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June 7, 2010

Paul D. Selver, Esq.

Partner

Kramer Levin Naftalis & Frankel LLP
1177 Avenue of the Americas

New York, NY 10036

Re: Comparative Economic Feasibility Study
City and Suburban Homes Company, First Avenue Estate
429 East 64th Street & 430 East 65th Street
New York, New York County, NY 10065

C&W File ID:  08-12003-9138

Dear Mr. Selver:

In fulfillment of our agreement as outlined in the Letter of Engagement, we are pleased to lransmit our
comparative economic feasibility study of the above property dated June 7, 2010. The effective date of the

analysis is May 1, 2010.

The subject of this comparative economic feasibility study is two walk-up buildings containing 190 units, which are
landmarked by the New York City Landmark Preservation Commission. According to the New York City
Administrative Code Section 25-309, reasonable return is defined as a net annual return of 6.0 percent of the
valuation of an improvement parcel. Under the definition, the subject property does not generate a reasonable

return.

The property was inspected by and the report was prepared by M. Wendy Hwang and John T. Feeney, Jr.
Matthew C. Mondanile, MAl and Timothy Barnes, CRE, FRICS did not inspect the property but have reviewed the
report and concur with its findings.

Based on continued use without building-wide capital improvement but with capital expenditure sufficient to cure
fire and safety conditions in units, the proforma develops a return of negative 2.871% based on the valuat}on.
The income and expenses reporied in the TC201 2010 form indicates a negative net operating income (NOI) of
$565,179. This equates to a return of negative 8.503%. A copy of the TC201 2010 form is found in the addenda.
Therefore, we have concluded that the imposition of the landmark’s designation on November 21, 2006, has
rendered the property incapable of generating a reasonable return on valuation as defined in the New York City

Landmarks Law.
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PAUL D. SELVER, ESQ. CUSHMAN & WAKEFIELD, |ng
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Respectfully submitted,

CUSHMAN & WAKEFIELD, INC.
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Matthew C. Mondanile, MAI John T. Feeney, Jr.
Executive Managing Director Executive Director
NY Certified General Appraiser NY Certified General Appraiser
License No. 46000004616 License No. 46000028659
A
M. Wendy Hwang Timothy Barnes, CRE
Director Managing Director
NY Certified General Appraiser New York Certified General Appraiser

I__icense No. 46000048428 License No. NYS 46000006137



CITY AND SUBURBAN HOMES EXECUTIVE SUMMARY ]
- - .

GENERAL DESCRIPTION
The following is an execulive summary of the information that we present in more delail in the reponi.

BASIC INFORMATION .

Common Praoperty Name: Cily and Subwhban Homes Company, Report Type: Comparalive Economic Faasibiity

First Avonua Eslale Sludy i
Address: 220 £x31 641h Slreel § 430 Easl 55
Sirsel

Clty: Naw York Daia of Inspection: Y503

Slate: NY Date of Raport: [Fr A ]

ZIp Cade: 1065

County: New York

Property Ownershlp Enlity: SLahl York Ave. Co, LLC

CW File Relerance: 08-12003-9138

SITE INFORMATION

Land Area Gross SF: 20,083 Shis Utliity: Good

Land Area Acres: 0458 Site Topography: Gently slpping

Is thers additfonal Excess Land? No Sita Shape: Reclangular

Excess Land Area 5F, Q Frontage: Very Good

Excess Land Area Acres: 0.00 ALCASS: Good

Tatal Land Area SF: 20,083 Visiohity: Good

Total Land Aroa Acres! 0.46 Locatlon Rating: Avorago

Flood Zona: X Number of Parking Spaces: 0

Flood Map Numbar; 360497 -0069F farking Ralie {par 1,600 sf}: 0004

Flood Map Dalo: 9rE07 Parklag Typa: None

BUILTHNG INFORMATION -

Typs of Proparty Muith-Family Actual Age; e Yaare

Number of Unita: 190 Quallty: Poor

Number of Bulldings: z Coadilan: Falr 1y Poor

Grosq Bulliing Area: B4.826 5F Yaar Bulll: LE3 1)

Net Reniable Area: 10,406 5F Yaar Renovoted: MIA

Number of Slorlas: & Land ta Building Ratlo; 0241

Bullding Clazs; c
EEE—————
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CITY AND SUBURBAN HOMES SUBJECT PHOTOGRAPHS W

View of the subject property looking northwest across York Avenue.

View of the subject property looking southwest across York Avenue,
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CITY AND SUBURBAN HOMES

SUBJECT PHOTOGRAPHS

e

Street scene facing north on York Avenue. Subject property is on the lefi.

Street scene facing south on York Avenue. Subject property is on the
right.
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CITY AND SUBURBAN HOMES SUBJECT PHOTO GRAPHS VI

T T S S . S W —
View of the subject and adjacent buildings from East 64™ Street.
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CITY AND SUBURBAN HOMES SUBJECT PHOTOGRAPHS Vi

View of a typical kitchen.

View of a renovated kitchen.
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(117 AND SUBURBAN HOMES SUBJECT PHOTOGRAPHS i

View of a typical bathroom.
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View of a lypical bathroom
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CITY AND SUBURBAN BOMES

SUBJECT PROTOGRAPHS
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Vlew of a typical living room.
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CItY AND SUBURBAN ROMES SUBJECT PHOTOGRAPHS X

View of 3 typical bedroom.
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CITY AND SUBLURB AN HOMES SUBJECT PHOTOGRAPHS X1

View of a typical bedroom.
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CITY AND SUBURBAN HOMES SUBJECT PHOTOGRAPHS XV

View of exterior fagade facing courtyard.
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CITY AND SUBURBAN HOMES SUBJECT PHOTOGRAPHS XV

View of the electrical room.
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View of the boiler room.
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View of the roof.
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CITY AND SUBURBAN HOMES INTRODUCTION 1

INTRODUCTION
SCOPE OF WORK

Cushman & Wakefield, Inc. has an internal Quality Control Oversight Program. This Program mandates a
“second read" of all assignments. Assignments prepared and signed solely by designated members (MAIls) are
read By another MAI who is nof participating in the assignment. Assignments prepared, in whole or in part, by
non-designated appraisers require MAI parlicipation, Quality Control Oversighi, and signature.

The scope of this assignment required collecting primary and secondary dala relevant to lhe subject property. We
analyzed rental data, and considered the input of buyers, sellers, brokers, property developers and public
officials. We relied upon a physical inspection of the subject property from 2009. We also mvestlgated the general
regional economy as well as the specifics of the subject property's local area.

The data have been thoroughly analyzed and confirmed with sources believed lo be reliable, leading to the value
conclusions in this report. The valuation process used generally accepled market-derived methods and
procedures appropriate to the assignment.

The assignment employs elements of the Income Capitalization Approach for use in a comparalive economic
feasibility study.

{ﬁ CUSHMAN &



CITY AND SUBURBAN HOMES INTROEDUC TION 2
—cLe i e

IDENTIFICATION OF PROPERTY
Cammeon Properly Name: City and Suburban Homes Company, First Avenue Estate

Location: 429 East 64th Sireel & 430 East 65th Streal
New York, New York County, NY 10065

Assessor's Parcel
Number: Block 1459, Lol 22

Legal Description: The legal description is presenled in the Addenda of the report.

PROPERYY OWNERSHIP AND RECENT HISTORY

Current Qwnarship; Stahl York Ave, Co. LLC

Sale History: Ta the Best of our knowledge, the properly has nat transferred within the past three
years.

Current Dispositian: To the best of our knowledge, the propery is not under conlract of sale nor s i being

markeled for sale.

DATES OF INSPECTION AND ANALYSIS
Cate of Analysis: May 1, 2010

Dale of Inspection: May 1, 2010

Properly inspeclion was
periormed by: M. Wendy Hwang and John T. Feeney, Jr.

INTENDED USE AND USERS OF THE REPORT

Intended Use: Intermal use by The Slahl Real Esiate and for submission 10 the Landmarks
Preservation Commission of the Cily of New York.

Intended User: This report Is prepared for internal use by (he Stahl York Avenue Company an for use
by the Company in connection with an applicalion, pursuant (o Seclion 25-309 of (he
New York City Administralive Code, for 2 ceriificate of approprialeness on the ground
that the subject properly, as 2 designaled New York Cily landmark, does not produce
a reasonable return on (ls valustion. No olher use is anlicipated ¢ permitted without
the wrillen permission of Cushman & Wakefield, Inc.

This reponl does not employ any extraordinary assumgptions, hypolhelical conditions, supplemental standards. or
jurisdictional exceplions.

'51;'!} CUSHMAN &
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CITY AND SUBURBAN HOMES REGIONAL maAP a

REGIONAL MAP
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CITY AND SUBURBAN HOMES INVESTMENT CONSIDERATIONS 4

—_——

INVESTMENT CONSIDERATIONS

GENERAL RESIDENTIAL MARKET CONDITIONS

The New York City residential markel has retreated from its peak. Significant declines in condominium prices as
well as rental rales are evident throughout most areas of the city. The local economy is anlicipated to lose at
lease 165,000 jobs as estimated by the New York State Comptroller's office. Forecasts from other sources
indicate as many as 250,000 to 300,000 job losses, which would be similar lo the losses witnessed between 1991

and 1994 as well as 2001 and 2003.

Rental rates, on an effective rent basis, have decreased between 20 to 25 percent since Seplember 2008. In
2009, landlords were offering concessions in the form of free rent, payment of brokerage commissions and
offering fee service amenities such as health club memberships. In the first 5 months of 2010, the rental market
has shown signs of tightening. Long term, we believe the shift in the residential market will stabilize in 2010, with

a return to growth in 2011.

Developers are not able to obtain financing to acquire siles and the market for development sites is very poor
currently. There is a substantial disconnect between bid and ask prices. As investors must use significantly
greater levels of equity, and demand greaier returns commensurate with risk, prices are expected to decrease.
However, the lack of data from transactions warrants a discussion of the impact on real estate from the maiaise

throughout the capital markets.

Financing remains very difficult to obtain. The Cushman & Wakefield Capital Markets Group’'s May 2010 update
indicates loan 1o value ratios of 50 to 80 percent. Terms range from 2 to 10 years with interest only 1o 30 year

amortizations.

As it relates lo development sites, financing is more restrictive than in the 2004-2007 period. We do not know of
new land loans being made in New York City. However, banks are extending loans on partially improved and
dormant sites. Bomowers are being asked/forced 1o increase equity in return for extensions of 12 10 18 months.
Buyers requiring large percenfages of debt are currently out of the market. Equity orienled buyers are those
which will be able to acquire development sites. Long term, the supply fundamentals for Manhattan are favorable
compared to mosf urban areas of the country. Industry analysts report that significant amounts of equity exisis
poised to enter the market at iming most advantageous to those sources. Cushman & Wakefield Capital Markefs
Groug reperts no significant development sites currently available from non distressed sellers in Manhatian,

THE FINANCIAL CRISIS
The credit crunch that began io unfold in the U.S. in mid-2007 evolved into a global financial crisis by October

2008, soon after the Lehman Brothers bankruptcy. Many market observers equate this crisis as the greatest
challenge to the world's economic health since the Great Depression. Its effects have radically reshaped the
financial sector, and its consequences continue to impact nearly every other industry.  Although many financial
experts believe thaf the worst may be behind us, economic conditions remain fragile. Concerns aboul a “double
dip" loom large in earty 2010, while job creation becomes the next big obstacle to tackle.

From the start, government efforts lo combat the crisis were not only robust but unprecedented. The Emergency
Economic Stabilization Act of October 2008 (EESA) allowed Treasury to facilitate the $700.0 billion Troubled
Asset Relief Program (TARP) aiso known as “the bailout”. In February of 2009, the American Recovery ang
Reinvestment Act of 2008 (AARA) was enacled by Congress and signed into law. Better known as the “stimulus
bill", the $787.0 billion package included federal tax cuts and extended unemployment benefits, in addition to
increasing domestic spending on education, health care, and infrastructure. So far, about a third of the “stimulus”
money has been spent. Time will tell if a second “stimulus” is needed, as many leading economists argue that

cu
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CITY AND SUBURBAN HOMES INVESTMENT CONSIDERATIONS 5

such a step is necessary. For the time being, however, it appears that government policies have Successfy||
reinvigorated the financial markets. y

The fallout from the crisis was significant, widespread, and permanently altered the financial landscape_
Institutions such as Lehman Brothers, which had been around for well over a century, were acquired, fileq for
Chapter 11 bankruptcy protection, or placed into federal conservatorship. Money from TARP flooded these
companies with the much needed cash to stay afloat, pulling them, and the economy at large, from the brink of
collapse. To date, a few major institutions such as Bank of America, /PMorgan Chase, and Goldman Sachg have
repaid their TARP loans; however, most of this has been done with capital raised from the issuance of equity
securities and debt not necessarily guaranteed by the federal government.

EcoNoMIC IMPACT
The U.S. officially entered this recession in December 2007, although the National Bureau of Economic Research

(NBER) didn’t declare it until a year later. At the moment, no official end has been announced, but the economy
grew by 2.2 percent in the third quarter of 2009, and by 5.6 percent in the fourth quarter; the best performance
since 2003. This growth level, however, is not sustainable and most estimates place 2010 growth somewhere in

the 3.0 percent range.

Despite improving economic indicators, the NBER remains cautious and has yet to declare an end to the
recession. Their concerns about the severity and duration of the contraction have made it particularly harg to
determine with authority that a recovery has begun. This type of acknowledgement is rare in the history of setting
dates to business cycles and may affect the behavior of certain investors, consumers and policy makers .
Notwithstanding, most economists’ concerns about a “double-dip” recession are indicating that this scenarig is
becoming less likely and anticipate that economic fundamentals should continue to improve.

Listed below are some notable economic trends:

Following two years of job losses, job creation increased in the first quarter of 2010. The unemployment
rate, however, held steady at 9.7 percent, largely as a result of the long-term unemployed reentering the

job market.

March 2010's same-store retail sales beat expectations, bolstering talk of a budding rebound for the
nation's malls and discounters. Thomson Reuters, reported that March 2010 same-store retai sales
increased by 9.1 percent, significantly higher than the 6.3 forecast and the strongest monthly sales gains
since the company started tracking in 2000. They warned, however, that the gains are relative,

particularly since the year-ago pericd was so weak.

March 2010 new home sales jumped 26.9 percent compared to February 2010 largely to take advantage
of the tax credit that's set to expire. Not only is the fastest single-month rate in 47 years, but the gain
snapped a four-month streak of declines. The average new home price, however, was pretty much fla¢
compared to a year earlier and about 12.0 below the average price in 2008.

CONCLUSION
As market observers who simulate behavior rather than affect it, we await market evidence as to the long term

impact of the credit crisis. Risk is considered in the context of our anticipation of rental growth and most vividly in
our cap and discount rate selections. Current investor behavior reflects a higher cost of capital, concern about the
economy, a reduced pool of investors, and more conservative rent growth and cash flow modeling assumptiong_
We recognize also that the new market purchasers will have a greater equity interest and lenders will be working

with more conventional lending margins, debt and equity coverage ratios.

i
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CITY AND SUBURBAN HOMES LOCAL AREA MaP

LOCAL AREA MAP
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CITY AND SUBURBAN ROKES LOCAL AREA ANALYSIS 7
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LOCAL AREA ANALYSIS

LOCATION
The property is localed on the westerly dlackiront on Yack Avenue between East 84™ and East 65" Sireets in the
Upper East Side section of New York. The Upgper East Side is an area that exlends from East 50" io East 110™
Streels, east of Cenlral Park and Fifth Avenug to the East River. The closest sub-districl defined wilhin the Upper
East Side is Lenox Hill, exiending trom East 66" ta East 77 Streels, generally west of Lexinglon Avenue. The
immediate area of lhe subjecl is characlerized by low and mid-size housing with institytional/hospital uses. Area
institution includes Rockefeller University, Memorial Sloan-Keltedng. and Weill Cornell Medical Centers.

Fl

£y Saeto Cacive Lo S0 Sloi orn - T,

18 AL KATA -:. L ] 3 3 2 Bl =t
The Upper East Sids is & general term that incorporates the neighborhoods of Park East, Yorkville ang Carnegie

Hill. Park East is located between Fifth and Park Avenues, north of East 59" Street and is Ihe premier Upper
£ast Side lacale. Yorkville is centered around 86™ Street and Second Avenue. Carnegie Hill is the disirict aroung
82" Streel and Madison Avenue. The heart of the district is generally considered to be between 65" ang 79™
streels. The Plaza District, a commercial area of Midtown Manhattan, borders the Upper East Side on (he south
East or Spanish Barlem borders the Upper East Side to the north.

Tne Upper Easl Side has historically been one of the more desirable parts of New York City in which (o reside
and Park £ast is an especially attractive area. Fifth Avenue, which forms the eastern border of Central Park, was
formerly lined wilth mansions and townhomes that were built by wealthy indusirialists and socigliles in the tale
1880s, shoslly after Central Park was laid out. While nearly all of the mansions on Fifth Avenue have been razed
for high-rise development, the side streels are still improved with turn-of-the-century mansions. Many of {he
jownhouse and mansions in the Park East area have been converled 1o apartments, offices, schools or arg useq
by foreign consulates of the United Nations.

5ill!. CUSHMAN &
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CITY AND SUBURBAN HOMES LOCAL AREA ANALYSIS 8

The area of the Upper East Side, east of Lexinglon Avenue, is not considered as presligious an address as Park
Easl. Housing east of Park Avenue was originally constructed for the working cfass and consisted of century-oid
low-rise tenements and brownstones, The architecture in this area is inferior to that of Park East, and there are
fewer buildings of historic merit. The Second and Third avenue “Els” {elevated train lines) had been located in the
area. The noise and other associated problems of elevated trains diverted luxury residences to the west before
they were razed. East End Avenue and parts of York Avenue have some of the more expensive high-rise
residences on the East Side. Since they are close to the East River, many apariments enjoy unobstructed river

views,

Since World War Il, most of the new residential development on the Upper East Side has been concentrated east
of Park Avenue due 1o the lack of available sites and zoning restricts new high-rise construction in Park East.
The avenues are, for the most part, lined with modern post-war rental and condominium high-rise buildings that
have restaurants, boutiques and rental on the street-level.

The Upper East Side is a place of many art galleries in Manhattan. The construction of the Metropolitan Museum
of Art, begun in 1877, served as a magnet attracting other museums and galleries. Fifth Avenue is also known as
Museum Mile along parts of its length. The Guggenheim Museum, The Museum of the City of New York and the
Frick Collection are in the vicinity on Fifth Avenue. On Madison Avenue the largest and most widely known
museum is the Whitney Museum of American Art at East 75" Street. Madison Avenue has a wide variety of
private art galleries and dealers along the side streets, as articulated earier. Internaticnally known auction
houses are also located within the Upper East Side. Christie’s is located at Park Avenue and East 59" Street
while Sotheby’s is on York Avenue at East 72™ Street.

Hunter College of the City University of New York occupies several modem high-rise buildings at 68" Street and
Lexington Avenue. This liberal arts college is 70 years old and has a 14,000-student enrollment for business and
liberal arts students. Marymount Manhattan College has several buildings on East 72" Street and Second

Avenue.

The largest institutions of higher tearning con the East Side are along York Avenue and the FDR Drive hetween
63" and 71% streets. On this stretch are Rockefeller University and the Cornell Medical Center. Three hospitals
adjoin this complex. The more notable is the Memorial Sloan-Kettering Cancer Center which is perhaps the
leading institution focusing on cancer care. The Hospital for Special Surgery and Rockefeller Hospital are nearby.
Otner hospitals on the East Side include Regent on East 61" Street, Manhattan Eye, Ear and Throat on East 64"
Street and Lenox Hill which occupies an entire block at East 76™ Street and Lexington Avenue. There are also
Gracie Square Hospilal, Doctors Hospital and two large complexes north of East 96" Street, Mount Sinai and
Metropolitan.  This vast collection of general and specialist health care creates a multi-billion dollar industry.
Patients come from all over the world to seek treatment at these fine institutions. Hundreds of private

practitioners are found on the East Side, especially on Fifth and Park avenues.

CONCLUSIONS

The neighborhood benefits from its a large relative affluent resident population. The cultural attractions of the
Upper East Side, have always helped to make it a desirable and culturally enriching place in which 1o reside and
conduct business. The location is considered to be attractive and well served by local service and retail
establishments. The immediate vicinity of the subject is one which is relalively distant from subway service.
Lexington Avenue at 58", 63, and 68" Streets are the closes subways. The presence of the area hospitals and
Rockefeller University interrupt the retail landscape, requiring residents to traverse to First and Second Avenues
for some basic neighberhood services. Overall, the area is considered average.
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_ SITE DESCRIPTION "

SITE DESCRIPTION

Location:

Shape:
Topography:
Land Area:;

Frontage:

Access:
Visibility:

Soil Conditions:

Utilities:
Site Improvemenls:

Land Use Restrictions:

Flood Zone:

FEMA Map & Date:

Flood Zone Description:

Wetlands:

Hazardous Subslances:

VALUATION SERVICES

429 Easl 64th Sireet & 430 Easi 85th Streel
New York, New York County, NY 10065

The subject properly is localed on the weslerly blockfront of York Avenue between
Easl 64th and East 651h Streets.

Reclangular
Gently sloping
0.46 acres / 20,083 square leet

The subject property has very good frontage. The fronlage dimensions are tlisteg
below:

East 84th Sireet 101 fest
East 65th Sireel 101 feel
York Avenue 201 fee

The subject property has good access.
The subject property has good visibility.

We were not given a soail report to review. However, we assume thal the soll's 10ag-
bearing capacity is sufficient 10 support existing and/or proposed siructures. We did
not observe any evidence to the contrary during our physical inspection of the
property. Drainage appears 10 be adequale

All municipal/public utilities are provided and available lo the site.

The site improvements include asphalt curbing, courtyard, yard lighling and drainage.

We were not given a title report 1o review, We do not know of any easements,
encroachments, or restrictions thal wouid adversely affect the sile’'s use. However.
we recommend a tille search to determine whether any adverse condilions exist.

The subject properly is located in flood zone X.
360497-0089F, dated September 5, 2007
Areas delermined to be outside the 500 year flood plain

We were not given g Wellands survey to review. If subsequent engineering gata
reveai the presence of regulaled wellands, it could malerially allect property value.
We recommend a wellands survey by a professional engineer with expertise in 1his
field.

We are not trained to perform technical environmental inspections and recommend
the hiring of a professional engineer with expertise in Lhis field.

;ﬂ} CUSHMAN &
MM WAKEFIELD,
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Overall Site Utility:

Location Rating:

VALUATION SERVICES

The subject site is functional for its current use.

Average

SITE DESCRIFTION 10
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IMPROVEMENTS DESCRIPTION

The subjeci property is improved with @ 180-unit apartmenl complex. The subject properly feaiures various
amentilies, which are lisled below:

SUBJECT PROPERTY AMENITIES
PROPERTY AMERITIES

24 Hour Doorman: No 24-How Mainuvgl. Yes Fitness Cenler: No
Concierge: No Security: No Freplacs: No
Valel Services: No Laundry Facillies: Yes Cable TV; Ne
Recreation Area: N& Tenmanl Slorage: Mo High-Speed Internet: No
Community Cenler: No Public Transporation: Yes Valel Trash: No
Business Cenler: N¢o Walk-in Closels: N Vaulled Cailing: No
Tol Lol Na Microwave: o Balcony / Palic: No
UNIT AMENITIES

Alr Corditioning: No Panic Alarms: No Dishwasher No
Washer & Dryer: No Mini Blinds: No Hardwood Floors: Yes

Conpifed by Cushman & Wakefield, Inc.

The following description of improvements is based on our physical inspeciion of the improvements and our
discussions wilh the subject property's owner's representative.

‘ﬁ

GENERAL DESCRIPTION

Years Built: 1916

Years Renovated: N/A. Individual units have been renovated.
Number of Unils: 180

Number of Buildings, 2

Number of Slories: 6

Land To Building Ratio: 0.24 to1

Gross Building Area:

iNet Rentable Area:

Basic Consiruction:
Foundation:
Framing:

Floars:

Exlerior Walls:
Roof Type:

Roof Cover:

VALUATION SERVICES

CONSTRUCTION OETAIL

84,826 square feel

70,406 square feet

Wood frame wilh masonry

Poured concrete slab

Wood post and beam

Wood sub-floor aver wood joists
Stucco and commercial grade brick
Flat with parapet walls

Sealed membrane

L

CUSHMAN &
WAKEFIELD,
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Windows: Thermal windows in aluminum frames in most units.
Pedestrian Doors: Glass, wood and metal

MECHANICAL DETAIL

Heat Source: Oil-fired boiler, burning No. 6 oil. There are 2 oil tanks located in the basement .
10,000 and 11,000-gallon capacity. The mechanical system is located in 416 EWlth
65" Street, which provides service to the subject buildings. ast

Heating System: Steam heat to perimeter coils

Cooling: Window-mounted units -

Plumbing: The plumbing system is assumed to be adequate for the exisling yse and
in

compliance with local law and building codes. The plumbing system is typicaj of oth
properties in the area with a combination of PVC, steel, copper and cast iron Pipi er
ng

throughout the building.

Electrical Service: Each unit has 40 AMPs of electrical capacity. Fuse boxes are located above eg h
unit's entrance door. The electrical system is inadequate based on current markc
standards. The amperage is not adequate to service typical appliancesllight,' &

electronics/computer usage in the market. ngs/

Electrical Metering: The building has a master meter

Emergency Power: None

Elevator Service: The buildings do not contain elevators.

Fire Protection: Not sprinklered. The owner reports several small fire in the structures Each
apartment has a metal fire escape.

Security: None

INTERIOR DETAIL

Layout: The subject buildings are adjacent to a large complex in the Upper East Side. |p

combination, the complex is situated on an entire City block between Eggt 64th and

East 65" Streets with avenue frontage along First and York Avenues. These
buildings were built in the early 1900's with uniform construction details, excluding the
subject buildings. On April 1990, the complex, excluding the subject buildings, was
landmarked by The New York City Landmarks Preservation Commission. The
subject buildings were landmark designated in November 20086.

The subject of this comparative economic feasibility analysis consists of two, 6‘Story
walk-up apartment buildings. Each building is divided into 4 sectors with separate
entrances off the courtyard. A typical sector contains 3 to 5 units per figor The
property contains 190 units with approximately 9 foot ceiling heights. Unit types
include studio, one-bedroom, and two bedroom layouts. Each unit features hardwoog
floors in the bedrooms and living room with vinyl tile floors in the kilchen, Kitchen
appliances include 4-burner stove/oven, a refrigerator, wood Countertop, ang
cabinets. The bathrooms contain a 4-foot tub/shower with toilet and vanity. Room

‘é‘l{l:.} CUSHMAN 5
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Floor Covering:
Walls:

Cellings:
Lighting:

Restrooms:

AMENITIES

Project Amenities:
Unit Amenities:

SITE IMPROVEMENTS
Parking Capacity:
Onsite Landscaping:
Other:

PERSONAL PROPERTY

CAPITAL EXPENDITURES

VALUATION SERVICES

IMPROVEMENTS DESCRIF> T, Py
Nr

—

sizes are very small, with atypical dimensions compared to market norm s

and common area hallways are narrow. Apariments have minimal Clo g or

Furthermore, 6-story walk-ups typically represent of old tenement desig het S}

walk-up buildings experience higher rates of turnover comparative to e'e\’ats -

buildings, as tenanis request re-location to lower floors or move o Mo re £ Or o

buildings. Yim gy

Hardwood

Painted drywall and plaster

Painted drywall and plaster

Fluorescent

Original bathrooms consisted of ceramic tile flooring and ceramic tile tub Surr

Due to the small size and inadequate layout of the bathroom, the existing tugl.md

approximately 48" long with custom-fit toilet. New fixtures must be cUStom b S gy
Uijt ¢,

accommodate the size of the bathrooms.

Laundry facilities available in a neighboring property on First Avenue.

None

0 spaces
Minimal

The site improvements include asphalt curbing, courtyard, yard lighting and drain
age.

Personal property was excluded from our valuation.

A prior capital expenditure plan from 2008/2009 included ihe following itemsg-

»  New through-window AC units with upgraded eleclrical system to SUpport
additional load.

= [nstallation of toilet exhaust systems.

®  [nstallation of corridor ventilation systems.

the

= |nstallation of kitchen ventilation systems.

" lnstallellt'ion of emergency lighting in all egress corridors, lobby, basemem, ang
roof utility rooms.

= Replacement of floor drain grates and cleaning of underground piping.

= Replacement of all existing sanitary stacks and vent risers.

»  Replacement of all existing storm water risers.

= New 4” metered domestic water service.

um Cu SH
"5 WalEr NS
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IMPROVEMENTS DESCR | F= -,
N

SUMMARY
Condition:

Quality:

Design and Functionality:

Actual Age:

VALUATION SERVICES

T
= New domestic waler service backflow preventer.
= |nsulation of all domestic hot and cold waler piping.
»  [Domeslic water service consent pressure pumping System.
»  Gas-fired domestic hot water healers for each building.
= |nstallation of shut-off valves for cold and hot water risers.
= Installation of full sprinkler system.
= Address fire alarm system.
A total future capital improvement budget of $10,530,233, excluding ury i Fenovar
was provided by Project Consult, a project management conSuIti,-,g Firm at:g
extensive experience in the New York City market. wit
During 2009 and the first 5 months of 2010, ownership did not unde"take th
improvements, due to a lack of funds. Furthermore, the purpose of this Com a e_SE
Economic Feasibility Study is to delermine the eccnomic return shouigy thepcrat.we
expenditure be limiled to repairs required for habitability, but not those Consfde,—:zlta]
be upgrades of interior finishes and building-wide systems. OQverall, we USeq 5 | to
capital expenditure of $2,325,000. This equates to 50.0 percent of ¢ o f)tal
renovation plan as it relates to interior unit upgrades. ginal

i

The improvements were found in fair to poor condition. The improvementg are in
of physical and functional upgrade. The improvements provide a fair (g aVer::ed
appearance relative to the competing buildings within its market. Its competitive Dosmge
is poor. on
The subject is situated within a markel characterized by hi-rise elevator buildings Th
subject does not offer physical or service amenities similar to market normsg lts- o e
size dimensions are very small, inferior to competitive product. FunhermOre lc:]':

infrastructure within the buildings is sub-standard including electrical, Plumbin
fixtures. 8. and

We inspected the roof of the buildings and made a detailed inspection of the Mech
systems. The appraisers, however, are not qualified o render an Option 4
adequacy or condition of these components. The client is urged (o refain ap, ex
this field if detailed information is needed about the adequacy and condit
mechanical system.

anical
S the
Pert in
ion of

The building quality was found to be fair to poor.

The average unit size of the subject buildings is 371 square feet. The unit layoy
design are not consistent with current market standards. The existing bayp,
require custom fixtures, including 48" tub and custom-fit toilet. The bathrgg
and unit layout prevents further alteration to expand the existing bathroom.

tang
Ooms
M siza

84 years
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REAL PROPERTY TAXES AND ASSESSMENTS

CURRENT PROPERTY TAXES

The subject property is located in the laxing jurisdiction of New York City. The assessor's parcel ide mtjfinar
number is Block 1458, Lol 22. According to the local assessor's office, the subject properly is C’aSSiﬁeéca“OI
Class |l property. The assessment and taxes for the property are presented below: 8s ¢

Property Real Estate Taxes

2009/2010 FEN W] - - . Actual Transitionai
-Lang: $1,800,000 $1.648,700
{mprovements: 733,500 1,114,650
Total: $2,533,500 32,764,360
2010/2011 s Actual Transitiona)
Land: $1,800.000 $1.800,000
Improvemenis: 846,000 966, 150
Total: $2.6456,000 $2,766,150
2009/2010 Class 2 Tax Rate {per $100 of assessed value) $13.243
Total Taxes ’ = $347,874

Real estale taxes in New York City are the product of the assessed value iimes the tax raie, for the fiscal

July 1 through June 30 {payable July 1 and January 1). Taxes are estimated based on applying the Class 2ylear
rale 1o the lower of the transitional or actual assessment. The 2009/2010 tax rale for a Class 2 Propert E""
$13.241 per $100 of assessed value. The real estate taxes for lhe subject properly are based on the fiscay ¥ is
beginning May 1, 2010. Therefore, we ulilized 2 months of the 2009/2010 tax assessment and 10 Monthg Ofyﬁ‘jar
2010/2011 tax assessment. Therefore, the total real estate tax burden for the subject site equates 1o $347 8749

which is $4.10 per square fool. We used this amount in our analysis. ' '

TAX COMPARABLE ANALYSIS

To determine if the taxes on the property are reasonable, we examined the aclual tax burdens of Si
properies in Ihe market. They are illustrated in the iable below.

Milar

REAL ESTATE TAX COMPARABLES

No. Property Narme & Localion FParcel Mo, Buiidirig Arba (3F] Year Bullt A t Asses/SF Tolnl Taxay - T
$ SUBJECT PRCPERTY Block 1459, Lot 22 84.82% 1318 £2 546,000 53119 $350,357 - _Axag/SE
1 412 Eas| 5510 Stee! Efack 1365, Lot 39 89.020 1956 53,468 500 $38.96  S4s59375 5453
2 31020 East 718! Suieet Block 14¢5, Lol 40 55000 1959 $1.782,900 S22 $236.074 857§
3 331 Easl 715l Streel Block 1426, Lol 14 60,400 1940 S2647.800 5438t 5350595 300
4 450 Easl Bed Sirarl Block 1457, Lot 17 723,578 1930 425 532,000 $30.67 31513102 55 80
5 436 Easl 690 Street Block 1483, Ldl 31 97305 1867 SI082500 83165 5408154 $4.85
6 425-31 £as1 7200 Strest Block 1467, Lot 18 5,375 1938 $1A74700  SI26T 5249229 $4 .19
STATISTICS — ——— = = — — $4.33
Low., S7.905 1038 $1.782900  §$30.22  $236.074 e
High 723578 1961 $26.532,000 $43.84  $3513100 400
Average: 181,128 1951 6,554,750 535.67 869,239 ;:"30
o0

Corrgien by Cemtirian & Wk et ine.

The comparable properties reflect taxes ranging from $3,239 lo $6,984 per unit or $4.00 to $5.80 per SqQuare foot
wilh an average of $5,097 per unit or $4.40 per square foot of above grade gross building area. '

f."\ CUSHMAN&

VALUATION SERVICES ) WAKET NS
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REAL ESTATE TAXES UPON STABILIZATION

The subject properly will be re-assessed based on lhe slabllized income of ihe properly. To determine ¢ he real
estate taxes on a slabilized basis, we examined Ihe aclual income and real estale laxes of rental apmy Ament
buildings throughoutl Manhattan, They are lustrated in Lhe lable below.

Income vs. Real Estate Taxes
No. of No.of” No.of L % -

Property Locatlon Unlts GBA FM RR . EGI RE Taxes, % of EG}
Midtown East 30 18,725 SF 19 19 $705.330 5166,528 2381%
fidiown Wesl 95 63.528 SF 51 44 $2,941,329 $700,555 2382
Midtown Wesl 479 475,327 SF 479 0 $23,334,220 $5.754.546 24 663,
Chelsea 55 55,233 &F 26 2 $1,850,868 $383,797 20.74%

Upper Wast Side 150 124,284 SF 73 77 $3,933,330 $801.793 2037%

Average 2383%

Based on the 2009 revenue and expense statement, the real estale laxes of the subject property was 33 07
percent of the effective gross income. Based on slabilized occupancy, we believe a reasonable estimate of t.he
real eslate taxes for the subject property will be 25.0 percent of the effective gross income.

YALUATION SERVICES @3 WAKEFIELD
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ZONING

GENERAL INFORMATION
The property is zoned R-10 by the New York City. A summary of the subject’'s zoning is provided below:

R3-2, R4, R4B, R5, R6, R7, R8, R9 AND R10-GENERAL RESIDENCE DISTRICTS.
These districts are designed 1o provide for all types of residential buildings, in order to permit a
broad range of housing types, with appropriate standards for each district on density, open space,
and spacing of buildings. However, R4B Disiricts are limited to single- or lwo-family dwellings, and
zero lol line buildings are not permitted in R3-2, R4, (except R4-1 and R4B), and R5 (except R5R)
Districts.  The various dislricts are mapped in relation lo a desirable future residential density
patiern, with emphasis on accessibility to transportation facilities and o various community
facilitties, and upon the character of existing development. These districts also include community
facililies and open uses which serve the residents of these districts or are benefited by a residential

environment.

The R-10 zoning district permits a maximum as-of-right, floor area ratio (FAR) that governs building sizes of 10.0
times the lot size for residential uses and 10.0 times the lot size for community facility uses. With Inclusionary
Housing Bonus, this zoning districts permits maximum as-of-right FAR of 12.0 times the lot size for residential

uses. X

In the Property Description section of the report, we estimated that the subject site contains 20,083% square feet.
Based upon the maximum residential floor area of 10.0, an as-of-right yield of 200,830+ square feet is indicated
before mechanical bonuses. 8ased upon the maximum permitied floor area, the current improvementis do not
exceed the maximum bulk size. The subject site is substantially under-improved. We are nol experis in the
interpretation of camplex zaning ordinancas bul the existing and proposed development appear to be g legal,
conforming use based on our review of public information.

The above grade gross building area of the existing structure at the subject site is 84,826 square feet. The
property is significantly under improved. However, on November 2006, (he subject property was included in the
amendment of the April 1990 Landmark designation of City and Suburban Homes Company, First Avenue Esiate
by The New York City Landmarks Preservation Commission. In 1980, Ihe subject buildings had been excluged
from the Landmark designation of the city block 1458,

We know of no deed restrictions, private or public, that further limit the subject property's use. The research
required 1o delesmine whether or not such restrictions exist, however, is beyond lne scope of this consulting
assignment. Deed restrictions are a legal matter and only a title examination by an attorney or title company can
usually uncover such restrictive covenants. Thus, we recommend a lile search to determine if any such

restrictions do exist.

. Al cushman
VALUATION SERVICES ‘I WAKEFIELD.



EPA RAREL SLIBLIR AN | (ISR

LR

foriss wm

Y =t

A = —mww

E— TR T e e W

Gy A — v
B

e T T e

§

AL LK [y B ariira i

4



ECONOMIC FEASIBILITY ANAR_ys j5

CITY AND SUBURBAN HOMES 20

+

COMPARATIVE ECONOMIC FEASIBILITY ANALYSIS

OVERVIEW

According to the New York City Administrative Code Section 25-309, a request for a centificate of apo rODriateness
authorizing demolition, alterations or reconstruction on grounds of insufficient return must meet the following

tests:

1. the improvement parcel (or parcels) which includes such improvement, as existing at the times of {he fillin
of such request, is not capable of earning a reasonable return; and g

2. the owner of such improvement:

¢ in the case of an application for a permil to demolish, seeks in good faith to de molish such
improvement immediately (a) for the purpose of constructing on the site thereof with reasonable
promptness a new building or other income-producing facility, or (b) for the pUrpose of
terminating the operation of the improvement at a loss; or

= inthe case of an application for a permit o make alterations or reconstruct, seeks in goog faith to
alter or reconstruct such improvementi, with reasonable promptness, for the purpose of increasing

the return therefrom.

The Landmarks Law defines reasonable return as a net annual return of six percent of the valuation of the
‘improvement parcel’ during a ‘test year' — defined for the purposes of this report as the most recent calendar
year, or 2009. We have attached to this report a copy of Form TC201 for calendar 2009, which shows that during
that year the property not only failed to make a reasonable return; it operated at a loss.

We note that the financial results for calendar year 2009 may have been affected by the fact that abeyt 50% of
the apartments on the subject property were vacant during that year. To address the question of what the return
might have been if the vacant apartments were occupied, we prepared a pro forma statement of income and
expenses on the assumption of such occupancy. In addition, because 85 of the vacant apartments coyiq not be
occupied unless and until they had been rehabilitated to the extent needed 1o meet minimal Standards of
habitability and code compliance, we adjusted the value of the property upward 1o reflect the costs that would
reasonably have been incurred or capitalized in connection with such a rehabilitation.

The analysis of whether the six percent return on the value of the subject property can be realized is based op the
formula 6% = Numerator/Denominator where (a) the Numerator is the stabilized pro forma net Operating income
in Year 1 and (b) the Denominator is $6,647,100 — the sum of the subject properly's assesseq value
($2,533,500), rencovation costs ($2,325,000) and capitalized lease-up costs ($1,788,600).

We present hereafter an estimate of the return from the subject property based on its continued operatiop with
only the minimum improvements needed for occupancy of the vacant units, inclusive of the estimated cost to
rehabilitate those units.

CONTINUED USE - WITH RENOVATION SUFFICIENT TO CURE
FIRE & SAFETY ISSUES

POTENTIAL GROSS REVENUES — RESIDENTIAL
Generally, Manhatian residential lenants pay a fixed gross rent on a monthly basis. it is atypical in this market o

provide heat and electricity in the renis. Other operating expenses and real estate taxes are the reSDOnsibimy of

the landlord.

: Ay Cusy
VALUATION SERVICES W WakeraNs
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The subject property's rental component includes 190 rental apartments.  The residential remt o)
consist of 85 studio units, 119 one-bedroom unils, and 6 two-bedroom units. Furthermore, 51.05
units (97) are rentable at market rates with this component pariially leased but overwhelmingly
could be leased if appropriately improved; and 48.95 percent of the units (93) are leased to -
tenants. Total net rentable residential area is estimated at 70,406+ square feet. Based upon this mj
unit size of 371+ square feet is derived.

apartments
Percent of the
vVacant which
€Nt reguiateq
>, an average

MARKET RENTAL RATES - APARTMENTS

In order to evaluate the potential rents for market based units we surveyed the competitive market to determine
what comparable buildings in residential areas similar to the subject's are offering. The CO"TIDetitive rental
properlies surveyed were located in various neighborhoods of Manhattan. From interviews wit th
agents of the properties, we were able to verify the unit mix and square footages within these compe titiy,
and the rental ranges associated with each unit type.

e leasing
€ projects

In our analysis of the current market rental rates for these unils, we utilized the rent per square foot measy
The price per square foot unit of comparison is the most widely used for these types of buildings. re.

The chart presented on the second following page indicates current rental rates ranging betweer $48.65 ang
$63.36 per square foot for studio units, $35.10 and $49.41 per square foot for one-bedroom units, ang $30' 04 arr:d
$53.39 per square foot for two-bedroom units. '

A potential tenant in any apartment complex makes subjective judgments concerning location, floor plans
apariment size, quality of finishes, and special amenities included in competlitive properties. Other CO”Sfderations,
such as parking and convenience {o transportation, shopping, recreation, cultural, educational, and €M ployment
centers also enter the list of intangibles that may affect the desirability of a residence in the perception, of 4
tenant. The comparison of real estate is not a scientific process, but the analysis we have undertake dup
that followed by the typical potential tenant.

typical
licates

The following chart exhibits the rental rates of 12 market rate apartments within adjacent buildings of the subject
property. These buildings are under the same ownership as the subject and are within landmarked StrUCtures In
the aggregate, they contain a tofal of 965 units, including 215 vacant units. This equates to a vacancy raté of
22.28 percent. Of the 965 unils, the following chart exhibits 12 market rate units. The adjacent bU”dings are
generally homogenous in terms of physical features and services. Based on the current scenario,

, . ere
proposed renovation have been reduced to compliance with relevant code to ensure habitability, these oy

. . . . i units
generally have superior rengvated interiors, and generally better layouts, and superior overall conditiong
- iy cu
VALUATION SERVICES jrl Wﬂ\sﬂ'ﬁ'.‘}f &
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COMPARABLE RENTS
“ADDRESS UNIT NO " LAYOUT "SIZET BASE-RENT $/SF

412 East 651h Sireet 5G 2-ROOM 356 SF $1,339.00 54513
423 East G41h Sireet 4J 2-ROOM 345 SF $1,358.50 $47.25
407 East 641h Slreet 1F 2-ROCM 383 SF $1377.87 $43.17
421 East B41h Sireet 1l 3.ROOM 369 SF $1,047.38 $34.06
421 Easl 64lh Sireet 3A 3-ROOM 373 SF $1.254 47 $40.36
404 East 65th Sweet 2E 2-ROOM 435 SF $1,478.90 $40.580
404 Easl 651h Streel B 3-ROOM 420 SF $1,765.54 $50.44
410 Easl 65th Slreet 3F 2-ROOM 350 5F £1,257 .14 $43.10
410 Easl 651h Slreel 58 2-ROOM 356 SF $1,497.90 $50.49
412 Easl 65Lh Slreg! 2l 3-ROOM 455 5F $1,420.62 $37.47
412 East 65Lh Siregt 20 3-ROOM 415 SF $1,886.22 $54 54
414 East §5lh Sireet 8D 4-ROOM 425 SF $1,669.60 $47.14
MIN 345 SF $1,047.38 $34.06°

MAX' 455SF  $1,886.22  $54.54

AVERAGE _ 300SF  $1445.10  $4d.48

The following are images of the comparable unils illustrated above, which demonstrate superior finishes and
overall condilion. Without the originally proposed in-unit renovation and upgrades, and the originally proposed
building-wide capital expenditure, we do not believe the vacant units will achieve a level of occupancy remotely
close 1o the industry standards.

View of a typical kitchen.

View of a typical kitchen.

VALUATION SERVICES

View of a lypical bathroom

View of a typical bedroom.

View of a typical bedroom.

t‘.“!: CUSHMAN &
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projects in Manhattan have similar finishes and appeal.
achieve higher levels of rents, these properties have super
the immediate areas surrounding the building. Hence, tr
reasonable.

RESIDENTIAL UNIT ABSORPTION

The provided rent roll indicates that 93 of the units a
Ownership reports very high vacancy levels for many ye
conducive for tenants in the market. Six-story walk-ups :
with families. The buildings lack modern security featu
sprinkler system, is a poor combination regarding fire sa
typical tenant usage in the market. As such, we conclude
levels. We have projected an absorption period of appr
absorption analysis contained within the residential market
the residential market in the short term. It considers that
due to the renovation of the units.

The Rockrose Corporation is leased its building at 455 \
February 2008, with tenants moving in beginning in Marct
foot. The initial absorption rate is averaging 25 to 30 units
free rent, and offered to pay for brokerage commissions if a

In Downtown Manhattan, the Moinian Group leased up 9!
office building. Between the date marketing began in June
the units were leased. Over this initial absorption period,
offered 1 to 3 months free rent.

The Related Companies leased its units at Southtown Bui
building completed in 2008. Between April and November
$42 to $44 per square foot. This equates to absorption of
now stabilized.

More recently, several developers have been leasing units
569 unit building developed by Glenwood Management. T
and has been able to lease units at a rate of approximat:
Additionally, Silverstein is leasing at his two towers on 42™
developer has leased approximately 400 units at a similar
Green. This equates to 44 units per month.

Downtown, Rockrose has been leasing units at 200 Water £
the units in 3 months, which equates to approximately 60 pe
new developments that are leasing up. Columbus Square,
between Amsterdam and Columbus Avenues will contain 7
complete and the developers, Stellar Management and the ¢
May 2009, which equales to 32 units per month. The Sess.
Street between Amsterdam and West End Avenue has e
equates to 29 units per month.
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View of an vpdaled bedroom.

View of an updaled kitchen. View of an updated bathroom.

The comparable renls exhibiled indicale a wide unadjusled range in average renlal rale. Localion, leve) of
physical and service amenities, building height, room dimensions. and interior apartment finish and ceiling heighi
are the mos! crilical factors affecling Llhe average renlt oblainable within aparnment bulidings. '

PROPERTY INFORMATION QUOTED MONTHLY. RENT ]
.
@ o
g E 58
PROPERTY NAME 23 S 2% BEDS/ QUOTED RENT
Ho. |ADDRESS 28 (Y2 |25 BATHS WY SIZE (5F) QUOTED RENT PER MONTH | SISFIYEAR
1 [359E620a S 55 [1eve ]| 0 [Swdo 518 $2.100 [ 4885 o —
359 E 62nd I 1 Bearm Fios] £2,9%4 845,61
Z-Bedmn 1,810 $5 201 38 77
3 foden
2 |Stencharge 63 a0 Y44 7 |Sam a5 $2.219 $40.72
300 E &34 51 1 Bedrrn 100} $2.882 $29.75
Z Bedrm 1,000 g $53 30
3 Bedrm
3 |Renolr House 152 | 184 12 | S 550 $2,756 54922
4 E 63rd St 1 Qedim &50 £2. 486 £35.10
2 Bedim 1E10 4,031 30 04
1 8edim
4 |400E 57Ih St 64 03 | 20 | Sudie 504 26a1 $83 95
400 E 570 5L 1 Bednn v42 £3,055 S48 41
2 Bedun 1,614 $4,620 $33 70
3 Beaorm
ISTICS (reluding Subject) Min Max
Low [ ET 504 550 531 $2.400  E2EST S22 | $H83  $8336 85274
High: 264 1979 | 20 |1 Bodmn 142 s f08 $2466 53,055 L2631 | S350 $4941  S4347
Averaga: 149 1956 12 |2 Badrm 1,000 1.610 1.449 $4.031 35,01 4,525 | $0.04 85339  $3847
Totats: 551 1 Bedrm
T ——

Compedad 0y Cuthman & Wakehals, ing.

the inferior layout. amenities, building height, and overall condilions, we oroject g

With consideration given to
monthly rental rale for the subject of $600 per unit or approximately $20.00 per square fool, rounded, as of May

2010. This rental conclusion reflects the achievable rent with minimal update to make the unils habitable Tq
reflect the current market conditions created by the recession and globeal credil crisis, we did not increase the

cenlal projeclions through the absorption period.

Buildings ewned and operated by the New York City Housing Authority typically offer unils in similar condilion (o
Ihe subject units, ance brought up to habitable standards. The rent levels within NYCHA's buildings in Manhaian
ranges between $15 and $30 per square foat. Furthermore, other types of area housing, including current ang
former Mitchell Lama properties, and renl regulaled unils in area buildings typically deveiop renls ranging from

$20 1o $35 per square foot, depending on localion, size of apartment and condilion of improvements. These
VALUATION SERVICES ’cfn,} WarEms
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projecls in Manhattan have similar finishes and appeal. Although surrounding rental buildings i

achieve higher levels of rents, these properties have superior finishes, amenities, and less desiralko g Mis ay
the immediate areas surrounding the building. Hence, the projected market renlal rate of $60 Oy “ongd
reasonable. er m

RESIDENTIAL UNIT ABSORPTION

The provided rent roll indicates that 93 of the units are occupied; 48.95 percent occupancy, - ; _
Ownership reports very high vacancy levels for many years as the utility of the subject's units/la = ing;
conducive for tenants in the market. Six-story walk-ups are not ideal, especially for senior ciliz e " Cut g
with families. The buildings lack modern security features and the wood frame construction, A e Or te
sprinkler system, is a poor combination regarding fire safety. Electrical service is poor and doag 'Ch 5¢
typical tenant usage in the market. As such, we conclude the subject will continue to operate wit iy [P Mot Suy
levels. We have projected an absorption period of approximately 51 months. This is well su '9h Vac;
absorption analysis contained within the residential market analysis and considers the variable fa Cto ged by
the residential market in the short term. It considers that no units wiil be absorbed in the first month "Mpac
due to the renovation of the units. ©f leas

The Rockrose Corporation is leased its building at 455 West 34" Street in Manhattan. It was co

February 2009, with tenants moving in beginning in March 2009. Rents range between $40 to $5n th!eted
foot. The initial absorption rate is averaging 25 to 30 units per month. The developer offered one tg tw:r Squg
free rent, and offered to pay for brokerage commissions if applicable. Month

In Downtown Manhattan, the Moinian Group leased up 95 Wall Street, a 504 unit residential CoONv e, re

office building. Between the date marketing began in June 2008 through September 1, 2009, over 90 5 ©on of ar
the units were leased. Over this initial absorption period, leasing averaged 30 units per month. Th Srcent o
offered 1 to 3 months free rent. _ Sndliorg

The Related Companies leased its units at Southtown Building 6, located on Roosevelt Island. It jg a o

building completed in 2008. Between April and November 2009, the property was 62 percent lease g 42 unit
$42 to $44 per square foot. This equates to absorption of 25 to 27 units per month. Reportedly, the prorents of
now stabilized. Perty jq

More recenlly, several developers have been leasing units in the Hudson Yards area. The Emeraly Gre

569 unit building developed by Glenwood Management. The developer is offering one 1o two Monthg free” is a
and has been able to lease units at a rate of approxmately 100 per month in the fast three MONthg 5 € rent
Additionally, Silverstein is leasing at his two towers on 42" Street. Since the leasing office openeq in pm
developer has leased approximately 400 units at a similar level of concessions as those found at thg o Y. the
Green. This equates to 44 units per month. Merajy

Downlown, Rockrose has been leasing units at 200 Water Sireet. The developer was able to lease 50
lhe units in 3 months, which equates to approximately 60 per month. On the Upper West Side, there are
new developments that are leasing up. Columbus Square, located from West 97" Street to West 100t
between Amsterdam and Columbus Avenues will contain 710 units once complete. Currently two buitgin <
complete and the developers, Stellar Management and the Chelrit Group, have leased 290 of the 454 Units are
May 2009, which equates to 32 units per month. The Sessanta also has two towers and is located on Wes *gC't:'
Street betweeri Amsterdam and West End Avenue has leased 261 out of 301 units since May 2gq O

erCent of
s Severg
treets

9! WHhHi
equates to 29 units per month. hich
fh ¢
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These comparable properties depici the performance of invesiment grade assets in Manhatlan, wit o .

physical and service amenities. The subject is not in this competitive class. At the appropriate Frent =5t-in-
City apariment buildings generally experience less than 5.0 percent vacancy. Based on lh e Sc,:hNew

renovations, lhe proposed upgrade to in unit habitable features and the renl cenclusion, we dete.— ?du.'e
appropriate velocity to be 6 units per quarter. This conclusion considers the practical issues oF W"n:ned
performing upgrades in conjunction with the layout, infrastructure, and power requirements to up ©rk cn
building and aparimenis. The presence of lead paint also delays typical renovation schedule. + Srade

impact to the subject absorption level is the physical condition of the units. Multiple work crews wo g c;e great
the power available within the buildings. The remediation and certification of lead paint remov gy Verwhe
process. When landlords recaplure older vintage apartments and rencvale ihem to de-regula tes o ta lengt
timing is typically 4 to 6 weeks for interior renovalions, preceded by a period awailing materials arngy labjtus’ H
Again, this is typical for larger buildings or complexes with multiple work crews. Qur model cons iders ) r Crew
crews each renovating 3 units per quarter, over a period of 4 10 5 weeks on average. WO wg,

We leased the 97 vacant market rate unils at a rent of $600.00 per unit.

RESIDENTIAL ABSORPTION ANALYSIS

Unita Lénza Up Périod Current RanV/ \nnital Ren Commissiona  Revanue Loss :
Leasad Unit FYB @ Stabliization ‘Fres Rent Freo Rent Dierin koL

0 Units Loased Quanter | $500.00 30 1 month £0 e ASeyp .

6 Units Leased Quarter 2 $600 00 $43.200 1 month $3,600 50
& Unuis Leasad Quanar 3 $500 00 §43,200  month $3.600 F21,600
6 Units Laased Quarler 4 $600.00 543,200 ' month $3,800 $32.409
6 Unils Laased Ouarter § 5600.00 $43.200 1 manin $3.600 343 200
& Unils Leased Ouarler 8 $800 00 $43,200 1 month 33,600 $54 509
& Unhs Leased Ouaner 7 $600.00 543,200 f mpnth $3.600 564 800
8 Units Leasgd Quarler § $600.00 £43.200 1 month $3.600 575, 600
& Unils Leased Quarter B $600.00 543,200 } month $3,600 586 400
& Units Laased Quarter 10 S800 00 $42,200 ¥ month £3.600 397 200
6 Units Leased Quarter 11 $600.00 $43,200 1 month $3,600 $108.009

G Unliz Liased Quaner 12 SH00.00 343,200 1 manh 33,600 $1 18,800

8 Units Leased Quanter 13 $600 00 $43.200 } month $3.600 $129 5oy

6 Units Lensed Guartar 14 5600.00 $43,200 1 month §3.600 $140 409
6 Units Leased Quarter 15 $600.00 $43,260 1 manih $3,600 2151,30¢

& Units Laased Quarter 15 $660.00 $43,200 1 month 52,600 $162.009

7 Units Leased Quavter 15 $600.00 $50,400 } month $4,200 :’ 72,800
97 Totals ' $696,400 358,200 w

This equates 10 lease-up cosis of $1,788,600. A contingency was incorporated, which considers any addit;

cosls thal may arise during the lease-up period. This is prudent in an economic forecasl to aCCountona!
unforeseen expenses resulting from additional rent loss, labor and ¢lean-up costs, permitting and “ming del for
We modeled for one months rent for each unit 1o be renovaied and leased, lotaling $58,200. ays.

Residential Commissions/overhead $58,200
Lost Rental Revenue $1,872,200
Contingency $58,200 |
Total Post-Completion Cosls $1,788,600

SUBJECT RENT REGULATED UNITS

The subject property contains 83 rent regulated units. Of the rent regulaled units, lhere are 11 rent Controlgq
units. The rent roll indicates that the 93 rent-regulated subject units currenlly achieve a total Monthyy fent of
$80,791, or $969,495 per year, equating to $868.72 per unit. According 1o the owner, there are approximalely 102

ol Cug
i H
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habitable units amongst the vacant units. In addition, the owner is collecting preferential rents from the rent
regulated tenants, which are rents below the legal regulated rents. Preferential rents resuit from market
parlicipants unable or unwilling to pay legal recorded rents. This situation, especially considering the |0, leve! of
rents obtained in the subject, are a strong indication of poor economic performance.

MCI REVENUE
In this scenario, economic feasibility is measured based on a ptan with minimal capital improvermeritg No Mc

revenue was modeled in this scenario.

MISCELLANEOUS REVENUE

Miscellaneous income includes forfeited deposits, late fees, and other miscellaneous ilems. We budgeted
$_12,500 for miscellaneous revenue. This is a typical amount experienced in the marketplace, for a bl_j”d]'ng in the
size range of the subject. The miscellanecus revenue includes income from forfeited security deposits and
interest income, and miscellaneous fees (i.e., lost keys, lock replacement).

POTENTIAL GROSS INCOME ~
Potential gress income in Year 1 may be summarized as follows:

Residential — De-Regulated: : $709,376
Residential — Rent Regulated: ' 969,495
Miscellaneous Revenue: 12,500
Total: $1,691,371

VACANCY AND COLLECTION LOSS

Both the investor and the appraiser are primarily interested in the annual revenue an income property g likely to
produce over a specified period of ‘time, rather than the income it could‘produce if it were always 100 percent
occupied and all tenants were paying their rent in full and on time. A normally prudent practice is to expect some
income loss as tenants vacate, fail to pay rent, or pay their rent late.

The adjacent buildings on the same block are under the same ownership as the subject and gre Within
landmarked structures. They are simifar in certain features, offering relatively small sized units, within walk-up
structures. Locationally, they are very similar. They contain a total of 965 uniis, and the current rent rgj| indicateg
there are 215 vacant units. This equates {0 a vacancy rate of 22.28 percent. The residential units in these
building are the most comparable to the subject. This complex also offer units with renovated interiop finishes
generally superior to that exhibited by the subject property, and superior to the proposed habitable UPgrades for‘
which we modeled in this economic feasibility study. The high vacancy rate exhibited by these buildings
demonstrates that this type of housing has limited appeal in the marketplace. Residential tenants have NuMeroys
choices in the immediate competitive area, as well as in other area’s of Manhattan.

In our projection we have assumed that the market rate residential units will be assessed a 10.0 percent weighted
average global vacancy charge through the majonity of the projection period. Our global vacancy factor assumes
an average annual collection loss rate of 5.0 percent for the residential tenants and a 5.0 percent global vacancy
faclor. These estimates are supported by our survey of occupancy rates at competing projects, which reflect ap
cverall average occupancy rate of 95 to 100 percent. While the historical vacancy rate in Manhattan hgg been
generally below 5.0 percent, the historic performance of the subject is very poor in this regard. Tenantg are not
compelled to rent in the subject, whose units are obsclete in terms of size, recom dimension, and infraS!ruciure,
We considered this as well as the supply-demand faclor discussed earlier in the markel analysis. Thereforg, we
projected an average global vacancy and collection loss of 10.0 percent,

oy Cuskman g
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OPERATING EXPENSES AND NET QOPERATING INCOME

Typically, an apgraiser attempts to ulilize the subject's hislorical operaling expense data Supported by
comparable expense data. Ownership of the subject property provided us wilh historical operaling expenses for
2007, 2008. and 2009.

EXPENSE ANALYSIS - RESIDENTIAL BUILOINGS

‘2007 2008 2009 C AW Profection
Total Per SF Total Par 8F Total: Par SF Total Per Unit  persr
DPERATING EXPENSES e
Real Estaie Taxes $304.344 $3.59 $307,208  $362 $341,125 5402 $280,558 $2.003 %449
IS WANCE $132.220  $1.56 365574 3077 $52.896  $0.62 135,700 $714 $1.60
Salary 306 Seasfis $256,846 3303 $M7.146 5374 5263097  $310 296,900 S .56 33.50
Ublties $227.884 $2.68 $258,930 $3.05 $224,396 $265 287,200 $1 408 53'15
Water and Sewst $72,796 3086 $128.832  $1.52 $87.708  $1.03 106,000 558 $125
Repairs and Mainianance LIS T54 $155) "$1,609,576  $18.62 $39.817 3047 212,160 $1. 118 5250
Genagral ano Admirdsiratvg $17,420 $0.21 30 060 50 $0.00 25,400 3134 $0.30
Leaat ana Prolessiona! £cos $341.363  $0.92 5361742 $4.26 “$451,337  $5.32 29,700 156 5035
Managerman §32.528 £0.38 $0.00 $0.00 63,600 B335 s,glys
Palnting Bnd Suppfies §6.5¢0 $0.08 $14,612 $0.17 $2,919 5003 47,500 $250 %0.56
Miscollaneous _ $66.834 $0.79 55080  $0.07 $133,497  $1.57 21,200 B112 $0 25
TOYAL EXPENSES - 19,274,366 $30.60 32860868 33383 $1.596700 37882 | $1.585858 86,37 31aco
“Inciudes Captal E _-__-—_;.
etrias & Acminlst

in addilion, we have relied upon our own eslimates supported by market comparables. We forecasted (he
property's operating expenses afier reviewing operating expenses of similar buildings and after CoONsulting local
building managers and agenls, including Cushman & Wakefield property management personnel, et We aiso
examined industry norms as reporied by the Conventional Apartments published by the Institute of Regg Eslate
Management, and ithe 2008 and 2008 Dollars and Cenls of Muli-Family Housing.

Following are ihe projected operaling expenses we have used in our proforma analysis. We have analyzed each
ilem of expense individually and atiempled lo project what the typicat informed investor woulg consider
reasonable. Allhough every expense calegory is addressed herein, only those requiring explanation wiyl be
discussed in great detail. The unil expense eslimates are applied (o the gross, above grade area, reporied as
84,826+ square feet.

The forecast of projected growth rates in all calegories of expense reflect typical investor expectations ag noteqd in
the Cushman & Wakefield Invesior Survey. Except where noied, our projected growth rates for the varioyg types
of expense categories generally do not ailempl fo reflect growth rates for any individual year, but rather the long
term trend over the period of analysis. The following is 8 summary of stabilized expenses lhat an invegiy, could
expect as of May 2010, based upon slabilized operations. The expenses have beenr gpplied 10 e subjec in our

proforma.

! CUusy
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ANALYSIS OF EXPENSES

Caw

Expense Forecast PerSF Analysis

Real Eslale Taxes $380,558 $4.43 A complele discussion ol the laxes is Included In he Real Propery Taxes
and Assessments seclion of this report. The real eslale taxes are based on
the siabilized operation of the subject building.

Insurance $135700 $1.60  The Instrance expense includes the cost of fire and extended liability

... icoverage,

Salary and Benefils $296.300 $350  This expense covers the cost of salary and benefils Tor the opela“o“ of lhe
building on a rental basis. Il considers the nged for full-lime suUperinlendents
and porters.

Utilities $267,200  $3.15  This calegory includes common area heal and electrcity, gas andlor ofl
expenses. |t cosiders the extraordinary increase {n fuel Costs witnessed in
2006, 2007, and eaﬁy 2008,

Water and Sewer $106,000 $1.25 “Th‘_|s category includes all waler and sewer charges.

Repairs and Maintanance $212,100  $2.50  Repairs and mainténanca considers the ongoing malntenance to the intarior
and ederor of the bulding, pest control, as well as'any, minor: and ordinary
malntenance to ihe plumbing and electrical sysiems, Kitchen appllences and
the root. It also Includes monies for contract labor for specific: repair and
maintenanica functions.

General and Administrative $25400 $0.30  This expsnse covers the cost of office overhead, supplies 8nd administrative
costs.

Legal and Professional Fees $29,700  $035  OUr estimdie is based on the budgeted expense plus expense lavels at
_competing properties. Y

Management $63.600  $0.75  This covers lhe cost for all management personnal and financial reporting,

Painting and Supplies $47.500  $0.56 'Ifl)_ls expensa allows for the perodic painting of units and COMmon areas. As
a rental building, the landiord Is required lo paint units everyithree years and
usvally upon umove.

Miscellanecus $21,200 $0.25 This accounts for minor unl’oracasied axpenses.

The subject building’s operating expense is based on the fellowing factors:

Distribulion of the ulility services incorporate more material and distance within the infrastructure
decreasing efficiency.

Small size of the units, which averages 371 square foot of gross building area per unil. This is half the
size of a typical post-war rental building.

Multiple entrances 1o the property from street grade and courtyard areas, which requires additional
maintenance.

Including the courtyard, the propery has mulliple exierior walls to mainlain, with extensive perimeter
areas requiring facade maintenance.

The design of the buitding and the lack of fire-oroofing result in high insurance costs.

The age and efficiency of the mechanical plant, shared with the adjacent buildings, means higher gvecall
expenses.

SUMMARY OF OPERATING EXPENSES

In our analysis of lhe subject property, the lotal fixed and operaling expeases, excluding real estate laxes ang
depreciation faclor, is $1,205,300 or $14.21 per square (ool of above grade area, rounded. Despile the low
occupancy rate, our analysis projecis a (ull operaling expense as rent regulaled ienanis can have no diminution in

service.
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In the proforma, we deducted these expenses on an annual basis from éflective gross ncome to deterrmin
annual net operating income. Our operating expenses estimaled for the subject properly are similar o the
operating expenses of competing residential buildings located in the metropelilan region. These comp g
indicate a range in expenses, excluding real eslate taxes. between $9.47 and $14.41 per square (oo of
building area, rounded. The estimate for the subject falls slightly above the range. but is reflective of {he Siz
nature cf the development.

e ti
actuy
fable
gros
e an

COMPARABLE OPERATING EXPENSES

APARTMENT BUILDINGS

PROPERTY Biock 1459, Lot 30 "Block 1459, Lot 10"
No. of Stories 6 8 R
No. of Unils 235 388
Size (SF) 124,802 133,860
Year Built/Renov. 1903 1903
Data Year 2008 2008
EXPENSES Total $/SF $/Unit Total $SF sunn
Insurance $81,103 3069 $345 $101,465 $0.76 $262
Salary & Benefils $382.259 $3.14 $1.669 $490.741 33.67 $1.265
Utilties $320,257 $2.56 $1,363 $400,662 $2.99 $1.0323
Water & Sewer $159.346 $1.28 3678 $230.648 $1.72 $594
Repairs & Maintenance 3102,802 $0.82 $437 3116,092 $0.87 $299
General & Administrative $72,751 $0.58 $310 $107.958 $0.84 $278
Legal & Professional $9.607 $0.07 $37 $10.763 $0.08 $28
Management $0 $0.00 g0 30 £0.00 $0
Misc $46.106 30.37 $196 $42.321 $0.32 $109
TOTAL EXPENSES 31,1832 $9.47 35035 $1.500,656 $11i.21 $3.868
Total Expenses Less Magt $1,183.231 $9.47 $5.035 $1.500,656 $11.2¢ $3.868
PROPERTY. 2 . Marihattan ' _Manhattan =
No. of Stories 19 18 T
No. of Uniis ag 112
Size (SF) 101,306 115.221
Year BuilVRenov. 1939 1950
Dala Year 2010 Budgal 2010 Budgel
EXPENSES™ : $/SF “$Unit Tolal ¥SF SiUmi
Insurance $29.969 $0 30 $306 $33,188 5029 3205
Salary & Benefirs $670.836 $6.62 $6.845 $771.108 $6.60 36 885
Utilities $222,054 $2.19 $2,266 $129,391 $1.12 $1.155
Water & Sewer $35.700 $0.35 3364 $69.600 $0.60 $624
Repairs & Maintenance $199,501 $1.97 32,036 $138,733 $1.21 $1.248
General & Administrative $34,915 $0.34 3358 832.506 $0.28 $281
Legal & Professional $57,523 $0.57 $587 $145.061 $1.26 $1.295
Management $177.260 $1.75 $1.609 3199414 31.73 $1,780
Misc $31,680 $0.31 $323 $115.283 $1.01 $1.038
TOTAL EXPENSES $1.459,438 $14.41  $14,892 $1636,314 $1420 $1agig
Total Expenses Lass Mgl $1,282,178 31266 $13,082 $1,436,800 $12.47 $12.829
e —————
oy CUSHMAaN 5
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INCOME AND EXPENSE PRO FORMA
The following chart is our opinion of income and expenses for Year 1.

6-STORY APARTMENT BUILDINGS

PROFORMA - WITHOUT CAPITAL EXPENDITURE
429 EAST 64TH STREET & 430 EAST 65TH STREET

NEW YORK, NEW YORK
iy Year One-

INCOME _ : ‘Y . _____ _Total ___$ISE
Markei Rale Unils Revenue 708,376
Rent Stabilized Unils Revenue $969,495
Miscellaneous Revenue $12,500
Total Gross lncome 1,681,371
Less: Vacancy and Credit Loss 169,137
Effective Gross Income 1,522,234
OPERATING EXPENSES !
Real Estate Taxes 380,558 $4.49
Insurance 135.700 $1.60
Salary & Benefits 296.900 33.50
Utilities 267,200 $3.15
Water & Sewer 106,000 $1.25
Repairs & Maintenance 338,304 $4.00
General & Administrative 25,400 $0.30
Legal & Professional Fees 29.700 $0.35
Painling & Supplies 47.500 $0.56
Management fees 63.600 $0.75
Miscellanecus Expense 21,200 $0.25
TOTAL EXPENSES 1,713.062 $20.20
'NET OPERATING INCOME -190,829.. -$2.25

Based on stabilized operations, the NOl is estimated at negative $190,829. Operaling costs and real ggiaie taxes
exceed estimates for effective gross income. The denominator to be used in the test of reasongple return
equates 1o the sum of Ihe assessed value, renovation costs, and the cost to reach stabilization.  Therefore. we
included the cost of in-unit rengvation and the lease-up cost. This equates to a lolal of 55-647,100, The
economic return equales to negative 2.871%. A Reasonable Return as defined by the New vq City
Administralive Code is 6.0 percent per annum. Hence, the subject properly does nol generate a “reasonabie
return” as improved.

The results of the anatysis indicate lhat conlinued operation of the property in its renovated conditions wip capital
expenditure is not economically feasible. The level of feasibility is made worse if measured on a leverageg pasis

CONCLUSION

Based on continued use without building-wide capital improvement but with capital expendilure sufficien o cure
fire and safety conditions in units, the proferma develops a return of negative 2.871% based on the valuation.
The income and expenses reported in the TC201 2010 form indicates a negative nel operaling income (NOI) of
$565,179. This equates to a return of negative 8.503%. A copy of the TC201 2010 form is found in the addenda.

iy cus
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Therefore, we have concluded that the imposttion of the landmark’s designation on November 21, 2006, hag
rendered the property incapable of generating a reasonable return cn valuation as defined in the New York City

Landmarks Law.

The results of the analysis indicate that continued operation of the property in its current condition ig not
economically feasible. The level of feasibility is made worse if measured on a leveraged basis. Financing for
poor quality multi-family assets remains very difficult to obtain in the current market and properties such as the
subject would not likely qualify for financing at levels greater than 60 to 70 percent of current market values.

We conclude that the Landmark designation creates a hardship upon ownership as a result of projected economic
performance. Furthermore, the Landmark designation prevents re-development in a manner consistent with the

highest and best use

41‘!! CUSHMAN &
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ASSUMPTIONS AND LIMITING CONDITIONS

"Report” means the appraisal or consulting repert and conclusions slated therein, to which these Assumptions and Limiting

Conditions are annexed.

"Property” means the subject of the Report.

"C&W" means Cushman & Wakefield, Inc. or its subsidiary that issued the Report.
"Appraiser(s)" means the employee(s) of C&AW who prepared and signed the Report.
The Report hés been made subject to the following assumptions and limiting conditions:

VALUATION SERVICES

No opinion is intended to be expressed and no responsibility is assumed for the legal description or for any
matters that are legal in nature or require legal expertise or specialized knowledge beyond that of 5 re al
estate appraiser. Title to the Property is assumed to be good and marketable and the Property is assurned to
be free and clear of all liens unless otherwise stated. No survey of the Property was undertaken.
The informaticn contained in the Report or upen which the Report is based has been gathered from soy rceg
the Appraiser assumes to be reliable and accurate. The owner of the Property may have provided some of
such information. Neither the Appraiser nor C&W shall be responsible for the accuracy or completenessg of
such information, including the correctness of estimates, opinions, dimensions, sketches, exhibits and factug]
matters. Any authorized user of the Report is obligated to bring to the atiention of C&W any inaccuracieg or
errors that it believes are contained in the Report.

The opinions are only as of the date stated in the Report. Changes since that date in external and market
factors or in the Property itself can significantly affect the conclusions in the Report.

The Report is to be used in whole and not in part. No part of the Report shall be used in conjunction with any
other analyses. Publication of the Report or any portion thereof without the prior written consent of C&W ig
prohibited. Reference to the Appraisal Institute or to the MAI designation is prohibited. Except as may be
otherwise stated in the letter of engagement, the Report may not be used by any person(s) other than the
party(ies} to whom it is addressed or for purposes other than that for which it was prepared. No part of the
Report shall be conveyed o the public through advertising, or used in any sales, promotion, offering or SEC
material without C&W's prior written consent. Any authorized user(s) of this Report who provides a copy to, or
permits reliance thereon by, any person or entity not authorized by C&W in wriling to use or rely theregn
hereby agrees to indemnify and hold C&W, its affiliates and their respeclive shareholders, directors, officers;
and employees, harmless from and against all damages, expenses, claims and costs, including attorneys'
fees, incurred in investigating and defending any claim arising from or in any way connected to the use of, or
reliance tpon, the Report by any such unautherized person(s) or entity(ies).

Except as may be otherwise stated in the lefter of engagement, the Appraiser shall not be required to give
testimony in any court or administrative proceeding relating lo the Property or the Appraisal.

The Report assumes (a) responsible ownership and competent management of the Property, (b) there are ng
hidden or unapparent conditions of the Property, subsoil or structures that render the Property more or jegg
valuable (no responsibility is assumed for such conditions or for arranging for engineering studies that may pe
required to discover them); (c) full compliance with all applicable federal, state and local zoning ang
environmental regulations and laws, unless noncompliance is stated, defined and considered in the Repor;
and (d) all required licenses, certificates of occupancy and other governmental consents have been or can pe
obtained and renewed for any use on which the value epinion contained in the Report is based.

The physical condition of the improvements considered by the Report is based on visual inspection by the
Appraiser or other person ideniified in the Report. C&W assumes no responsibility for the soundness of
structural componenits or for the condition of mechanical equipment, plumbing or electrical components.

CUSHMAN
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VALUATION SERVICES

The forecasted potential gross income referred 1o in the Report may be based on lease summaries Provicddec
by the owner or third parties. The Report assumes no responsibility for the authenticity or completeness of
lease information provided by others. C&W recommends that legal advice be obtained regarding the
interpretation of lease provisions and the contractual rights of parties.

The forecasts of income and expenses are not predictions of the future. Rather, they are the Appraiserg be st
opinions of current market thinking on future income and expenses. The Appraiser and C&WwW make ne
warranty or representation that these forecasts will materialize. The real estate market is constant,y
fluctuating and changing. It is not the Appraiser's task to predict or in any way warrant the conditions of g
future real estate market; the Appraiser can only reflect what the investment community, as of the date of the
Report, envisages for the future in terms of rental rates, expenses, and supply and demand.

Uniess otherwise stated in the Report, the existence of potentially hazardous or toxic materials that may have
been used in the construction or maintenance of the improvements or may be located at or about the
Property was not considered in arriving at the opinion of value. These materials (such as formaldehyde foam
insulation, asbestos insulation and other potentially hazardous materials) may adversely affect the value of
the Property. The Appraisers are not qualified to detect such substances. C&W recommends that an
environmental expert be employed to determine the impact of these matters on the opinion of value,

Unless otherwise stated in the Report, compliance with the requirements of the Americans with Disabilities
Act of 1990 (ADA) has not been considered in arriving at the opinion of value. Failure to comply with the
requirements of the ADA may adversely affect the value of the Property. C&W recommends that an expert in
this field be employed to determine the compliance of the Property with the requirements of the ADA ang the
impact of these matters on the opinion of value.

If the Report is submitted to a lender or investor with the prior approval of C&W, such party should consider
this Report as only one factor, together ‘with its independent investment considerations and underwriting
criteria, in its overall investment decision. Such lender or investor is specifically cautioned to understang all
Extraordinary Assumptions and Hypothetical Conditions and the Assumptions and Limiting Conditiong
incorporated in this Report.

In the event of a glaim against C&W or its affiliates or their respective officers or employees or the Appraisers
in connection with or in any way relating to this Report or this engagement, the maximum damages
recoverable shall be the amount of the monies actually collected by C&W or its affiliates for this Report and
under no circumstances shall any claim for consequential damages be made.

If the Report is referred to or included in any offering material or prospectus, the Report shall be deemed
referred to or included for informational purposes only and C&W, its employees and the Appraiser have no
liability to such recipients. C&W disclaims any and all liability to any party other than the party that retained
C&W to prepare the Report.

Any estimate of insurable value, if included within the agreed upon scope of work and presented within thjs
report, is based upon figures derived from a national cost estimating service and is developed consistent with
industry practices. However, actual local and regional construction cosls may vary significantly from our
estimate and individual insurance policies and underwriters have varied specifications, exclusions, and non.
insurable items. As such, we strongly recommend that the Client obtain estimates from professiona|g
experienced in establishing insurance coverage for replacing any structure. This analysis should not be relied
upon to determine insurance coverage. Furthermore, we make no warranties regarding the accuracy of this

estimate.
By use of this Report each party that uses this Report agrees to be bound by all of the Assumptions ang

Limiting Conditions, Hypothetical Conditions and Extraordinary Assumptions stated herein.

yilly CUsHMAaN
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CERTIFICATION OF APPRAISAL

We certify thal, to the best of our knowledge and belief:

The statements of fact contained in this report are true and correct.

The reported analyses, opinions, and conclusions are limited only by the reported assumptions and limiting
condilions, and are our personal, imparial, and unbiased professional analyses, opinions, and congclusions.
We have no present or praspective interest in the properly that is the subject of this repert, and ng personal
interest with respect to the parties involved. :

We have no bias with respect to the property that is the subject of this report or to the parties involveq with
ihis assignment.

Our engagement in this assignment was not contingent upon developing or reporting predetermined resu|ts.
Our compensation for completing this assignment is not contingent upon the development or réporting of a
predetermined value or direction in value that favors the cause of the client, the amount of the valye opinion,
the attainment of a stipulated result, or the occurrence of a subsequent event directly related to the intended
use of this appraisal.

The reported analyses, opinions, and conclusions were developed, and this report has been Prepared, in
conformity with the requirements of the Code of Professional Ethics & Standards of Professiona Appraisal
Practice of the Appraisal Institute, which include the Uniform Standards of Professional Appraisal Practice.

The use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly
authorized representatives. _

Matthew C. Mondanile, MAI did not make a personal inspection of the property that is the subject of this
report ’

As of the date of this report, Matthew C. Mondanile, MAI, has completed the continuing education program of
the Appraisal Institute.

v Ay

Matthew C. Mondanile, MAI John T. Feeney, Jr.

Executive Managing Direclor Executive Direclor

NY Certified General Appraiser NY Certified General Appraiser
License No. 46000004616 License No. 46000028659

e -

M. Wendy Hwang Timothy Barnes, CRE .
Director Managing Director

NY Certified General Appraiser New York Certified General Appraiser

License No. 46000048428 License No. NYS 46000006137
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NEW YORK CITY ADMINISTRATIVE CODE - TITLE 25
LAND USE

§ 25-309 Request for certificate of appropriateness authorizing demolition, alterations or recony struction on
ground of insufficient return. a. (1) Except as otherwise provided in paragraph two of this subdivisi on a, in any
case where an application for a permit to demolish any improvement located on a landmark site or i gp historic
district or containing an interior landmark is filed with the commission, together with a request for a certificate of
appropriateness authorizing such demolition, and in any case where an application for a permnijt 1o make
alterations to or reconstruct any improvement on a landmark site or conlaining an interior landmark jg filed with
the commission, and the applicant requests a certificate of appropriateness for such work, and the applicant
establishes to the satisfaction of the commission that:

(a) the improvement parcel (or parcels) which includes such improvement, as existing at the time of the filing of
such request, is not capable of earning a reasonable return; and

(b) the owner of such improvement:

(1) in the case of an application for a permit to demolish, seeks in good faith to demolish such iMprovement
immediately (a) for the purpose of constructing on the site thereof with reasonable promptness a new building or
other income-producing facility, or (b) for the purpose of terminating the operation of the improvement at g |gg5- or

(2) in the case of an application for a permit to make alterations or reconslruct, seeks in good faith tq alter or
reconstruct such improvement, with reasonable promptness, for the purpose of increasing the return th erefrom:

the commission, if it determines that the request for such certificate should be denied on the baggijs of the
applicable standards set forth in seclion 25-307 of this chapter, shall, within ninety days after the filing of the
request for such certificate of appropriateness, make a preliminary determination of insufficient return.

(2) In any case where any application and request for a certificate of appropriateness mentioned in paragraph
one of this subdivision a is filed with the commission with respect to an improvement, the provisions of thig section
shall not apply to such request if the improvement parcel which includes such improvement has feéceived, for
three years next preceding the filing of such request, and at the time of such filing continues to receive, undger any
provision of law (other than this chapter or section four hundred fifty-eight, four hundred sixty or foyur hundred
seventy-nine of the real property tax law), exemption in whole or in part from real property taxation: provided,
however, that the provisions of this section shall nevertheless apply to such request if such exemption is ang has
been received pursuant to section four hundred twenty-a, four hundred twenty-two, four hundred twenty-four, four
hundred twenty-five, four hundred twenty-six, four hundred twenty-seven, four hundred twenty-eight, foyr hundred
thirty, four hundred thirty-two, four hundred thirty-four, four hundred thirty-six, four hundred [hir’ty~ejght' four
hundred forty, four hundred forty-two, four hundred forty-four, four hundred fifty, four hundred fifty~-two, four
hundred sixty-two, four hundred sixty-four, four hundred sixty-eight, four hundred seventy, four hundreq seventy-
two or four hundred seventy-four of the real property tax law and the applicant establishes to the satisfaction of
the commission, in lieu of the requirements set forth in paragraph one of this subdivision a, that:

(a) The owner of such improvement has entered into a bona-fide agreement to sell an estate of freehoid o 1o
grant a term of at least twenty years in such improvement parcel, which agreement is subject to or contingent
upon the issuance of the certificate of appropriateness or a notice to proceed;

(b) The improvement parcel which includes such improvement, as existing at the time of the filing of sych
request, would not, if it were not exempt in whole or in part from real property taxation, be capable of €arning a

reasonable return;



(c) Such improvement has ceased to be adequale, suitable or appropriate for use for carrying out both (1 ) the
purposes of such owner to which it is devoted and (2) those purposes to which it had been devoted when

acquired unless such owner is no longer engaged in pursuing such purposes; and

(d) The prospective purchaser or tenant:

(1) In the case of an application for a permit to demolish seeks and intends, in good faith either to demolish
such improvement immediately for the purpose of constructing on the site thereof with reasonable promptness a

new building or other facility; or

(2) Inthe case of an application for a permit to make alterations or reconstruct, seeks and intends in good faith
to alter or reconstruct such improvement, with reasonable promptness.

b. In the case of an application made pursuant to paragraph one of subdivision a of this section by an applicant
not required to establish the conditions specified in paragraph two of such subdivision, as promptly as is
practicable after making a preliminary determination as provided in paragraph one of such subdivision a, the
commission, with the aid of such experts as it deems necessary, shall endeavor to devise, in consultation with the
applicant, a plan whereby the improvement may be (1) preserved or perpetuated in such manner or form as to
effectuate the purposes of this chapter, and (2) also rendered capable of earning a reasonable return.

c. Any such plan may include, but shall not be limited to, (1) granting of partial or complete tax exemption, 2)
remission of taxes and (3) authorization for alterations, construction or reconstruction appropriate for and not

inconsistent with the effectuation of the purposes of this chapter.

d. In any case where the commission formulates any such plan, it shall mail a copy thereof to the applicant
promptly and in any event within sixty days after giving notice of its preliminary determination of insufficient return.

The commission shall hold a public hearing upon such plan.

e. (1) If the commission, after holding a public hearing pursuant to subdivision d of this section, determlnes
that a plan which it has formulated, consisting only of tax exemption and/or remission of taxes, meets the
standards set forth in subdivision b of this section, as such plan was originally formulated, or with such
modifications as the commission deems necessary or appropriate, the commission shall deny the request of the
applicant for a certificate of appropriateness and shall approve such plan, as originally formulated, or with such

modifications.

(2) Such plan, as so approved, shall set forth the extent of tax exemption and/or remission of taxes deemed
necessary by the commission {o meet such standards.

(3) The commission shall promptly mail a certified copy of such approved plan to the applicant and shal|
promptly transmit a certified copy thereof to the tax commission. Upon application made by the owner of such
improvement pursuant to the provisions of paragraph five of this subdivision e, the tax commission shall grant, for
the fiscal year next succeeding the date of approval of such plan, the tax exemption and/or remission of taxes

provided for therein.

(4) In accordance with procedures prescribed by the regulations of the commission, it shall determine, upon
application by the owner of such improvement made in advance of each succeeding fiscal year, the amount of tax
exemption and/or remission of taxes, if any, which it deems necessary, as a renewal of such plan for the ensuing
year, to meet the standards set forth in subdivision b of this section, and shall promptly mail a certified copy of any
approved renewal of such plan to the applicant and shall promptly transmit a certified copy of such renewal to the
tax commission. Upon application made by the owner of such improvement pursuant to the provisions of



paragraph five of this subdivision e, the tax commission shall grant, for such fiscal year, the tax exernpt ion a
remission of taxes specified in such determination. Nd/ol

(5) Where any such plan or a renewal thereof is approved by the commission, pursuant to the Provisiong ofth
preceding paragraphs of this subdivision e, prior to January first next preceding the fiscal year to Which the lae
benefits of such plan or renewal thereof are applicable, the owner shall not be entitled to such benefits for Sucr):
fiscal year unless he or she files an application therefor with the tax commission between February first ang
March fifteenth, both dates inclusive, next preceding such fiscal year. Where any such plan or a renewg| thereof g
approved by the commission between January first and June thirtieth, bolh dates inclusive, next preceding the
fiscal year to which _the tax benefits of such plan or renewal thereof are applicable, the owner shall not be entitleg
to such benefits for such fiscal year unless he or she files an application therefor with the tax commiissjon on or
before August first of such fiscal year.

f. (1) In any case where the commission determines, after holding a public hearing pursuant to Subdivisioh d
of this section, that a plan which it has formulated, consisting in whole or in part of any proposal other than tay
exemption and/or remission of taxes, meets the standards set forth in subdivision b of this section, as sych olan
was originally formulated, or with such modifications as the commission deems necessary or appropriate the
commission shall approve such plan, as originally formulated, or with such modifications, and shall prom p“y'man
a copy of same to the applicant.

(2) The owner of the improvement proposed to be benefited by such plan mentioned in paragraph one of this
subdivision f may accept or reject such plan by written acceptance or rejection filed with the commission If such
an acceptance is filed, the commission shall deny the request of such applicant for a certificate of appropriateness

If a new application for a permit from the department of buildings and a new request for a Certificate of.
appropriateness are filed, which application and request conform with such proposed plan, the coOmmission shal
grant such certificate as promptly as’is practicable and in any event within thirty days after such filing.

(3) If such accepted plan consists in part of tax exemption and/or remission of taxes, the Provisiong of
paragraphs two, three, four and five of subdivision e of this section shall govern the granting of sycp tax
exemption and/or remission of taxes.

g. (1) Exceptin a case where the applicant is required to establish the conditions set forth in paragraph twq of
subdivision a of this section, if

(a) The commission does not formulate and mail a plan pursuant to the provisions of subdivisions b, ¢ and
of this section within the period of time prescribed by such subdivision d; or

(b) The commission does not approve a plan pursuant to the provisions of subdivision e or f of thijg Section
within sixty days after the mailing of such plan to the applicant; or

(c) A plan approved by the commission pursuant to the provisions of paragraph one of subdivision f of this
section is rejecled by the owner of such improvement pursuant to the provisions of paragraph two of such

subdivision;

the commission may, within ten days after expiration of the applicable period referred to in subparagraphs (a) ang
(b) of this paragraph one, or within ten days after the filing of a rejection of a plan pursuant to Paragraph twg qf
subdivision f of this section, as the case may be, transmit to the mayor a written recommendation that {he City
acquire a specified appropriate protective interest in the improvement parcel which includes the improvement with
respect to which the request for a certificale of appropriateness was filed, and shall promptly notify the applicant

of such action.



(2) If, within ninety days after transmission of such recommendation, or, if no such reCO ra .
transmitted, within ninety days after the expiration of the pericd herein prescribed-for such transry iSS,.endat'O”
On, the ¢

does not:

(a) Give notice, pursuant to section three hundred eighty-two of the charter, of an application to <on

interest or any other appropriate protective interest agreed upon by the mayor and the commission; or demn suc

(b) Enter into a contract with the owner of such improvement parcel to acquire such intere
recommended or agreed upon; St

as s

the commission shall promptly grant, issue and forward to the owner, in lieu of the certificate of ap bro
requested by the applicant, a notice to proceed. '

Priatenes:

h. No plan which consists in whole or in part of the granting of a partial or complete tax exemptior or
of taxes pursuant to the provisions of this chapter shall be deemed to have been approved by the co
unless it is also approved by the mayor and council within the period of time prescribed by thig s

approval of such plan by the commission.

remission
Mmission
€ction for

i. (1) In any case where the applicant is required to establish the conditions set forth in paragra’:)h b
subdivision a of this section, as promptly as is practicable after making a preliminary determination With ros o of
such conditions, as provided in paragraph one of subdivision a of this section, and within one hundre o andpéct to
days after making such preliminary determination, the commission, alone or with the aid of such DerSOne'ghty
agencies as it deems necessary and whose aid it is able to enlist, shall endeavor to obtain a purchagg,- or tS and
(as the case may be) of the improvement parcel or parcels with respect to which the application hag been enant
which purchaser or tenant will agree, without condition or contingency relating to the issuance of g Cemﬁcr:tade.
appropriateness or notice to proceed and subject to the provisions of paragraph three of this SubdiVisiOn ? of .
purchase or acquire an interest identical with that proposed to be acquired by the prospective purchag h to

. . - . . €r or
whose agreement is the basis of the application, on reasonably equivalent terms and conditions. tenant

(2) The applicant shall, within a reasonable time after notice by the commission that it has obtained such
purchaser or tenant, which notice shall be served within the period of one hundred and eighty days prOVides ba
paragraph one of this subdivision i, enter into such agreement to sell or lease (as the case may be) with thy
purchaser or tenant so obtained. Such notice shall specify a date for the execution of such agreement_ wh €

be postponed by the commission at the request of the applicant. 'ch may

(3) The provisions of this section shall not, after the consummation of such agreement, apply

: . iy o]
purchaser or tenant or to the heirs, successors or assigns of such purchaser or tenant. Such

(4) (a) If, within the one hundred eighty day period following the commission's preliminary determinat'
pursuant to paragraph one of subdivision a of this section, the commission shall not have succeeded jp, Obtain;on
a purchaser or tenant of the improvement parcel, pursuant to paragraph one of this subdivision i, o if, hav'ng
obtained such a purchaser or tenant, such purchaser or tenant fails within the time provided in Paragraph twomg
this subdivision i, to enter into the agreement provided for by such paragraph two, the commission, Within we of
days after the expiration of the one hundred eighty day period provided for in paragraph one of this Subdivisiq nty
or within twenty days after the date upon which a purchaser or tenant obtained by the commission PUrSUant o t?}l,
provisions of such paragraph one fails to enter into the agreement provided for by said paragraph, WhiChever i
said dates later occurs, may transmit to the mayor a written recommendation that the city acquire g SDecifiec;
appropriate protective interest in the improvement parcel or parcels which include the improvement or 5,¢ part of
the landmark site with respect to which the request for a certificate of appropriateness was filed, and sha

promptly notify the applicant of such action.



(b) If, within ninety days after transmission of such recommendation, or, if no such recommendation is
transmitted, within ninety days after the expiration of the period herein prescribed for such transmission, the city
does not give notice, pursuant to seclion three hundred eighty-two of the charter, of an application to condemn
such interest or any other appropriate protective interest agreed upon by the mayor and the commission, or does
not enter into a contract with the owner of such improvement parcel to acquire such interest, as so recommended
and agreed upon; the commission shall promptly grant, issue and forward to the owner, in lieu of the certificate of

appropriateness requested by the applicant, a notice to proceed.

(5) Such notice to proceed shall authorize the work of demolition, alteralion, and/or reconstruction sought with
respect to the improvement parcel or parcels concerning which the application was made, only if such work (a)is
undertaken and performed by the purchaser or tenant specified pursuant to the provisions of paragraph two of
subdivision a of this section, in the application, or a bona-fide assignee, successor, lessee or sub-lessee of sych
purchaser or tenant (other than the owner who made application therefor), and (b) is undertaken and performed

with reasonable promptness after the issuance of such notice to proceed.



Professional Qualifications

M. Wendy Hwang
Director
Valuation & Advisory

Background

Wendy Hwang joined the Valuation & Advisory group of Cushman & Wakefield in Mid towp,
Manhattan in February 2006. Prior to joining Cushman & Wakefield, Ms. Hwang was 4
associate appraiser at Vanderbilt Appraisal Company, LLC in Manhattan. She also worked 55 ,
Software Engineer in North America Data Command Center for Citigroup Inc. and Informa tio g
Technology Specialist for Beckton, Dickenson and Company.

Experience

Since joining the division, Ms. Hwang has worked on multi-unit residential properties, mainly jp
Manhattan and other four boroughs in New York City. She is working as an associate of Johp
T. Feeney, Jr. who specializes in the portfolio valuation of residential properties. Previously, Mg
Hwang worked on residential appraisals including cooperative, condominium, single-famijly |
multi-family, and townhouse residences at Vanderbilt Appraisal Company, LLC for over ryo
years.

Education

Stevens Institute of Technology, Hoboken, NJ

Bachelor of Science, Computer Science, May 2003
Literature, May 2003

Appraisal Education
Kovats Real Estate and Insurance School, Maywood, New Jersey:
Uniform Standards of Professional Appraisal Practice (15-hour)
Introduction to Real Estate Appraisal (R-1)
Valuation Principles and Procedures (R-2)
Rockland County Board of Realtors, Pearl River, New York:
Fair Housing & Fair Lending/Environmental Issues (AQ-1)
New York Real Estate School, New York, New York:
Applied Residential Property Valuation (R-3)
Introduction to 1-4 Family Income Capitalization (R-4)
Basic Income Capitalization (G-1)
Advanced Income Capitalization (G-2)
Applied Income Property Valuation (G-3)
Appraisal Institute, New York, New York:
Basic Practices and Ethics
7-Hour National USPAP Update
Introducuon to Valuation for Financial Reporting
Advanced Sales Compatrison and Cost Approaches

Memberships, Licenses and Professional Affiliations
o State of New York Certified General Real Estate Appraiser, License #46000048428
o Associate Member of the Appraisal Institute — Metropolitan New York Chapter
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PROFESSIONAL QUALIFICATIONS

John T. Feeney, Jr.
Executive Director
Valuation & Advisory

Background

Mr. Feeney is a graduate of Manhattan College School of Business, Class of 1987, with a2 Bachelor of
Science Degree in Finance. He entered the real estate business in 1985 with Cushman & Wakefie|d, Inc
Since that time, Mr. Feeney was promoted to Associate Director in October 1993 by the Executive Boarg
of Cushman & Wakefield, Inc. He was subsequently promoted to Director in July 1996, to Senio,
Director in 2006 and to his current title of Executive Director in 2010.

Appraisal Experience

Since joining Cushman & Wakefield's Valuation & Advisory group, Mr. Feeney has worked op
assignments including vacant land, air rights, office buildings, corporate headquarter facilities (both
existing and proposed), shopping centers, industrial complexes, commercial properties, residentia]
properties, hotels and investment properties throughout the United States.

Mr. Feeney is qualified as an expert witness in U.S. Bankruptcy Court, Southern and Eastern Districts of
New York, and in the Supreme Court of the State of New York, County of New York, County of Queens
and County of Nassau. Mr. Feeney has also been a guest speaker at Columbia University Schoo] of
Business, and for the Appraisal Institute, Metropolitan District Chapter Number 4.

Since 1997, Mr. Feeney has headed the multi-family valuation team for New York’s Valuation Serviceg.
During thus ume, Mr. Feeney has prepared appraisals and consulted on hundreds of multi-family assers
including premier developments such as the Residences at the Time Warner Center, Trump World Toyer
the Residences at 50 Central Park South, and One Beacon Court. Appraisal and consultation serviceg havé
been provided to Con Edison on its transaction for its sites along First Avenue, proposed to be deVel‘oped
with over 5,000,000 square feet of mixed use buildings. ~Mr. Feeney’s team was responsible for (he
appraisal of the first downtown residential buildings to be granted Liberty Bond Financing. Assignments
have included properties in each borough of New York City, and include cooperatives, exiSting and
proposed condominium developments, proposed and existing rental developments, 80/20 mixed yge
developments, Section 8 and Section 236 housing developments, Mitchell Lama developments,
development sites, air rights, Low Income Housing Tax Credits, Inclusionary Housing, and benefis
related to sub-market financing.

Education

Manbattan College New York University

Riverdale, New York New York, New York

Degree: B.S. Finance (1987) Degree: Master of Science, Real Estate Development and

Investment Analysis (Currently attending)

Appraisal Education
Mr. Feeney has successfully completed all required real estate courses required for the MAI designation
offered by either the American Institute of Real Estate Appraisers or the Appraisal Institute.

Memberships, Licenses and Professional Affiliations

Associate Member of the Appraisal Institute
New York State Certified General Real Estate Appraiser No. 46000028659
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PROFESSIONAL QUALIFICATIONS

Timothy Barnes, CRE, FRICS

Managing Director, Capital Markets Group

National Practitioner, Dispute Analysis & Litigation Support Services
Quality Control Reviewer, New York

Cushman & Wakefield, Inc.
1290 Avenue of the Americas
New York, New York 10104
212-713-6956 Direct
212-841-7849 Fax
Timothy.Barnes@cushwake.com
2003 - Present

PricewaterhouseCoopers LLP
Director, Real Estate Practice
New York, New York

2000 - 2003

Marchitelli Barnes & Company, Inc.
New York, New York
1982 — 2000

Experience

Mr. Barnes has provided valuation and counseling services on a wide varety of commercijal,
industrial, and residential properties including industrial buildings, shopping centers, office buildings,
apartment complexes, malls, mixed-use complexes, auto-related properties, contaminated properties,
golf courses, headquarters facilities, portfolios, adapted use properties, environmentally significant
land, air rights, underwater land, acreage tracts, and fractional interests. He has prepared reports and
studies for institutional, legal, government, private, and corporate clients. These reports have beep
prepared for mortgage purposes, buy/sell decisions, condemnation matters, zoning and land-use
hearings, insurance and contamination claims, real estate tax review proceedings, federal tax trials,
bankruptey proceedings, foreclosure hearings, partnership disputes, and arbitration.

In addition to preparing appraisal and counseling reports himself, Mr. Barnes supervises a staff of
other professionals in the scheduling, research, production, and review of reports. He also
supervises all pre-trial preparation and post-trial research and investigation. Litigation support
services are made available by the company to numerous law firms and to the legal departments of
Federal, state, and local government agencies.

Mr. Barnes regularly provides expert services to the Internal Revenue Service, the New York State
Department of Transportation as well as other State agencies including the Department of
Environmental Conservation, the Department of Parks, Recreation, and Historical Preservation, the
Connecticut Office of Policy and Management, and the Connecticut Department of Ultilities
Control. He has conducted seminars before the Suffolk County Department of Real Estate, the
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Appraisal Institute, and the Suffolk County Bar Association (Environmental Committee), anc] o
spoken on a number of topics before appraisal education groups including the Candidates Foruym of
the Appraisal Institute. He has been a guest lecturer at New York University and the Long Is]and
Real Estate Insutute. Mr. Barnes has appeared before numerous planning boards and town boards
on behalf of client/applicants and has qualified as an expert witness before a number of trial coyyrg
including U.S. Bankruptey Court, U.S. Tax Court, the Supreme Court of the State of New York 454
the New York State Court of Claims.

Mr. Barnes is cerufied as a Real Estate General Appraiser by the State of New York (No. 46-6 1 37).
He is a member of The Counselors of Real Estate and has participated nationally at both  ¢he
committee and task force levels, including Alternate Dispute Resolution, Litigation Supp oyt
Editorial Board of Real Estate Issues, and Invitation Advisory. He is a State Accredited Affiliate o%
the Appraisal Institute and has variously been affiliated with the Urban Land Institute, the Pensjgn
Real Estate Association, The American Bar Association, and the Institute of Professionals jp
Taxation. In 2008, Mr. Barnes was admitted as a Fellow of the Royal Institution of Charteyeq
Surveyors.

Education
B.A. Honours, McGil University, Montreal, 1980

Appraisal Institute: _
Course 1A1 — Real Estate Appraisal Principles
Course 1A2 — Basic Valuation Procedures
Course 1B — Capitalization Theory and Techniques, Part A
Course 1B — Capitalization Theory and Techniques, Part B
Course 2-1 — Case Studies in Real Estate Valuation
Course 2-3  — Standards of Professional Practice

Various seminars including real estate related subjects
Professional Affiliations

e Royal Insttution of Chartered Surveyors

e The Counsclors of Real Estate (CRE Designation)

o State Accredited Affiliate of the Appraisal Institute

e Member — Long Island Board of Realtors

e Fellow, Royal Institution of Chartered Surveyors (FRICS)

Recent Significant Assignments

e Counseled Town of Babylon in renegotiating 400 oceanfront leaseholds.

e Counseled investment bank on feasibility of developing 2,100-acre mixed-use community op
Long Island, including mall, power center, and more than 2,000 residential units.

e Valued Class A office building for use in adjudicating a loss claim due to on-site contamination,
e Prepared market analysis and subsequent appraisal of Long Island’s largest office building fo,

illy CUSHMAN &
15\ WAKEFIELD.



PROFESSIONAL QUALIFICATIONS Timothy Barnes, CRE, FRICS

New York investment bank.

e Appraisal and consultation for largest employer on Long Island to facilitate purchase and
renovation of former Grumman headquarters building.

e Appraised multiple Class A office buildings in three New York suburban counties for pension
equity investor.

e Appraised 40-building office/industrial portfolio for pension fund underwriung REIT
acquisition.

¢ Counseled McDonald’s Corp. on trial strategy regarding numerous eminent domain
appropriations.

e Counseled prospective developer of 600-acre former New York State mental hospital on Long
[sland.

e Counseled local municipality in preparing RFP for redevelopment and land rights acquisition at
New Rochelle Metro North/Amtrak station.

e DPrepared both fee simple and transferrable credit appraisals in New York State’s 50,000-acre
Pine Barrens Core Preservation Area.

e Prepared valuation reports in support of Town of Smithtown equalization rate appeal before
New York State Department of Equalization and Assessment.

e Made valuation reports for pension lender funding regional real estate acquisition by K Mart.

e Counseled largest U.S. banking corporation regarding future disposition of 600,000-square-foot
regional headquarters buildings.

e DPrepared valuation reports for lender funding Pep Boys’ fee simple northeast U.S. expansion.

e Provided litigation support and valuation in defending assessment of contaminated Hazeltine
site, Riverhead, New York.

e Provided litigation support and valuation in support of certiorari petition on contaminated
500,000-square-foot industrial complex, Colonie, New York.

o Valued 12,000-acre underwater shellfish farm in support of certiorari petition, Great South Bay,
New York. :

e Counseled investment bank funding acquisition and conversion of former headquarters buildjng
to 2 plug-and-go technology center.

e Provided litigation support and appraisals of 38-property portfolio in support of Trustee’s
dissolution petition before U.S. Bankruptcy Court.

® Valued service station portfolio for large New York-based Banking Corporation.

» Counseled New York investment bank on acquisition and redevelopment of college campus,
Old Westbury, New York.

¢ Valued all branch leaseholds for conveyance of Key Bank Long Island assets to Dime Savings
Bank.

® Made retrospective valuation of historic seaside inn for adjudication of total flood loss claim.

e Eminent domain appraisals of 35 commercial properties in downtown Hartford for
development of Adriaen’s landing multi-use sports complex.

e Valuation of 22,000-unit residential complex collateralizing major private bond issue.

e Valued 188 department store leaseholds in 38 states for creditors’ committee in major
bankruptcy.

e Valued over 400 small store leaseholds 1n southeastern U.S. to advise unsecured creditors of
bankrupt retailer.

e Valued 111 real property assets in Metro New York for transfer tax associated with the sale of
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EAB to Citigroup.

Counseled The Narure Conservancy by establishing prototype damage and sale tustory analysis
within the Coastal Erosion Hazard Area of the Atlanuc coast.

Counseled Suffolk County on the revenue generating capacity of more than 100 publicly owned
telecommunications sites.

Valued 35 properties in law firm portfolio for tax certiorari grievances.

Valued major, national Class-A office building portfolio for joint venture reporting purposes.
Provided litigation support to a public interest group opposing the sale of National Forest lands
in the Grand Tetons, Wyoming.

Co-authored a cap rate study on 168 properties in four Northern Califorrua countes for the
largest office REIT in the U.S.

Counseled the developer of the largest proposed retail/entertainment facﬂjty in establishing ad
valoremn PILOT payments.

Valued numerous New York area estate holdings and partal interests for various tax and
litigation matters.

Valued several hundred owned and leased properties throughout New York State to facilitate
acquisition of Household Finance by HSBC.

Counseled owner/developer of 300-acre golf course community in negotiating with State
University of New York.

Managed the disposition of a 175-acre waterfront campus for a New York based University.
Negotiated the acquisition of new commercial and residennal facilities on behalf of St. John’s
University.

Oversaw the enure litigaton process on behalf of a corporate client seeking just compensation
for a 260-acre appropriation.

Participated in the valuadon of an 1,800-mile subterranean easement.

Participated in the development of a damages model to reflect the value of an Wegal trespass
dating back more than 200 years

Valued a portfolio of residential buildings worth in excess of 4 billion dollars for 2 matrimonial
proceeding.

Oversaw the valuation for transfer tax purposes of the entire Bank of New York branch system.
Prepared a damages model in support of a claim against the developer of a new mixed uvse
faclity in downtown Manhattan.

Valued real estate and partnership interests in a Brooklyn retail portfolio for litigaton.

Valued partnership interests in a natonal property portfolio for NEBF.

Valued Family Limited Partnership interests in an RV park portfolio in Arizona.

Valued numerous limited partnership or minority member interests in por[foh'os includ_ing 34
office buildings in Seatde, 9 industrial buildings in suburban Philadelphia, 12 parking garages in
Nashville, and the largest retail mall 1n Dallas.

Advised the Board of Directors of Touro Law School on the disposition of their original
Campus.

Valued for matrimonial purposes an oceanfront mansion in Southampton worth $36,000,000.
Advised General Motors in a condemnation proceeding involving the New York area’s largest
service facility.

Valued numerous subterranean, surface and aerial easements on behalf of Consolidated Edison.
Advised a property owner in a gift tax matter involving 40 acres on the oceanfront jn Montauk.
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e Made a multiple scenario feasibility study on a superfund site on behalf of the Metropo litg
Transportation Authority.

o Oversaw the valuation of one of New York’s largest development portfolios to facilitate 4
corporate reorganization.

e Esumated the market rent of 2 Hudson River pier on behalf of Consolidated Edison.

* Valued numerous residential and commercial fagade easements on behalf of the Interng)
Revenue Service.

¢ Managed the real estate case in a $125,000,000 eminent domain claim against The Stare
Unuversity of New York.

e Valued and made feasibility estimates on a large superfund site on behalf of the US Attorn ey’s
Office.
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Matthew C. Mondanile, MAI
Executive Managing Director/Area Leader
Valuation & Advisory

Actvely involved in the analysis and appraisal of commercial real estate for the past 34 ~vjeq 46
Nationwide experience on a variety of property types including apartment buildings, off e
buildings, shopping centers, regional malls, motels and hotels, manufacturing plants, warehoyg e
and mixed-use projects. Appraisal and consulting assignments have been complereq g,
mortgage loan purposes, condemnations, arbitrations, allocations, estates, tax asse€sSme
hearings and as an aid in the decision-making process in the acquisition, disposiion ,n4
marketing of real estate.

Experience

Executive Managing Director/Area Leader — Valuation & Advisory, Cushman & Wakefield, Tnc.
from January 2010. Previous position as Senior Managing Director/Area Leader from Jan uary
2005 through December 2009; New York Manager from April 2001 through December 2 Q4.
Senior Director from January 1994 unul March 2001; Director from May 1991 unul December’
1993; and Senior Appraiser from April 1984 until May 1991.

Formerly employed by Douglas Elliman Knight Frank, Inc., New York, New York (19834984);
Richard W. Boyce, MAI, San Diego, California (1981-1982); R.S.T. Real Estate Company, T
Los Angeles, California (1978-1982); and the City of Paterson Tax Assessor's Office, Paterson)
New Jersey (1976-1978). ’

Appraisal Experience — New York City Office Buildings

Extensive experience in the analysis and appraisal of New York City office buildings includjng
Class A and B buildings constructed pre and post war as well as mixed-use properties anq
institutional office buildings. The primary market area of concentration is Manhattan where ovyey
300 office buildings were appraised within the last five years. Notable office buj_ldjng
assignments include the following:

e  World Trade Center e One Penn Plaza e  Swiss Bank Tower
e World Financial Center e Trump Tower ¢ Lever House
e General Motors Bulding e IBM Building o 1251 6" Avenue

Brokerage and Consulting Experience
Varied commercial real estate experience in New York City for the past 27 years. Notable recep;

assignments included:

Consultant to the Port Authority of New York and New Jersey in selecting their alternatives f,
disposition of the World Trade Center, a seven building office and retal complex in lowe,

Manhattan.

Conducted all aspects of financial analysis of commercial real estate, including benefits and costsg
of property ownership, as well as asset and property management reorganization; accomplished
privatization over a five-year period, resulting in the sale of the leasehold interest in the Wor|d
Trade Center, at the time the largest office complex in the world.
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Consultant to Madison Square Garden; assisted in the negotiation with Vornado Realty T'r LI
forward sell and trade the existing MSG arena building in return for the Farley Post ¢ ft to
building (which was planned for redevelopment to a transportation hub and was expect deCe
include a new Madison Square Garden under terms of the proposed sale).

to

Consultant to Goldman Sachs & Company; coordinated and acted as valuation consulta
one of the largest appraisal assignments in history, the acquisition of Equity Office ProPertl_
REIT by the Blackstone Group which involved half of the portfolio of 296 office and rep es
complexes around the United States (including 542 buildings), and sold for a price of $36 biLLicfll
dollars.

T on

n

Testimony in Courts of Law and Quasi-Judicial Hearings
e Qualified as an expert witness
e New York City Tax Appeal Tribunal
e New York State Supreme Court -
e United States Bankruptcy Court

Education
e William Paterson College of New Jersey
e Bachelor of Arts - 1977
e American Institute of Real Estate Appraisers Courses

Appraisal Education
As of the current date, Matthew C. Mondanide, MAI, has completed all of the requirements
under the continuing education program of the Appraisal Institute .

Memberships, Licenses and Professional Affiliations
e State of New York Certified General Real Estate Appraiser #46000004616
o State of New Jersey Certified General Appraiser #42RG00178900
e State of Connecticut Certified General Appraiser #RCG.0001284
e Broker "C" Member The Real Estate Board of New York, Inc.
e State of New York Licensed Real Estate Broker
o Designated Member of the Appraisal Insttute (MAT) Ceruficate 6811
e 2009 President of the Metropolitan New York Chapter of the Appraisal Institute
e Member, Royal Institution of Chartered Surveyors (MRICS)
e Certfied Tax Assessor - State of New Jersey
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