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To: Chair and Members of the Board County of Westchester Industrial Development
Authority (“IDA”)

From: Michael Grella, Economic Development Consultant to the Office of Economic
Development

Date: March 20, 2024
RE: Initech Holdings, LLC Project Cost Benefit & Impact Study Executive Summary

Applicant background:

Initech Holdings, LLC (“the Applicant”) is a creative partnership formed between Capstone South
Properties and Domain Capital Group, the co-owners of Electric Owl Studios. Michael Hahn is the
President and CEO of Capstone South Properties, which serves as the real estate developer on this
expansion (“the Project”). Michael has developed successful film studio, residential, and mixed-use
projects across the country. Domain Capital Group provides key financing to support both
development and operations. Electric Owl Studios will then run the production and post-production
under the leadership of Studio President Dan Rosenfelt. This team successfully lead the creation of
Electric Owl Studios in Atlanta, Georgia, a purpose-built film and television studio committed to
guality, community, and sustainability. The Project seeks to replicate and surpass that success in
Hastings-on-Hudson, New York.

The Project:

The IDA received an Application for Financial Assistant from the Applicant seeking Mortgage
Recording Tax and Sales Taxe Exemptions for the construction of a full-service film and television
studio in Hastings-on-Hudson. The Project will consist of eight buildings and will serve the following
functions:

e Sound Stages in three buildings: Six (6) stages totaling 120,000 square feet

e Production Offices: 57,000 square feet for production operations and support staff

e Flex/Mill/specialty Space: 68,000 square feet for set building, wardrobe, and other auxiliary
uses

The Sound Stages and Flex/Mill/specialty Space will be new construction. The Production Offices
will be in renovated and adaptively reused buildings. The Applicant intends for the Project to be
The Greenest Studio on EarthTM and is committed to developing and operating under industry-
leading environmental, social, and governance practices. The project will target Gold LEED
Certification. This studio will be one of only a few LEED Certified film studios in the world. The
developer for this Project previously built the world’s first Gold LEED certified studio in Atlanta, GA
openinginJune of 2023. The Project will maximize solar power, install EV stations, use low emitting
building materials, high efficiency HVAC, green roofs on over an acre of land, vastly improve
stormwater management and encourage use of transit and bicycles.

The Site, located at 1 South Broadway, is the setting of a legacy boarding and day school operated
for over 200 years. The school made a strategic decision in 2020 to operate only as a day school
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and now only needs to retain approximately four acres of its existing 24-acre parcel for this
purpose. The four-acre parcel to be retained is independent from the development site. The
remaining 19.97-acre Site includes the original school building, built in 1906, and 17 outbuildings
formerly used for dormitories and support functions. The existing buildings have no historical or
architectural designations that would preclude new development.

The Project site has been a non- property tax generating site since the early 1900’s. This Project
will bring significant property tax revenue to the Village of Hastings-On-Hudson for the first time
from this dormant site. Economic projections indicate that tax revenue to the Village will be more
than $30 million to the Village which includes $20 million to the Hastings Union School District.

New York City and the greater New York area (New Jersey and smaller towns outside of New York
City) have historically been, and continue to be, a major hub for media and entertainment
production. New York’s success as a primary global center for production is highlighted by its long
and storied history of film production, among the largest local talent and labor pools globally, tax
credits, and the number of diverse “on-location” filming options in and around New York City. A
majority of the labor working on the Project site will be unionized. This includes crew and talent.

“It’s not a typical place where you would build a film studio... A lot of them look like industrial parks.
But our campus is beautiful, it’s next to a nature preserve, and Hastings is one of the greenest
communities in the United States.... And we’ll be building one of the world’s greenest film studios
there.... This is a place where we not only can meet the productions where we are, but also move
toward zero-carbon and be leaders in this industry. We feel like we have a unique product, and
with our location close to New York, we’ll have an advantage in our marketplace.” -Michael Hahn,
co-founder, Electric Owl Studios.

Project Timeline:

Construction commencement: June 2024
Project Occupancy: June 2026

Project Completion: June 2026

Project Budget
Applicant estimates Project costs will be $121 million dollars with 75% of materials, and 35% of
labor sourced from within Westchester County.
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Project Costs and Construction Phase Spending

Direct Spending
Percent of Spending in inside Westchester

Total Project Westchester County County
Lonstryction Costs
Construction Labor £ 41,000,000 35% % 14,350,000
Construction Materials £ 50,000,000 75% % 37,500,000
Construction Subtotal £ 91,000,000 57% % 51,850,000
Dther Project Costs
Acquisition $ 18,000,000 n/a
Soft Costs £ 12000000
Other Cost Subtotal $ 30,000,000 4 -
Total Costs $ 121,000,000 g 51,850,000

This table shows Project costs from the Application and shows which of these costs drive the construction phase
impact analysis. Applicant indicated total construction costs of $91 million and $50 million in material cost,
therefore $41 million is assumed to be construction labor.

Source: Applicant. 57% of construction purchases are estimated to generate economic impact.

Source of Project Funds

Debt Financing: $80,000,000

Equity: $41,000,000

Empire State Development Grant: $1,500,000

Request and Need for Financial Assistance (as stated by Applicant)

The Agency’s assistance with the Project through sales tax exemption and mortgage recording tax
abatement is necessary to make the Project economically feasible in order to offset the high costs
of design, approvals and entitlements, construction including on-site parking and environmental
remediation.

Without the Agency’s benefits as being requested in this Application, the Project will be difficult to
finance. The Applicant will construct parking for the facility and, in addition, may have to remediate
certain environmental contaminants at the buildings located at the facility, all of which will be
costly.
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Estimated Financial Assistance Requested

Lotal Project

Sales Tax Exemption on Construction Materials
Construction Materials Sourced by Location 100%
Taxable Construction Materials Costs, Estimated $ 50,000,000
Combined Sales Tax Rate, County, State, and MTA 8.375%

State Sales Tax (4%) Exempted $ 2,000,000

MTA Tax (3/8%) Exempted $ 187,500

Westchester County Sales Tax (4%) Exempted % 2,000,000
Estimated Sales Tax Exemption % 4,187,500
Mortgage Recording Tax Exemnption
Estimated Mortgage Amount $ 80,000,000
Mortgage Recording Tax Benefit, Percent of Mortgage 1.000%
Estimated Mortgage Recording Tax Exemption* $ 800,000
Real Property Tax Exemption, Present Value % -
Estimated Financial Assistance Requested, Total $ 4,987,500

County Only
35%
$ 17,500,000
8.375%
n/a
n/a
$ 700,000
4 700,000
$ 80,000,000
1.000%
$ 800,000
$ -
£ 1,500,000

Source: Applicant. County estimates: Camoin Associates

Economic Impact - Construction Phase:

The Applicant estimates that construction costs represent approximately $91 million of a total

project cost of $121 million. 35% of construction labor and 75% of construction
of total construction costs) will be sourced from within Westchester County

Based on the new direct spending associated with the construction phase of t

Project will support an additional 118 new direct, and 181 total full-ti

construction jobs, representing approximately $19.4 million in earnings and

materials (57%

he Project, the
ime-equivalent
$71 million in

economic output in Westchester County. $136K in additional County sales tax revenue will be

generated by the Amended Project.

Economic Impact - Construction Phase

Total Activity

Earning Sales
Total Associated Activity $ 41,000,000 § 91,000,000
Percent in Westchester 35% 57%
Economic Impact in Westchester - Construction Phase
Jobs Earnings Sales
Direct 118 $ 14,350,000 $ 51,850,000
Indirect 30 $ 2474435 § 10,082,183
Induced 33 $ 2,613,094 § 9,012,906
Total 181 $ 19,437,529 § 70,945,089

Source: Lightcast, Camoin Associates

5968160.v1



THE 7
CATALYST

WESTCHESTER COUNTY
INDUSTRIAL DEVELOPMENT AGENCY

One-Time Sales Tax Revenue

Temporary Construction Phase

Total New Earnings £ 19,437,529
Amount Spent in County (70%) £ 13,606,271
Amount Taxable (25%) £ 3,401,568
County Sales Tax Rate 4.00%
New County Tax Revenue $ 136,063

Source: Camoin Associates

Economic Impact - Operational Phase:

Electric Owl Studios will support five direct employees, four of which will be full-time and
generate approximately $7,500 of annual sales tax revenue. The Applicant states the
Studio itself will also support over five hundred indirect employees both on a contract
basis and through the film and television tenants that lease the space. These productions
will also generate substantial additional sales tax revenues and economic impacts with
production companies, staff, and cast members patronizing local restaurants, hotels, retail
establishments, suppliers and vendors.

Electric Owl operates as a multimedia production studio, where film productions (Netflix,
Amazon, Disney, Warner Brothers, etc.) rent the studio and associated facility space to
produce films/media projects. As such, the site schedule varies with each production.
Generally, production is a six- month (%) process involving several steps:

| Show Preparation ((x) 100-person occupancy) - Months 1 & 2 (75% office workers,
25% set workers)

[ ] Show Preparation/Set Construction ((#) 200-person occupancy) - Months 3 &4
(50% office workers, 50% set workers)

] Filming Phase ((+) 300-person occupancy) - Month 5 (40% office workers,50% set
workers, 10% talent)

[ ] "Strike" - Set Breakdown and Exit Phase ((x) 150-person occupancy) - Month 6

(50% office workers/SO% set workers)

Office workers - accountants, producers, assistants etc.
Set Workers - construction, grips, gaffers, art department etc.
Talent- actors, directors, etc.

Typical operations would involve one "Large" production occurring on the Site at any given
time, but it is possible for two "Small" productions to be active on the Site concurrently. A
Large production would be defined as occupying all stages, all office and all mill space and
there would be no room for any additional productions on the campus. A Small production
would be defined by only occupying half the stages, office and mill shop and a maximum
of two such productions would be on Site at any one time. If two small productions are on
Site simultaneously, the process schedule described above would be staggered, so that
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filming of the two productions is not concurrent.

When the site if fully leased, either two Small or one large production, up to 500 people
can be employed on site at any given time.

It is possible that over the course of a year, three different productions could be on site
creating over 1,000 distinct film production jobs in the course of a year. Another
individualistic feature of the film production industry is that it tends to pay higher wages
than its equivalents in similar industries particularly the construction workers (electricians,
carpenters, etc.) will tend to get higher wages than they would on a typical kind of
construction job. Film and television production provides skilled, well-paid jobs that are
less susceptible to automation and provide important benefits such as health insurance
and retirement contributions. The average wage motion picture industry annual
compensation in the U.S. is $86,000.

Additionally, productions tend to hire as close to a production location as possible making
the jobs local. Electric Owl keeps a list of local crews to give to productions as they come
into our studio to facilitate this process.

Economic Impact - On-Site Operations

Jobs Earnings Sales
Direct 5 £ 515,000 % 1,908,191
Indirect 5 $ 371,250 % 983,005
Induced 2 $ 184,317 § 469,887
Total 12 $ 1,070,566 §$ 3,361,083

Source: Lightcast, Camoin Associates

Annual Sales Tax Revenue
On-Site Operations

Total New Earnings £ 1,070,566
Amount Spent in County (70%) $ 749,396
Amount Taxable (25%) % 187,349
County Sales Tax Rate 4.00%
New County Tax Revenue $ 7,494

Source: Camoin Associates

Cost Benefit Analysis and Ratio

The cost benefit ratio for the Project is 2.28 meaning $2.28 of Westchester County tax revenue will
be generated for every S1 of County tax incentives provided to Applicant. This Project is in the top
quartile of cost-benefit ratio for projects considered for inducement by the IDA since it began
conducting cost-benefit analyses in 2019. Note, this ratio does not include the economic impact of
studio productions which will significantly increase the cost-benefit ratio.
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Fiscal Benefits and Costs of Financial Assistance in Westchester County Over 15 Years

One-time Sales Tax Revenue from Construction Earnings

Sales Tax Revenue from On-5ite Employee Spending, 15 Years, Present Value
Add'l Property Tax Revenue, Project vs. No Project, Present Value

Total Fiscal Benefits

Foregone One-Time Sales Tax on Construction Sales
Foregone One-Time Mortgage Recording Tax
Foregone Property Tax Revenue, Present Value

Total Costs of Financial Assistance

Benefits to Costs (53,413,647 / $1,500,000)

$

136,063
77,785
3,199,799

$
$
$

3,413,647

700,000
800,000

| B

1,500,000

2.28
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Exhibit A - Project Community Benefit Analysis

Apprenticeship / Internship Program. The Applicant plans to create a local internship or
apprenticeship program.

Employment. The Project will increase employment opportunities as set forth in the Application.
The Project will provide a large number of construction jobs. The Project, once operational, will
have a number of permanent employees and contribute to the local economy.

Increased Property Tax Revenue. Currently the Project site is exempt from the payment of real
property taxes. Once the Applicant owns the Project site, the site will be placed back on the tax
rolls and will be taxable.

Increased Sales Tax Revenues. The enhanced sales tax revenues that will be generated by the
Project’s users and others in the film industry will benefit the Village and County and enhance the
local economy.

Investment by Applicant. The Applicant will make a substantial capital investment in the Project as
set forth in the Application. The Project, once completed, will be a part of the core of the Village
and will add to the vitality of the County.

Local Hiring. The Applicant intends to provide interviews to students and recent graduates of
Westchester colleges and universities and or list available employment opportunities with college
career offices and estimates 80% of full-time employees will be hired locally.

Labor Policy Compliance. The Applicant has indicated it will comply with the IDA Local Labor Policy.
The Applicant has reached out to local labor organizations to discuss opportunities to bid on Project
related contracts.

Local Vendors. The Applicant has stated that approximately 95% of goods and services supporting
the operation of the Project will be sourced locally.

M/WBE/SVDOB Contractors. The Applicant has stated no specific dollar figure will be committed;
however, all contracts will be bid to MWBE/SVDOB businesses if such businesses are available.

Sustainability Features (as stated by Applicant). The Studio is aiming for LEED Gold certification
and features living roofs, solar panels, EV chargers, gardens, and wide variety of green initiatives
which the Applicant states the Project will be the “Greenest Studio on Earth.”

The film industry is a historically wasteful industry in terms of construction. The Applicant (through
Electric Owl Studios) has decided to confront these traditional obstacles to sustainability and waste
by dedicating itself to making film and television production sustainable. Most production
companies (such as Disney and Netflix) that will be using the studio are under corporate mandates
to address sustainability. Therefore, in addition to its benefits to society in general, Electric Owl’s
focus on improving sustainability gives it a competitive advantage relative to the market.
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Sound stage buildings are voluminous and need excessive amounts of power to heat and cool.
Theatrical lighting in the stages requires significant amounts of power. Stages were historically
constructed without thought to sustainable materials. Through its use of solar power, Electric Owl
Studios estimates it will offset up to 50% of the power usage in the sound stage buildings. To further
reduce the power demand, the Applicant will use high efficiency HVAC systems and LED lighting for
theatrical use. Additionally, the Applicant will use recycled materials in its steel buildings systems
as opposed to concrete which can have significant carbon impact.

Additionally, the site is unique in terms of its setting. Located in a primarily residential and forested
area, the Applicant, in conjunction with the community and government authorities, has made
significant efforts in design that will maintain and improve the pastoral character of the area. These
include over one acre of semi-intensive green pollinator roofs and comprehensive landscaping.

Further, the site has architecturally significant buildings and other features that the Applicant
intends to improve and adapt to use for the film and television production workforce. The Applicant
is working with SHPO to preserve the history and character of the site. Significant expenses will be
required to remediate these building structures and bring them up to code.

The Agency’s financial assistance will be a significant help in offsetting the expenses associated with
the sustainable improvements mentioned above.

“Our focus on environmental stewardship aims to reduce the impact the production process can

have on our planet by leading innovation in every aspect of filming, including design, construction,
materials, and overall day-to-day operations.” - Dan Rosenfelt, Electric Owl Studios co-founder.
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