract dollars ($23,000,000.00) for MWBE
enterprises. Although Article 15-A does not apply to projects on property leased or purchased
from the State, BPCA has taken the position that it will apply robust standardsto all developers.

BYLAWS
OF
BATTERY PARK CITY AUTHORITY
(As amended through December 1, 2010)
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ARTICLE | - THE AUTHORITY

Section 1. Name of Authority. The name of the Authority shall be the "Battery

Park City Authority."
Section 2. Seal of Authority. The seal of the Authority shall bein the form of a

circle and shall bear the name of the Authority and the year of its creation.

Section 3. Office of the Authority. The office of the Authority shall be located at

One World Financial Center, (200 Liberty Street), in the City of New Y ork, State of New Y ork,
or at such other location as the Members of the Authority may determine. The Authority may
have offices at such other place or places within The City of New Y ork asit may from timeto
time designate by resolution.

ARTICLE Il - OFFICERS

Section 1. Officers. The officers of the Authority shall be a Member who shall

serve as Chairman; a Member who shall serve as Vice Chairman; five other Members; a
President and Chief Executive Officer; an Executive Vice President and General Counsel; a
Chief Operating Officer; a Senior Vice President, Finance and Treasurer/Chief Financial Officer;
a Senior Vice President, Operations; a Vice President, Community Relationg/Affirmative Action;
aVice President, Human Resources; a Vice President, Planning and Design; a Vice President,
Construction; aVice President , Safety and Site Management; a Vice President, Internal Audit
and Compliance; a Vice President, Strategic Planning; a Deputy General Counsel; one or more
Senior Development Counsels; one or more Associate General Counsels; one or more Assistant

General Counsels; a Controller; a Corporate Secretary and Assistant

Corporate Secretaries and such other officers as may be designated by resolution of the

Authority; and any officer may hold more than one of these offices.
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Section 2. Chairman. The Chairman of the Authority shall be elected from among
the Members of the Authority and shall hold office until his’her successor is elected and
gualified. The Chairman of the Authority shall preside at all meetings of the Members of the
Authority and shall have such other duties as the Members may direct. Inthe event of the
absence or disability of the President, or of avacancy in the office of the President, the Chairman
or his/her designee shall perform all the duties of the President and, when so acting, shall have
all the powers of, and be subject to all the restrictions upon, the President. The performance of
any such duty by the Chairman shall be conclusive evidence of the power to act.

Section 3. Vice Chairman. The Vice Chairman of the Authority shall be elected

from among the Members of the Authority at each annual meeting of the Authority, and shall
hold office until the next annual meeting or until his/her successor is elected and qualified. Upon
written designation of the Chairman from time to time and for the period specified in any such
designation, the Vice Chairman of the Authority shall serve as acting Chairman of the Authority,
except insofar as the Chairman is empowered to perform the duties of the President. In the
absence of the Chairman from a meeting of the Members of the Authority the Vice Chairman
shall preside thereat. The Vice Chairman shall have such other duties as the Members may
direct.

Section 4. President and Chief Executive Officer. The President and Chief

Executive Officer of the Authority (hereinafter referred to as the "President) shall be designated
by the Chairman with the approval of the other Members of the Authority. The President shall
be the chief executive officer of the Authority and, subject to the policies established by the
Authority, shall have general responsibility for the conduct of the affairs of the Authority,
including the initiation, planning and carrying out of the projects, programs and other activities
of the Authority. The President shall have the power to delegate authority and assign dutiesto
employees of the Authority. At each meeting of the Members of the Authority the President

shall submit such recommendations and information as he/she may consider proper concerning
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the business, duties and affairs of the Authority. The President shall have supervision over and
be in administrative charge of the activities of the Authority. He/She shall transmit to the
officers and employees of the Authority the resolutions of the Members, and coordinate the
functions of the personnel of the Authority in effectuating the purposes of such resolutions. The
President is authorized to requisition monies of the Authority, and to sign vouchers, requisitions
and other instruments made by the Authority. The President shall have such other powers and
duties pertaining to his’her office as are prescribed by law or in these bylaws or as may be
assigned to him/her from time to time by the Authority.

Section 5. Chief Operating Officer. The Chief Operating Officer, under the

direction of the President, shall perform all the duties incident to_his/her position and office and
such other duties as shall from time to time be assigned to him/her by the President. The Chief
Operating Officer is authorized to requisition monies of the Authority, and to sign vouchers,
requisitions and other instruments made by the Authority. Notwithstanding anything to the
contrary in these bylaws, in the event of the absence or disability of the President and the
Chairman, or of avacancy in the offices of the President and the Chairman, the Chief Operating
Officer shall perform all the duties of the President and, when so acting, shall have all the powers
of, and be subject to all the restrictions upon, the President. The performance of any such duty
by the Chief Operating Officer shall be conclusive evidence of the power to act.”;

Section 6. Executive Vice President and General Counsel. The Executive Vice

President and General Counsel, under the direction of the President, shall perform all the duties
incident to his/her position and office and such other duties as shall from time to time be
assigned to him/her by the President. The Executive Vice President and General Counsel is
authorized to requisition monies of the Authority, and to sign vouchers, requisitions and other
instruments made by the Authority. The performance of any such duty by the Executive Vice

President and General Counsel shall be conclusive evidence of the power to act.
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Section 7. Senior Vice President, Finance and Treasurer/Chief Financia Officer;

Controller. The Senior Vice President, Finance and Treasurer/Chief Financial Officer, under the
direction of the President, shall be the chief fiscal officer of the Authority. He/She shall bein
charge of the books and accounts of the Authority and have supervision of the accounting
procedures and fiscal operations of the Authority and shall perform such other duties of hig/her
office and position as shall from time to time be assigned to him/her by the President. The
Controller, under the direction of the Senior Vice President, Finance and Treasurer/Chief
Financial Officer, shall perform all the duties incident to hig/her position and office and such
other duties as shall from time to time be assigned to him/her by the Senior Vice President,
Finance and Treasurer/Chief Financial Officer.

Section 8. Senior Vice Presidents and Other Vice Presidents. The Senior Vice

President, Operations, the Vice President, Community Relations/Affirmative Action, the Vice
President, Planning and Design, the Vice President, Construction, the Vice President, Strategic
Planning, the Vice President, Site Safety and Management, the Vice President Human
Resources, under the direction of the President, and the Vice President, Internal Audit and
Compliance, under the direction of the Members, shall perform all the duties incident to their
respective positions and offices and such other duties as shall from time to time be assigned to
them respectively by the President.

Section 9. Other Officers. Other Officers, as may be designated from time to time

by resolution of the Authority, shall perform all the duties incident to their respective positions
and offices and such other duties as shall from time to time be assigned to them by the President.

Section10. Deputy General Counsel, Senior Development Counsels, Associate

Genera Counsels and Assistant General Counsels. The Deputy General Counsel, in the absence

of the General Counsdl, or if there shall be avacancy in the office of General Counsel, shall
perform the services and duties incident to the position or office of General Counsel as directed

by the President, and shall undertake such other duties as from time to time may be assigned to
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him/her by the President. The Senior Development Counsels, the Associate General Counsels,
and Assistant General Counsels shall undertake such duties as may from time to time be assigned
to them by the General Counsel.

Section 11. Corporate Secretary and Assistant Corporate Secretaries. The

Corporate Secretary, under the direction of the President, shall be the recorder of the Authority
and shall keep in safe custody the records, files and seal of the Authority and shall have power to
affix such seal to all contracts, documents, bonds or other obligations and other instruments to be
executed by the Authority and attest the same and shall certify, when required to, copies of the
records, proceedings and documents of the Authority and shall perform such other duties as shall
from time to time be assigned to him/her by the President. The Assistant Corporate Secretaries,
under the direction of the President, shall have power to affix the seal of the Authority to all
contracts, documents, bonds or other obligations and other instruments to be executed by the
Authority and attest the same and shall certify, when required to, copies of all records,
proceedings and documents of the Authority and shall perform such other duties as shall from
time to time be assigned to them by the President.

Section 12. Election or Appointment. All officers of the Authority (other than the

Chairman, Vice Chairman, and Member(s)) shall be appointed by the Chairman or the President
with the advice and consent of the Chairman, in either case subject to the approval of the
Members, and may be removed, either with or without cause, at any time by action of the
Chairman or by the President with the advice and consent of the Chairman. Any person
appointed as an officer of the Authority shall have such term as may be fixed.

Section 13. Additional Personnel. The Authority may from time to time employ

such personnel as it may deem necessary to exercise its powers, duties and functions prescribed
by law.
Section 14. Employment Policy. It shall be the policy of the Authority to provide

to the officers and employees of the Authority, to the extent permissible under the law, all the
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privileges and benefits provided to officers and employees of the State of New Y ork under the
provisions of the Retirement and Social Security Law, particularly Chapter 1006 of the Laws of
1966, Chapter 414 of the Laws of 1968 and Chapter 371 of the Laws of 1969, as said Acts are
presently or hereafter amended. The Authority shall also continue to provide health insurance
coverage for its employees and retirees, and their eligible dependents as follows: (a) the
Authority will continue to pay 100% of the health insurance coverage costs for all retirees and
their eligible dependents for all current employees ad for those retirees currently receiving this
benefit; (b) current employees earning $50,000 per year or more, will continue to pay $6.64 per
paycheck for individual coverage or $27.28 per paycheck for family coverage, and the Authority
shall pay the remaining cost of coverage; current employees earning between $35,001-$50,000
per year will continue to pay $5.75 per paycheck for individual coverage or $23.60 per paycheck
for family coverage, and the Authority shall pay the remaining cost of coverage; current
employees earning between$25,001-$35,000 per year will continue to pay $5.00 per pay check
for individual coverage, or $20.00 per paycheck for family coverage and the Authority shall pay
the remaining cost of coverage; for current employees earning between $0-$25,000 per year, the
Authority will continue to pay the entire cost of health insurance coverage for individual or
family coverage.

ARTICLE Il - MEETINGS

Section|. Annual Meeting. The annual meeting of the Authority shall be held on

the first day of November of each year at a place and time designated by the Chairman or such
earlier or later day in each calendar year as the Chairman of the Authority may determine.
Section 2. Meetings. The Chairman of the Authority may, when he deemsiit
expedient, and shall upon the request of any Member of the Authority or the President, call a
meeting of the Authority. At any such meeting any and all matters may be considered and acted
upon by the Members of the Authority present, whether or not such matters were specified in the

call. Meetings shall be held in facilities that permit barrier-free physical accessto the physically
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handicapped, as defined in subdivision five of section fifty of the public buildings law. The call
for a meeting specifying the time and place of the meeting shall be delivered in person or mailed
to the business or home address of each Member of the Authority at least three days prior to the
date of such special meeting. If the office of the Chairman is vacant or if the Chairman is unable
to perform such duties by reason of illness, disability or absence and has not designated in
writing the Vice Chairman to perform such duties at such time, any Member may call a meeting
of the Authority. Public notice of the time and place of a meeting scheduled at |east one week
prior thereto shall be given to the news media and shall be conspicuously posted in one or more
designated public locations at least seventy-two hours before such meeting. Public notice of the
time and place of every other meeting shall be given, to the extent practicable, to the news media
and shall be conspicuously posted in one or more designated public locations at a reasonable
time prior thereto. Notice of any meeting of the Authority need not be given to a Member if
waived in writing by him/her either before or after such meeting, or if he/she shall be present at
such meeting. No notice need be given of any meeting if all the Members then in office shall be
present thereat. Notice of an adjourned meeting need not be given to any Member present at the
time of the adjournment. The President shall be given notice of and be permitted to attend all

meetings of the Authority.

Section 3. Quorum. At all meetings of the Authority, a majority of the whole
number of the Members shall constitute a quorum and not less than a majority of the whole
number of Members may perform and exercise the powers authorized and provided in the Public
Authorities Law of the State of New Y ork. For the purposes of this Section, the words “whole
number” shall be construed to mean the total number of Members which the Authority would

have were there no vacancies and were none of the Members disqualified from voting.
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Section 4. Order of Business. At the regular meetings of the Authority the

Chairman shall determine the order of business.
Section 5. Resolutions. All resolutions adopted by the Authority shall be recorded

in or attached to ajournal of the proceedings of the Authority.

Section 6. Manner of Voting. The voting on all questions of the meetings of the

Authority shall be by roll call if requested by two of the Members, and wherever aresolution has
been unanimously adopted it may be recorded as such. The yeas and nays shall be entered upon
the minutes of such meeting only in the event of an abstention or a negative vote by any
Member; except that the election of officers may be by majority vote without the necessity of
recording the individual votes upon the minutes.

Section 7. Approval of Resolutions Without Meeting. Resolutions which the

Chairman or the President desires to be considered by the Members of the Authority without
holding a meeting thereon may be delivered in person or mailed to the business or home address
of each Member, and upon the written approval of such resolutions by two or more of the
Members the same shall become effective as if introduced and passed at a meeting of the
Members duly called and held.

Section 8. Participation in Meeting by Telephone. Notwithstanding anything

el sewhere contained in these bylaws, any one or more Members of the Authority may participate
in a meeting of the Authority by means of a conference telephone or similar communications
equipment allowing all persons participating in the meeting to hear each other at the same time.
Participation by such means shall constitute presence in person at a meeting of the Authority.

Section 9. Certification of Resolutions. Each Member of the Authority and each

officer of the Authority is authorized to certify, when required, the records, proceedings,
documents for resolutions of the Authority and the Members and to affix the seal of the

Authority to all contracts, documents and instruments to be executed by the Authority.
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ARTICLE IV —COMMITTEES

Section 1. Audit Committee. There shall be an audit committee which shall consist of

three Members designated by the Chairman, one of whom the Chairman shall appoint as Chair of
the Committee. The Chairman shall be an additional non-voting member of the committee,
provided that if there shall be any vacancy or vacancies in the whole number of the Members as
prescribed by law, the Chairman may serve as avoting member of the committee. The Each
member of the committee shall be an “independent member,” as defined in Public Authorities
Law § 2825 (2). Members of the committee shall possess the necessary skillsto understand the
duties and functions of the committee and shall be familiar with corporate financial and
accounting practices. The duties and responsibilities of the committee shall be: (a) to recommend
to the Board the hiring of a certified independent accounting firm for the Authority; (b) establish
the compensation to be paid to such firm; and (c) to provide direct oversight of the performance
of the independent audit performed by the accounting firm hired for such purposes.

Section 2. Governance Committee. There shall be a governance committee which shall

consist of three Members designated by the Chairman, one of whom the Chairman shall appoint
as Chair of the committee. The Chairman shall be an additional non-voting member of the
committee, provided that if there shall be any vacancy or vacancies in the whole number of the
Members as prescribed by law, the Chairman may serve as a voting member of the committee.
Each member of the committee shall be an “independent member,” as defined in Public
Authorities Law § 2825 (2). Members of the committee shall possess the necessary skillsto
understand the duties and functions of the committee. The duties and responsibilities of the
Committee shall be: (a) to keep the board informed of current best governance practices; (b) to

review corporate governance trends; (c) to recommend updates to the Authority’ s corporate
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governance principles; (d) to advise appointing authorities on the skills and experiences required
of potential board members; (e) to examine ethical and conflict of interest issues; (f) to perform
board self-evaluations; and (g) to recommend bylaws which include rules and procedures for
conduct of board business.

Section 3. Compensation Committee. There shall be a compensation committee which shall

consist of three Members designated by the Chairman, one of whom the Chairman shall appoint as
Chair of the committee. The Chairman shall be an additional non-voting member of the committee,
provided that if there shall be any vacancy or vacancies in the whole number of the Members as
prescribed by law, the Chairman may serve as a voting member of the committee. Each member of the
committee shall be an “independent member” as defined in Public Authorities Law § 2825(2).
Members of the committee shall possess the necessary skills to understand the duties and functions of
the committee The duties and responsibilities of the Committee shall be (a) to consider policies
regarding the payment of salaries, compensation and reimbursement of expenses for the chief
executive and senior management; and (b) to make such other recommendations regarding
compensation as it may deem appropriate.

Section 4. Finance Committee. There shall be a finance committee which shall consist

of three Members designated by the Chairman, one of whom the Chairman shall appoint as Chair
of the committee. The Chairman shall be an additional non-voting member of the committee,
provided that if there shall be any vacancy or vacancies in the whole number of the Members as
prescribed by law, the Chairman may serve as avoting member of the committee. Each member
of the committee shall be an “independent member,” as defined in Public AuthoritiesLaw §
2825 (2). The duties and responsibilities of the committee shall be: to review proposals for the

issuance of debt by the authority and to make recommendations.
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ARTICLEV - FISCAL YEAR.

Section|. Fiscal Year. Thefiscal year of the Authority shall commence November

1 of each calendar year and conclude October 31 of the following calendar year.

Article VI - CODE OF CONDUCT

Section 1. This Code of Conduct appliesto the Members of the Authority. This

Code of Conduct may be amended by majority vote of the Members without vacancy.

Section 2. In addition to the requirements of Sections 73(3)(b), 73-aand 74 of the

Public Officers Law, Members shall comply with the following specific rules governing conflicts

of interest and outside activities:

a

No Member or firm or association of which the Member is a part, or
corporation, ten percent of more of the stock of which is owned or
controlled directly or indirectly by such Member, shall sell any
goods or services having a value in excess of twenty-five dollarsto
the Authority unless such goods or services are provided pursuant to
an award or contract let after public notice and competitive bidding
or a competitive request for proposals process;

No Member shall directly or indirectly, solicit, accept, or receive
any gift having a value of seventy-five dollars or more whether in
the form of money, service, loan, travel, entertainment, hospitality,
thing or promise, or in any other form whatsoever, under
circumstancesin which it could be reasonably inferred that the gift
was intended to influence the Member or could reasonably be

expected to influence the Member in the performance of his or her
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officia duties of the Authority, or was intended as areward for any
official action on the Members part;

No Member, other than in the proper discharge of his or her official
duties of the Authority, or firm or association in which the Member
isapart, shall receive, directly or indirectly, or enter into any
agreement, express or implied, for any compensation, in whatever
form, for the appearance or rendition of services by himself or
another in relation to any case, proceeding, application or other
matter before the Authority;

No Member shall, within a period of two years after the termination
from the Authority, appear or practice before the Authority or
receive any compensation for any services rendered on behalf of
any person, firm, corporation, or association in relation to any
matter before the Authority;

No Member, after termination from the Authority, shall appear,
practice, communicate or otherwise render services before any State
agency or receive any compensation for services rendered on behalf
of any person, firm, corporation or other entity with respect to any
case, proceeding, application or transaction in which such Member
was directly concerned and in which the Member personally
participated during the period of service or which was under the
Member's active consideration;

Notwithstanding the above, no Member of the Authority should
have any interest, financial or otherwise, direct or indirect, or
engage in any business or transaction or professional activity or

incur any obligation of any nature which isin actual, potential, or
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apparent conflict with the proper discharge of the Member’ s duties.
The Member shall be under an ongoing obligation to disclose any
actual, potential, or apparent conflict of interest and shall take
appropriate steps to eliminate or abate the conflict, including
recusal;

Unless otherwise provided by law, no contract or other transaction
between the Authority and any other corporation, firm or
association or other entity in which one or more of its Members or
officers are directors or officers or have a substantial financial
interest, or between the Authority and any state instrumentality,
including any state agency, trust fund or public benefit corporation
other than the Authority with which one or more of its Members are
affiliated as a state officer or employee, shall be either void or
voidable for this reason alone or by reason alone that such Member
or Members are present at the meeting of Members which approves
such contract or transaction: (1) if the material facts asto such
Member's interest in such contract or transaction and as to any such
common directorship, officership, financia interest or affiliation are
disclosed in good faith or known to the Members; and (2) if the
Members approve such contract or transaction by a vote sufficient
for such purpose or if the votes of the disinterested Members are
insufficient to constitute an act of the Authority under the Bylaws,
by unanimous vote of the disinterested Members. Common
interested or affiliated Members may be counted in determining the
presence of aquorum at a meeting of the Members which

authorizes such contract or transaction. Common, interested or
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affiliated Members may not participate in any decision of the
Authority approving or affecting such contract or transaction. If a
Member serves as a director or officer of the Battery Park City
Parks Corporation, the Minority Devel oper Assistance Corporation
or asubsidiary of the Authority, such service in and of itself does
not void or make voidable a contract or transaction between the
Authority and such corporation or create any actual, potential or

apparent conflict of interest.

ARTICLE VII - INDEMNIFICATION

Section |. Purpose and Definitions. The purpose of this Article isto provide for

and regulate indemnification of Members, officers and employees of the Authority. Inthis
Article, the following terms shall have the meanings indicated below, except where the context
clearly requires otherwise.
(1) "action or proceeding” means any civil action or other civil judicial proceeding,
any proceeding by or before an administrative agency or official investigatory
body, any appeal from or judicial review of actions taken in any of the foregoing
proceedings, and includes any such proceeding which is threatened, but does not
include any criminal action or proceeding;
(2) "party to an action or proceeding” means a person made, or threatened to be
made, a defendant or respondent or otherwise a party in any action or proceeding,

and includes a person called upon, voluntarily or by subpoena, to give testimony,
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produce documents or respond to interrogatories in connection with an action or
proceeding;

(3) "Member" means each Member of the Authority appointed or serving ex
officio;

(4) "officer" means the Chairman, the Vice Chairman, Board Member(s) and the
President and Chief Executive Officer of the Authority and each person who has
held or who holds from time to time any of the following positionsin the
Authority: Chief Operating Officer, Executive Vice President and General
Counsel; Executive Vice President, Operations; Senior Vice President, Finance and
Treasurer/Chief Financial Officer; Senior Vice President, Project Development and
Management; Vice President, Community Relations/Affirmative Action; Vice
President, Planning and Design; Vice President, Construction; Vice President,
Internal Audit ; Deputy General Counsel; Senior Development Counsels; Associate
General Counsels; Assistant General Counsels; Controller; Corporate Secretary;
Assistant Corporate Secretary; or any other position expressly designated by the
Members to be thereafter treated as that of an officer for the purpose of this article;
(5) "employee" means each employee of the Authority who is not also a Member
or officer;

(6) "subsidiary or affiliate" includes each subsidiary of the Authority;

(7) "Member", "officer" and "employee" of the Authority each includes persons
who formerly served in such capacity and the estates of deceased persons who had
served in such capacity; and each such term includes persons serving or who
formerly served ex officio or by designation of the Authority as a director, officer
or employee of any subsidiary or affiliate of the Authority, and the estates of
deceased persons who had served in such capacity, provided that insofar asthis

Article distinguishes between Members or officers of the Authority, on the one
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hand, and employees, on the other, the status with respect to indemnification of a
person who served in any capacity with a subsidiary or affiliate and who
concurrently was a Member or officer of the Authority shall be that of a Member or
officer, and the status of all other such persons shall be that of an employee of the
Authority; and

(8) "applicable standard of conduct”" means:

(i) with respect to an action or proceeding in which it is alleged that
physical harm was caused to the person or property of acomplainant or any harm
was caused to his/her reputation, that such harm did not result from the willful and
wrongful act or gross negligence of the Member, officer or employee seeking to be
indemnified hereunder, or

(i) with respect to any other action or proceeding, that the Member, officer
or employee seeking to be indemnified hereunder acted in good faith for a purpose
which he/she reasonably believed to be in the best interests of the Authority and
had reasonable cause to believe his/her conduct was lawful.

Section 2. Genera Scope of Indemnification. The Authority shall, to the fullest

extent permitted by law, indemnify any person who becomes a party to an action or proceeding

by reason of the fact that he/she is or was a Member, officer or employee of the Authority

against judgments, penalties, amounts paid in settlement and reasonabl e expenses, including

attorneys fees, actually and necessarily incurred as a result thereof, unless the conduct of such

Member, officer or employee in the matters at issue in such action or proceeding isfound, in the

manner prescribed in this Article, not to have met the applicable standard of conduct.

Section 3. Representation of Persons Indemnified. The Authority may, either by its own staff

counsel or by outside counsel of its choice, assume the representation of any person who

becomes a party to the action or proceeding, except in situations in which (i) choice of counsel is

governed by statute, or (ii) the Authority's counsel determinesthat it isinappropriate or
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inadvisable for such person to be represented by counsel chosen by the Authority. In the event
the Authority does not assume such representation, such person shall have the right to engage
private counsel of his choice and the Authority shall have the obligation of indemnification for
the reasonabl e fees and expenses of such private counsel as provided in this Article; provided,
however, that the Authority as a condition to such indemnification for the cost of private counsel
may, and where the Attorney General has so required as a condition to indemnification by the
State of New Y ork pursuant to statute shall, require appropriate groups of personsto be
represented by the same counsel.

Section 4. Advances of Expenses. (a) A Member or officer who becomes a party

to an action or proceeding may request that the Members authorize the Authority to advance
expenses pending the final disposition of such action or proceeding. Upon such request: (i) if
there is a quorum of Members who are not parties to such action or proceeding, the Members
shall make atentative finding as to whether it then appears that the requesting Member or officer
has met the applicable standard of conduct; or (ii) if such aquorum of Membersis not obtainable
with due diligence, the Members shall obtain an opinion in writing of outside legal counsel asto
whether it then appears that such standard of conduct has been met by the requesting Member or
officer. If aquorum of Members makes such findings or outside legal counsel gives such
opinion, the Members shall authorize the Authority to pay, and the Authority shall pay, from
time to time in advance of the final disposition of the action or proceeding, reasonable expenses
as described in Section 2 incurred by such Member or officer in connection with such action or
proceeding.

(b) Reasonable expenses as described in Section 2 incurred by an employee who
becomes a party to an action or proceeding shall be paid by the Authority from time to time
pending the final disposition of such action or proceeding without necessity for any
authorization, findings, or other action by the Members prior to the making of such advances;

provided, however, that the Members (i) may make a tentative finding at any time prior to the
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final disposition of such action or proceeding that it then appears that an employee has clearly
not met the applicable standard of conduct, or may seek an opinion in writing of outside legal
counsel with respect to that issue, and if such atentative finding shall be made or a negative
opinion on that issue shall be given, no further advances under this paragraph shall be made with
respect to expenses of such employee, and (ii) may determine, or provide for the determination
of, the reasonabl eness of expenses sought to be advanced.

(c) The Authority shall require each person receiving amounts advanced under
paragraph (a) or (b) of this Section 4 to agree in writing that the same shall be repaid if the
person receiving such advances is ultimately found not to be entitled to indemnification, or to the
extent the expenses so advanced by the Authority exceed the indemnification to which he/sheis
ultimately found to be entitled.

Section 5. Indemnification on Final Disposition. (a) A person who has been

wholly successful, on the merits or otherwise, in the defense of an action or proceeding shall be
deemed to have met the applicable standard of conduct and shall be entitled to indemnification
against reasonabl e expenses as described in Section 2, and the Authority shall make such
indemnification without necessity for any authorization, findings or other action by the Members
prior to such indemnification, except that the Members may determine, or provide for the
determination of, the reasonableness of such expenses.

(b) A Member or officer who has not been wholly successful in the defense of an
action or proceeding, or who was a party to an action or proceeding without being a defendant or
respondent therein, may regquest indemnification from the Authority. Upon such request: (i) if
there is a quorum of Members who are not and were not parties to such action or proceeding, the
Members shall make a finding as to whether the requesting Member or officer has met the
applicable standard of conduct; or (ii) if such aquorum of Members is not obtainable with due
diligence, the Members shall obtain an opinion in writing of outside legal counsel as to whether

such standard of conduct has been met by the requesting Member or officer. If aquorum of
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Members makes such finding or outside legal counsel gives such opinion, the Members shall
authorize, and the Authority shall make, indemnification as provided in Section 2, upon a
determination by the Members (or a person or body designated by the Members) that expenses
sought to be indemnified were reasonable and actually and necessarily incurred as aresult of the
action or proceeding, and that any amounts paid in settlement (unless approved by the Members
prior to such settlement) were reasonable in the circumstances.

() An employee who has not been wholly successful in the defense of an action or
proceeding, or who was a party to an action or proceeding without being a defendant or
respondent therein, may reguest indemnification from the Authority. Upon such request: The
President shall notify the Members in writing of such request and of the particulars submitted by
such employee in support of it, and the President may submit to the Members any further
information or comments he thinks appropriate. Within two weeks after the next meeting of the
Members following such submission, the Authority shall make indemnification as provided in
Section 2, unless the Members shall have found that such employee has not met the applicable
standard of conduct, or shall have decided to seek an opinion in writing of outside counsel with
respect to that issue (in which event indemnification shall be made within six weeks after such
meeting unless a negative opinion on that issue shall have been given), or unless and to the
extent that the Members (or a person or body designated by the Members) shall have determined
that expenses sought to be indemnified were not reasonable or not actually and necessarily
incurred as aresult of the action or proceeding, or that amounts paid in settlement (unless
approved by the Members prior to such settlement) were not reasonabl e in the circumstances.

Section 6. Insurance. The Authority may, to the fullest extent permitted by law,
purchase and maintain insurance on behalf of any Member, officer or employee of the Authority
to indemnify such person in instances in which he/she has the right of indemnification by the

Authority under the provisions of this Article.
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Section 7. Applicability of this Article. (d) The provisions of this Article shall

inure only to Members, officers and employees of the Authority, as defined herein, shall not
enlarge or diminish the rights of any other party to an action or proceeding, and shall not impair,
limit or modify the rights and obligations of any insurer under any policy of insurance. This
Articleisto be construed liberally in favor of each Member, officer or employee, to the fullest
extent permitted by law, and any ambiguity, uncertainty or reasonable doubt as to facts,
interpretation or legal conclusions shall be resolved in favor of such Member, officer or
employee.

(b) The provisions of this Article shall be in addition to and shall not supplant any
indemnification by the State heretofore or hereafter conferred upon any Member, officer or
employee by any statute, by Section 18 of the Public Officers Law, or otherwise; provided,
however, that the Authority recognizes that its obligation to provide indemnification in
accordance with this Articleis primary and any obligation of the State to provide indemnification
is secondary, in circumstances where both may be applicable.

(c) ThisArticle shall be applicable, to the fullest extent permitted by law, to any
claim for indemnification made after its adoption as a bylaw of the Authority, whether the action
or proceeding to which such claim relates commenced, or the matters at issue therein occurred,
before or after the adoption of this Article. It is contemplated that no subsequent amendment,
supplement or repeal of this Article which deprives a Member, officer or employee of any
substantial right or benefit conferred herein will be made applicable with respect to any claim for
indemnification arising out of conduct of such Member, officer or employee occurring or alleged
to have occurred after the adoption of this Article and prior to such amendment, supplement or
repeal.

(d) Unless and until this Article shall be amended, supplemented or repealed in
accordance with Article V111, the provisions of this Article shall constitute a contract between the

Authority and each Member, officer or employee for indemnification in accordance with the
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provisions of this Article. Inthe event that any Member, officer or employee shall be aggrieved
by a determination of the Authority or the Members or outside counsel made under this Article,
or by afailure of the Authority or the Members to act as provided herein, he/she shall be entitled
to seek appropriate relief against the Authority in any court of competent jurisdiction within the

State of New Y ork in accordance with the standards for indemnification set forth herein.

ARTICLE VIII- AMENDMENTS

Section |. The bylaws may be amended by resolution duly adopted by unanimous
vote of al the Members of the Authority at any meeting. Advance notice of motions to amend

the bylaws need not be given.

ARTICLE IX - SUSPENSION OF BYLAWS

Section|. Any and all of the provisions of the bylaws may be suspended by

unanimous vote of all the Members of the Authority.
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Four Year Financial Plan

BATTERY PARK CITY AUTHORITY: OPERATING & CAPITAL BUDGET SUMMARY*
For the Fiscal Years Ending October 31, 2010 thru 2014

(in 000s)
Actual Estimated Approved Projections (See Note 1 Below)
FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
OPERATING BUDGET
Operating Revenues
Sublease rentals $208,694 $205,697 $210,983 $213,760 $227,529 $233,164
One-time payments from new leases 20,237 172,073 1,218 - - -
Other - - o - . -
$228,931 $377,770 $212,201 $213,760 $227,529 $233,164
Non-Operating Revenues
Investment Eamings
SWAP payments received (65% of LIBOR)/BABs Subsidy 2,625 1,172 1,333 1,263 1,263 1,263
Interest earned 4,253 3,981 4,000 3,500 3,500 3,500
Other (Residual Fund) 6,200
13,078 5,153 5,333 4,763 4,763 4,763
Total Receipts: $242,009 $382,923 $217,534 $218,523 $232,292 $237,927
EXPENDITURES
Operating Expenditures
Total operating expenses $28,000 $28,511 $28,400 $28,968 $29,547 $30,138
Other non-operating expenditures (NYS Cost Recovery Fee) 4,800 4,800 4,800 5,000 5,250 5,513
$32,800 $33,311 $33,200 $33,968 $34,797 $35,651
Non-Operating Expenditures
Interest and Other Financing Charges
Debt service on restructured debt 65,114 70,000 72,926 73,000 73,000 73,000
Swap agreement & auction agent fees 1,486 322 158 - - -
Total Debt Service: $66,600 $70,322 $73,084 $73,000 $73,000 $73,000
Total Expenditures: $99,400 $103,633 $106,284 $106,968 $107,797 $108,651
Excess Funds Subject to Settlement Agreement: $142,609 $279,290 $111,250 $111,555 $124,495 $129,276
CAPITAL BUDGET
Proceeds from Debt Issuance (beginning ofyr balance) 10,523 67,400 19,330 7,330 0
Other capital inflows 14,783 3,854 - - -
Capital expenditures 25,306 ** 21,454 ** 48,070 *4 12,000 7,330
Proceeds from Debt Issuance 85,000
Capital funds remaining $0 $67,400 $19,330 $7,330 $0 $0

*Budget summaries include all costs for Battery Park City Parks Conservancy

* Does notinclude Pier A, financed by NYC

*+ $6 million of Bond proceeds used to replace corporate reserves

|Note 1- Estimated Projections 2012 to 2014 not presented to or approved by BPCA Board

Additional Information - The approved Fiscal Year 2011 Budget and Projections for Fiscal Years 2012 to 2014 are subject to change based
on several factors many of which are not within BPCA's management control. Such factors include: the NYC real estate tax policy,

additional bond proceeds required above the $100 million (net proceeds $85m) to finance infrastructure, market conditions effecting cost
of capital, receipt of a onetime upfront base rent payments and the NYS cost recovery fee.
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Board Performance Evaluation

(To be provided following review of discussion with the Board)
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Schedule of assets and services purchased with-out Competitive
Bidding Fiscal Year ended October 31, 2011*

* Amount
Expended For
*Vendor Name * Procurement Description Fiscal Year
Wells Fargo Financial 3 new club car 1 utility vehicle 986.00
Pitney Bowes Inc BPCPC-Lease of postal meter 1,140.00
Reserve Elder Service, Inc BPCPC-Project Based Temporary Service 1,856.00
Benefit Analysis, Inc BPCPC-Administer employee benefits 3,300.00
Addeo Music International, Inc River to River Festival 2011 3,500.00
Viridian Energy & Environmental LLC Pier A Additional Energy Efficiency & Leed 3,991.00
Community Media LLC
BPCPC-Advertising 4,905.00
Soil Food Web Inc.
BPCPC-Soil testing service 4,956.00
Barbara Niles dba Bobbi Humphrey River to River Festival 2011 5,000.00
El Chance Music, LLC River to River Festival 2011 5,000.00
Jennifer Colon River to River Festival 2011 5,000.00
William Carrion River to River Festival 2011 5,000.00
Ameny Seminar Sponsorship 5,000.00
Asian Women in Business Sponsorship 5,000.00
BMCC Foundation, Inc. Sponsorship 5,000.00
Building Green LLC Sponsorship 5,000.00
Downtown-Lower Manhattan
Association Inc. Advertisements 5,000.00
Jamaica Business Resource Center Sponsorship 5,000.00
John Schreiber River to River Festival 5,000.00
Lower Manhattan Cultural Council Sponsorship 5,000.00
Miller Wright & Associates, Inc. Booking fee 5,000.00
National Hispanic Business Group Sponsorship
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5,000.00

* Amount
Expended For
*Vendor Name * Procurement Description Fiscal Year
PWC Sponsorship 5,000.00
Standard & Poor's Corp. Rating Agency Fees 5,000.00
Vandenberg & Feliu EEQO Training 5,000.00
Lynch, Kenneth Tuition Reimbursement 5,116.75
Snappy Solutions, Inc. Office Supplies 5,120.10
Long Island Compost
BPCPC-Soil amendments 5,150.00
Wilde, Key
BPCPC-Performer /Instructor 5,200.00
Bigbuzz Communications Graphics & Web design 5,243.75
AAA/Best Chair Rental Equipment Rental for Special Events 5,305.50
Barnes, Mary
BPCPC-Performer /Instructor 5,310.00
Fountain People, Inc.
BPCPC-Supplies 5,393.55
Pete Stuifbergen Bulb Import Co
BPCPC-Supplies 5,435.60
NYS Dept. of Labor-Ul DIV Unemployment Insurance 5,470.54
Iron Mountain
BPCPC-Archive storage 5,527.50
Sam Schwartz Company On Call Traffic Engineering consultant 5,531.00
Royal Flush Office Supplies 5,531.00
Pitney Bowes Global Financial Services
LLC Stamps 5,544.00
Modular Space Corporation Equipment Rental 5,610.00
Heron, Molly
BPCPC-Performer /Instructor 5,640.00
Empire Mechanical Services Inc. HVAC 5,700.00
Sheraden Lighting
BPCPC-Supplies 5,730.81
Gordon, Neresa Tuition Reimbursement 5,743.18
Tailored Technologies, LLC IT Consulting Services 5,748.75

Gallo, Lou

BPCPC-Performer /Instructor
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5,760.00

GLAC Seat Inc.

BPCPC-Supplies 5,870.30
* Amount
Expended For
*Vendor Name * Procurement Description Fiscal Year
New York Bldg.Congress Sponsorship 5,950.00
Superior Location Van Service, Ltd. Transportation for River to River Festival 5,950.00
Association for A Better N.Y. Sponsorship 6,100.00
WFUV-FM(90.7)
BPCPC-Advertising 6,130.00
MIG & Co., Inc.
BPCPC-Information system consultant 6,210.00
McCue Gardens
BPCPC-Planting supplies 6,279.55
Four Seasons Power
BPCPC-Equipment & supplies 6,317.30
United States Merchants Protective
Co., Inc. BPCPC-Alarm monitoring service 6,377.29
Rainey, Chelita
BPCPC-Performer /Instructor 6,440.00
Zones
BPCPC-Computer software & parts 6,465.96
NYS Chapter of NAMC Sponsorship 6,500.00
Atrium Staffing Services LLC
BPCPC-Temp services 6,552.00
Harris, Rothenberg, Int'l LLC BPCPC-Employee assistance service 6,600.00
Sundance Music Inc.
BPCPC-Performer /Instructor 6,600.00
Liv Art, Inc. Police Memorial 6,860.00
River Terrace Associates, LLC Architecture 6,869.69
Sun Life Insurance & Annuity Company
BPCPC-Life Insurance 6,994.38
Symantec Corporation Support/Service 7,000.00
A Tech Electric Enterprises, Inc Electrical Services 7,040.00
Stantec Consulting Services, Inc. Consulting SVC 7,110.00
Wilfred MacDonald, Inc. sweeper 7,495.00
Moody's Investor's Serv. Financial Services 7,500.00
Poets House, Inc. Sponsorship 7,500.00
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Time Warner Cable Of NY Cable Service 7,524.14
NYS Child Support Processing Center Child Support 7,563.14
* Amount
Expended For
*Vendor Name * Procurement Description Fiscal Year
Greenwich Village Plumbers Supply
Corp BPCPC-Supplies 7,611.90
Ergonomic Group, The Support/Service 7,723.87
Citrix Systems, Inc. Support/Service 8,400.00
PFM Asset Management Financial Services 8,500.00
Accountemps
BPCPC-Temp services 8,528.40
Arthur M. Hirsch Company
BPCPC-Supplies 8,740.00
Staples Business Advantage Office Supplies 8,904.71
Derwyn Corp. Carpet Installation Services 8,940.90
Otis Elevator Company Elevator Repair 8,947.56
McLaren Engineering Group Engineering consulting services 9,372.00
ExxonMobil
BPCPC-Gasoline 9,390.25
CMA Consulting Electronic Timesheet Service-Hrnet Product | 9,500.00
School Specialty inc
BPCPC-Supplies 9,795.34
Van Engelen Inc.
BPCPC-Supplies 9,833.11
Danny Kapilian River to River 9,900.00
Valerie Cox Productions River to River Festival 2011 10,000.00
BPC Neighbors' Association Sponsorship 10,000.00
Fund for the City of New York Sponsorship 10,000.00
Museum of Jewish Heritage Sponsorship 10,000.00
The Skyscraper Museum Sponsorship 10,000.00
Kenneth Lynch & Sons
BPCPC-Supplies 10,150.00
Applied Water Management, Inc BPCPC-Maintain waste water recycling 10,320.00
Automatic Data Processing Payroll Services 10,814.40
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Compulink Technologies Inc. Support/Service 10,940.00
Iron Mountain Support/Service 11,201.98
F & F Industrial Equipment Corp.
BPCPC-Supplies 11,486.47
* Amount
Expended For
*Vendor Name * Procurement Description Fiscal Year
Friends of Hudson River Park Sponsorship 11,500.00
Mueser Rutledge Cons. Eng Inspection Services 11,602.00
Carroll Musical Instrument Rentals, LLC | River to River Festival 11,684.00
Bear Sterns Securities Corp Financial Services 11,725.24
Carter Ledyard & Milburn LLP Legal Services 11,790.81
Hellas Glass Works Corp.
BPCPC-Replaced & modified doors 12,480.00
Redsoft Technologies, Inc. Tracking System for Rent Defaults 12,788.00
Hewlett Packard Support/Service 12,959.00
Image Marketing Inc. Competetive edge website upgrade 13,000.00
Verizon Business Services, Inc. Phone, internet 13,232.03
New York City Water Board Water 13,495.03
MSC Industrial Supply Co. Inc
BPCPC-Supplies 13,722.71
Open Text, Inc. Support/Service 13,970.04
Crown Lift Trucks
BPCPC-Work vehicle 14,044.00
Green Depot, LLC
BPCPC-Lumber supplies 14,289.92
Con Edison Electricity 14,713.61
Burke Supply Company, Inc.
BPCPC-Cleaning supplies 14,728.50
Steven Winters Associates Audit Purposes 14,900.00
Quarterhorse Technology, Inc. Business Continuity 14,965.00
Steven String, Ltd. Fso John Pizzarelli River to River Festival 2011 15,000.00
Nextel Comunications Phone, internet 15,010.80
Spec Mix, Inc. Supplies 15,868.00

Royal Automation Supplies

Office Supplies
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16,088.05

Lincoln Life & Annuity Company Insurance 16,131.37
Professional Underwriters/Glatfelter
Brokerage Service BPCPC_Consulting services 16,17180
* Amount
Expended For
*Vendor Name * Procurement Description Fiscal Year
West Conn Corp.
BPCPC-Door repair 16,624.00
The Visionaire
BPCPC-Supplemental cooling 17,463.08
Megasecur Environmental Security Inc
BPCPC-Water barrier system 17,990.00
Granicus, Inc. Webcasting Services 18,000.00
Independent Media Sales & Services Office Supplies 18,117.00
Coco Raynes Associates Inc. Wayfinding 18,500.00
American Express Credit Card 18,740.06
Green Mountain Technologies, Inc. Support/Service 19,200.00
Technico Marine Corporation
BPCPC-Offsite storage 19,200.00
American Express
BPCPC-Credit Card services 19,573.95
State Insurance Fund Insurance 19,998.98
Bottom Line Theater Cabaret, Inc. River to River Festival 2011 20,000.00
United Concerts International River to River Festival 2011 20,000.00
Tribeca Film Festival LLC Sponsorship 20,000.00
NYS Dept. of Labor Public Work Enforcement Fund 20,349.49
Nextel Communications
BPCPC-Telephone services 22,427.39
Con Edison
BPCPC-Utilities services 23,828.35
ABM Janitorial Services Cleaning Services Consultant 25,692.00
Halcrow Engineers, PC Promenade Surrounding Pier A 25,713.00
The Guardian Life Insurance Company
of America BPCPC-Disability insurance 27,626.20
Wood Advisory Services, Inc. pier A Resistance Drilling Svcs 27,905.00
Wilmington Trust Company Auction Agent Fee 28,177.88
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The Bank of New York Trustee Fee 29,478.50
Environ Equipment Sales Ltd.
BPCPC-Waste compactor 31,000.00
Staples Advantage
BPCPC-Office & cleaning supplies 31,273.54
* Amount
Expended For
*Vendor Name * Procurement Description Fiscal Year
Music First Productions LLC River to River festival 2010-2011 31,420.00
ADP, Inc.
BPCPC-Payroll processing 31,554.66
Lexis/Nexis Legal Research Services 31,586.00
NYS Child Support Processing
BPCPC-Garnishment 35,961.09
Hudson River Park Trust
BPCPC-Offsite storage 36,534.42
Dell Marketing L.P. Support/Service 38,230.54
Domani Inspections Services, Inc Pier A Concrete Pier Deck Replacement 38,745.00
The Battery Conservancy Sponsorship 40,000.00
Pier A Battery Park Associates, LLC Reimbursement to tenant 42,034.77
Microsoft Corporations Support/Service 43,632.50
Otis Elevator Company BPCPC-Elevator maintenance service 46,197.08
Frank and Jeanne Cretella Reimbursement of Security 50,000.00
Joseph J. Grano, Jr. Reimbursement of Security 50,075.00
Grainger
BPCPC-Supplies 53,236.05
The Bachrach Group, LTD Temporary Employee Services 57,502.27
Design Constructs Pier A Design and Construction 57,681.00
Bobcat of New York, Inc. Equipment 62,416.00
New York State OGS Disaster Recovery Services 62,955.45
Rogers Marvel Architects, PLLC Vesey Street Streetscape Security Serv. 63,834.00
Clareo Networks LLC BPC Community Center Low Voltage 70,969.00
Municipal Credit Union Credit Union 75,622.30
BFP, L.P. As Operator Maintenance 99,999.96
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NYS Empl. Ret. System Retirement 100,162.74
Owner's Representative Services for the Pier
Ove Arup & Partners, P.C. A 106,503.00
CDW Government, Inc. Supplies 109,007.51
New York State Insurance Fund
BPCPC-Workman Compensation 110,733.10
* Amount
Expended For
*Vendor Name * Procurement Description Fiscal Year
Benefit Analysis, Inc. Benefit 112,633.40
New York Power Authority Utility 121,862.68
Ove Arup & Partners, P.C. Pier A Pier Review Services 128,128.00
Certified Site Safety of NY, LLC Site 23/24 Communiter Center 155,618.00
The New York Public Library Goldman Sachs Library Fund 165,719.96
Musco Sports Lighting, LLC Site 23/24 Ballfields- North Neighborhood 166,615.00
NYS Deferred Compensation Plan Deferred Compensation 213,020.48
Brookfield Financial Properties Rent 218,254.52
NYC Water Board
BPCPC-Utilities services 220,462.47
Manhattan Youth Recreation Sevices for the BPC Community 224,563.00
New York Power Authority
BPCPC-Utilities services 273,506.26
FJC Security Serv. Unarmed, Uniformed Guard Services 292,570.00
CIRS
BPCPC-Pension Plan 338,262.00
Regatta Property LLC Rent 490,342.40
NYS & Local Employees' Retirement
System Retirement 624,001.00
Alliance for Downtown NY, Inc. Sponsorship 632,000.00
Brookfield Properties One WFC Co.
LLC Rent 995,504.09
NYSHIP-Employee Benefits Division
BPCPC-Health Insurance 1,020,328.46
NYS Employees' Health Health 1,133,228.10
Hagedorn & Company Insurance 1,179,875.62
Peter Scalamandre & Sons, Inc. Project Close Out Agreement Site 22 1,575,000.00
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NYC Department of Parks Security 1,869,011.00
NYS Dept of Tax.& Finance NYS Cost Recovery 4,800,000.00
Battery Park City Parks Conservancy 7,340,281.49

Battery Park City Parks

* Note: Purchases without Competitive bidding were done by sole source, single
source, purchase order, contractural agreements, and from the NYS OGS list
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Material Pending Litigation

Approximately 800 claims have been asserted against the Authority and othersin State
and Federal courts by individuals who worked in and around the World Trade Center site after
the September 11th attack (such employees and their representatives hereinafter referred to as
Plaintiffs, and such claims hereinafter referred to as 9/11 Claims). Some of the Plaintiffs were
undertaking clean-up activities for ground lessees of the Authority and tenants of commercial
and residential buildingsin Battery Park City. Plaintiffs seek damages arising from the alleged
failure of the Authority and others to adequately protect them against exposure to potential
toxins. The Authority’s ground leases provide for ground lessees to indemnify the Authority
against certain claims. To date, Brookfield, Merrill Lynch and the lessee under the Gateway
Plaza Sublease have agreed to assume the defense of the claims related to the premises that they
control. The Authority is pursuing the tender of the remaining claims to its other ground
lessees. Certain of the Authority’ sinsurers have taken the position that their insurance policies
for the applicable period do not provide coverage to the Authority for these claims. In
November 2010, Plaintiffs reached the 95% opt-in requirement to effectuate the settlement of the
City and the World Trade Center Captive (i.e., the insurance company created by the City of
New Y ork and funded by FEMA to cover risks assumed by the City and its contractorsin claims
resulting from work done subsequent to the September 11 attacks), and Judge Hellerstein has
lifted the Stay preventing further action, which means that “ off-site cases’ (i.e. casesin the area
surrounding the World Trade Center site, such as those in Battery Park City) can now proceed.

The Authority is engaged in arbitration with Brookfield on the proper computation of
certain elements of rent for 1 WFC. At issue are $4-6 million in rent payments the Authority
believes are due from Brookfield for prior years. The arbitration should conclude in the first
2011, with adecision of a 3-person panel.
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