
have been required to do at a number of the locations they reviewed, could cost anywhere from 

$100 to $120 per square foot.  See Konsker Declaration ¶ 19.  The New Leases represent a 

combined total of approximately 218,000 square feet of substantially complete office space, plus 

approximately 11,000 square feet of additional storage space.  Even assuming the storage space 

requires no additional work, building out 218,000 square feet of office space “from scratch” 

would cost the Debtors between $21.8 million and $26.2 million and would delay by several 

months the Debtors’ ability to relocate and begin accruing the cash flow savings associated with 

the lower costs of the New Leases. 

25. Based on their extensive review of the available alternatives and negotiations with 

their current landlords, the Debtors have concluded, in an exercise of their reasonable business 

judgment, that it is in the best interests of their businesses and their creditors and estates for the 

Debtors to enter into the New Leases and relocate their corporate offices.8    

A. The New NYC Lease 

26. The Debtors intend to enter into a sub-lease of approximately 86,000 rentable 

square feet (“RSF”) on the third and fourth floors of a building commonly known as 750 Third 

Avenue, New York, New York, and certain storage space (the “New NYC Lease”), pursuant to 

an agreement by and between Reader’s Digest, as sub-tenant, and Advance Magazine Publishers, 

Inc., as sub-landlord (“AMP”).9  The salient terms of the New NYC Lease are as follows:10 

Premises: 750 Third Avenue, New York, New York 
 
Storage Space (approximate):    1,600 RSF   

                                                 
8  The Debtors have also determined to reject the Current Leases.  The Debtors do not, however, seek such relief 

by this Motion.  Instead, the Debtors intend to address the Current Leases separately, at an appropriate time. 

9  Advance Magazine Publisher, Inc.’s landlord is SL Green Realty Corp. 

10  The following summary is provided for the benefit of the Court and other parties in interest.  To the extent of 
any inconsistency between this summary and the New NYC Lease, the New NYC Lease shall control. 
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4th Floor  (approximate):         43,388 RSF 
3rd Floor  (approximate):         40,700 RSF 
Total (approximate):                85,688 RSF 
 

Term: Approximately 11 years.  The New York Lease shall commence upon the mutual execution 
and delivery of the Lease, but is conditioned upon the receipt of consent from the landlord 
under the master lease and court approval. The lease terminates on February 27, 2021.   
 

Base Rent: 
3rd and 4th Floors 

• Year 1 through 12/31/2014:   
$36.00 per RSF. 

*The monthly rent for each of the first 
eighteen months of the Term shall be 
reduced by $10,000.00.  

$252,264.00 per month $3,027,168.00 per year 

• 1/1/2015 through 12/31/2018:  
$28.25 per RSF. 

$197,957.17 per month $2,375,486.00 per year 

• 1/1/2019 through end of Term: 
$31.25 per RSF. 

$218,979.17 per month $2,627,750.00 per year 

Rent: 
Storage Space 

• Year 1 through 12/31/2014:   
$21.00 per RSF. 

$2,800.00 per month $33,600.00 per year 

• 1/1/2015 through 12/31/2018:  
$24.00 per RSF. 

$3,200.00 per month $38,400.00 per year 

• 1/1/2019 through end of Term: 
$27.00 per RSF. 

$3,600.00 per month $43,200.00 per year 

Free Rent/Tenant 
Improvement 
Allowance: 
 

• Seven months of rent is amortized out of the total rent due. 

• $15 per RSF was amortized out of the total rent due.  

• Reader’s Digest shall receive a rent credit equal to $10,000 per month for each of the 
first 18 months of the term in lieu of an improvement allowance. 

Security Deposit: Reader’s Digest shall provide the following letters of credit: (I) a letter of credit in the 
amount of $2,774,904 upon execution of the lease, which letter of credit pursuant to and in 
accordance with the lease may be reduced to $2,270,376 on January 1, 2016, and further 
reduced to $1,765,848 on January 1, 2019, and (II) a letter of credit in the amount of 
$2,270,376 by the earlier of (i) twenty days after Reader’s Digest receives a final order 
confirming a plan of reorganization from the Court, and (ii) February 28, 2010, which letter 
of credit pursuant to and in accordance with the lease may be reduced if the maturity date of 
the second priority loan in the amount of $300,000,000.00 is extended to a date later than 
December 31, 2014. 
 

Sub-Landlord's 
Damages: 

Reader’s Digest shall pay $50,000 to AMP if the Court does not approve the New York City 
Lease by December 21, 2010.  If Reader’s Digest does not obtain a final order confirming a 
plan of reorganization from the Court by March 1, 2010, then (i) if Reader’s Digest directed 
AMP to commence preparation of a certain portion of the third floor for Reader’s Digest's 
occupancy, then Reader’s Digest shall pay AMP an amount equal to $1,182,924 to cover 
AMP’s lost rent and moving expenses, or (ii) if Reader’s Digest did not so direct AMP, then 
Reader’s Digest shall pay AMP an amount equal to $932,924 to cover AMP’s lost rent. 
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Right of First 
Offer: 

Reader’s Digest has the right to lease, at fair market value, any rentable space that is leased 
by AMP on the second and fifth floors of the building that becomes available. 
 

Indemnification: Reader’s Digest shall indemnify AMP and AMP’s Guarantor under the master lease, from 
and against any claims, costs, damages, and liabilities incurred by AMP as a result of any 
breach by Reader’s Digest of any terms of the lease which causes a breach under the master 
lease (except to the extent that any such claims, costs, damages, and liabilities arise as a 
result of the negligence or willful misconduct of AMP or AMP’s Guarantor or are caused by 
an act or omission of AMP or AMP’s Guarantor).  Reader’s Digest shall indemnify AMP 
from and against all liabilities, obligations, damages, penalties, claims, costs and expenses 
for which AMP shall not be reimbursed by insurance, suffered or incurred in connection 
with or arising from (i) any breach or default by Reader’s Digest in the performance of its 
obligations under the lease, (ii) the use of the occupancy of the premises by Reader’s Digest 
or any person claiming under Reader’s Digest, or (iii) any act, omission or negligence of 
Reader’s Digest, its agents, servants, employees, contractors or invitees, in or about the 
demised premises, unless such claims shall arise as a result of the willful act or negligence of 
AMP. 
 

27. The New NYC Lease premises will serve as the Debtors’ new corporate 

headquarters and will also provide space for the Debtors’ Reader’s Digest and Every Day with 

Rachael Ray magazine staffs.  The space is substantially built out, including furniture and will 

include a fully up-to-date test kitchen for use by the Every Day with Rachael Ray staff.  The new 

space is more efficient than the current 34th Street Lease and the 260 Madison Lease spaces, 

with a higher density layout.  The quality of the office space itself is also a substantial 

improvement over the older 260 Madison Lease space.  The New NYC Lease building is 

centrally located, with close proximity to public amenities, including public transit.  

Furthermore, consolidating the Debtors’ editorial, marketing and executive functions in a new 

headquarters will allow the Debtors to obtain synergies from increased operating efficiencies and 

improved communication and coordination.  It will give the Debtors a “fresh start” with respect 

to their corporate image and culture as they emerge from chapter 11.  Together, these benefits 

will enhance the Debtors ability to coordinate between their headquarters and corporate support 

services and retain and recruit top talent.     
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