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Property Characteristics

Upon completion of the new construction project, the subject property will be in

similar condition to the comparable retail buildings, warranting similar rental rates.

Therefore, the comparable rentals did not warrant any adjustments for this factor.

CONCLUSION – RETAIL MARKET RENTS AND TERMS

As previously discussed, the local retail market has a high demand and a limited

supply of retail space, particularly for smaller sized units (under 3,000 square feet).

Conversations with local brokers indicated that the immediate DUMBO ground floor

market contains 300,037± square feet of rentable area of which 21,630± square feet

(7.2%) is currently vacant. Of the vacant rentable area there are seven vacancies of larger

unit sizes between 3,300± and 7,000± square feet. The local brokers indicated that units

smaller than 3,000± square feet are in high demand in the local market. In addition

spaces available for food services and restaurant related uses are in greater demand than

typical consumer goods retail uses.

Any proposed retail redevelopment of the subject property could be divided into

smaller retail units containing average unit sizes of less than 3,000± square feet.

The adjusted comparable rents were as follows:

Comparables Adjusted Rent/Sq. Ft.

1 $50.00
2 $42.00
3 $44.00
4 $62.00
5 $50.00
6 $21.12
7 $40.95
8 $33.00

The subject’s location adjacent to the eastern edge of the Brooklyn Bridge Park, the

overshadowing presence of the Manhattan Bridge, and the noise pollution which the traffic

flow across the bridge reduce the desirability of the subject location. Therefore, the subject’s
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location would not be able to generate rental rates at the upper end of the comparable range,

but would generate rental rates at the lower end of the range, which are most comparable to

the least desirable comparable locations.

Comparable rentals #4 and #6 are the outliers in the data set and are situated outside

the subject’s immediate area. The remaining rentals exhibit a clustering around the low

$40.00s per square foot pricing. Considering the influences of the bridge and the observed

foot traffic, we have rounded the estimate for the subject property at $40.00 per square foot.

The subject Washington Street Roadbed and Water Meter Testing Facility do appear to be

somewhat affected by their proximity to the Manhattan Bridge and the concluded market rent

considers their location.

Under the larger parcel determination, it is assumed that all improvements will be

constructed on the Washington Street Roadbed and the Water Meter Testing Facility, with

parking for any new construction development available on the DOT Paint Shed site.

Therefore, the larger parcel determination could also generate the market rental rate of $40.00

per square foot.

However the DOT Paint Shed site as available as a separate zoning lot would require

a rental rate below the market derived rental rate for the other two subject sites. There are no

comparable retail rentals located underneath a bridge or overpass. A rental rate of $30.00 per

square foot is selected for this subject site, which takes into consideration the noise pollution

and overshadowing presence of the Manhattan Bridge. The selected rental rate is 25% less

than the rental rate selected for the Washington Street Roadbed, the Water Meter Testing

Facility and the larger parcel determination as a whole.
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COMPARABLE RETAIL RENTALS LOCATION MAP

1 117 Front Street, Pink Berry

2 33 Main Street, One Girl Cookies

3 1 Main Street, Governor Restaurant (Closed due to Sandy)

4 54 Jay Street, Olympia Wine Bar

5 81 Washington Street, Restaurant

6 257-277 Gold Street, Bike Brooklyn

7 70 Washington Street, Brooklyn Industries

8 66 Water Street, Jacques Torres Chocolate
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PHOTOGRAPHS OF COMPARABLE RETAIL RENTALS

117 Front Street, Pink Berry

33 Main Street, One Girl Cookies
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1 Main Street, Governor Restaurant (Closed due to Sandy)

54 Jay Street, Olympia Wine Bar
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81 Washington Street, Restaurant

257-277 Gold Street, Bike Brooklyn
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70 Washington Street, Brooklyn Industries

66 Water Street, Jacques Torres Chocolate
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NEW YORK CITY OUTER BOROUGHS INDUSTRIAL MARKET OVERVIEW

According to CoStar Group, Inc., the New York Outer Boroughs Industrial

market ended the fourth quarter 2012 with a vacancy rate of 6.0%. The vacancy rate was

down over the previous quarter, with net absorption totaling positive 183,296 square feet

in the fourth quarter. Vacant sublease space increased in the quarter, ending the quarter at

117,260 square feet. Rental rates ended the fourth quarter at $12.10, an increase over the

previous quarter. A total of two buildings delivered to the market in the quarter totaling

38,386 square feet, with 146,000 square feet still under construction at the end of the

quarter.

The following information is excerpted from the 4th Quarter 2012 CoStar Market

Report.

Absorption

Net absorption for the overall New York Outer Boroughs Industrial market was

positive 183,296 square feet in the fourth quarter 2012. That compares to negative

(948,615) square feet in the third quarter 2012, positive 341,349 square feet in the second

quarter 2012, and negative (651,888) square feet in the first quarter 2012.

Some of the notable move out’s occurring in 2012 include: Eagle Transfer Corp

out of (120,000) square feet at 23-02 Hunter Point Ave., Profoods Restaurant Supply

LLC moving out of (60,000) square feet at 711 Brush Ave, and World Vision Inc.

moving out of (30,000) square feet at 885 E 138th St. Some of the notable in’s outs

occurring in 2012 include: M. Fried Store Fixtures moving into 92,221 square feet at 101

Varick Ave, One Stop LLC moving into 78,000 square feet at 37-88 Review Ave, and

Apex Technical School moving into 75,000 square feet at 24-02 Queens Plaza South.

The Flex building market recorded net absorption of positive 26,848 square feet

in the fourth quarter 2012, compared to negative (16,148) square feet in the third quarter

2012, negative (48,312) in the second quarter 2012, and negative (182,705) in the first

quarter 2012.
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The Warehouse building market recorded net absorption of positive 156,448

square feet in the fourth quarter 2012 compared to negative (932,467) square feet in the

third quarter 2012, positive 389,661 in the second quarter 2012, and negative (469,183)

in the first quarter 2012.

Vacancy

The Industrial vacancy rate in the New York Outer Boroughs market area

decreased to 6.0% at the end of the fourth quarter 2012. The vacancy rate was 6.2% at the

end of the third quarter 2012, 5.7% at the end of the second quarter 2012, and 5.9% at the

end of the first quarter 2012.

Flex projects reported a vacancy rate of 10.9% at the end of the fourth quarter

2012, 10.8% at the end of the third quarter 2012, 10.6% at the end of the second quarter

2012, and 10.0% at the end of the first quarter 2012.

Warehouse projects reported a vacancy rate of 5.8% at the end of the fourth

quarter 2012, 6.0% at the end of third quarter 2012, 5.5% at the end of the second quarter

2012, and 5.8% at the end of the first quarter 2012.

Notable Lease Signings

Some of the notable lease signings occurring in 2012 included: the 176,406-

square-foot lease signed by Dairyland USA Corporation at Hunts Point Food Distribution

Center in the Bronx market; the 90,000-square-foot deal signed by Smith Electric

Vehicles Corporation at 295 Locust Ave in the Bronx market; and the 88,000-square-foot

lease signed by Promotional Development Inc. at 909 Remsen Ave in the Brooklyn

market.

Sublease Vacancy

The amount of vacant sublease space in the New York Outer Boroughs market

increased to 117,260 square feet by the end of the fourth quarter 2012, from 109,260

square feet at the end of the third quarter 2012. There was 124,510 square feet vacant at
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the end of the second quarter 2012 and 118,510 square feet at the end of the first quarter

2012.

New York Outer Boroughs’ Flex projects reported vacant sublease space of

13,260 square feet at the end of fourth quarter 2012, from the 13,260 square feet reported

at the end of the third quarter 2012. There were 13,260 square feet of sublease space

vacant at the end of the second quarter 2012, and 13,260 square feet at the end of the first

quarter 2012.

Warehouse projects reported increased vacant sublease space from the third

quarter 2012 to the fourth quarter 2012. Sublease vacancy went from 96,000 square feet

to 104,000 square feet during that time. There was 111,250 square feet at the end of the

second quarter 2012, and 105,250 square feet at the end of the first quarter 2012.

Rental Rates

The average quoted asking rental rate for available Industrial space was $12.10

per square foot per year at the end of the fourth quarter 2012 in the New York Outer

Boroughs market area. This represented a 1.0% increase in quoted rental rates from the

end of the third quarter 2012, when rents were reported at $11.98 per square foot.

The average quoted rate within the Flex sector was $12.44 per square foot at the

end of the fourth quarter 2012, while Warehouse rates stood at $12.08. At the end of the

third quarter 2012, Flex rates were $12.23 per square foot, and Warehouse rates were

$11.97.

The following is a summary of the New York City Outer Boroughs industrial

market and the Brooklyn industrial market statistics.
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NEW YORK CITY OUTER BOROUGHS INDUSTRIAL MARKET STATISTICS

(2003 – 4th QUARTER 2012)

GENERAL INDUSTRIAL MARKET STATISTICS –BROOKLYN SUBMARKET

(1st QUARTER 2009 – 4th QUARTER 2012)

Deliveries and Construction

During the fourth quarter 2012, two buildings totaling 38,386 square feet were

completed in the New York Outer Boroughs market area. This compares to two buildings

totaling 28,750 square feet that were completed in the third quarter 2012, two buildings

totaling 219,626 square feet completed in the second quarter 2012, and nothing

completed in the first quarter 2012.
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There were 146,000 square feet of Industrial space under construction at the end

of the fourth quarter 2012. Some of the notable 2012 deliveries include: 100 Oak Point

Ave, a 189,626-square-foot facility that delivered in second quarter 2012 and is now

100% occupied, and 33-24 Woodside Ave, an 80,000-square-foot building that delivered

in second quarter 2012 and is now 100% occupied.

The largest projects underway at the end of fourth quarter 2012 were 29-01

Borden Ave, a 140,000-square-foot building with 100% of its space pre-leased, and 53-

19 46th St, a 6,000-square-foot facility that is 0% pre-leased.

Inventory

Total Industrial inventory in the New York Outer Boroughs market area

amounted to 196,590,223 square feet in 7,770 buildings as of the end of the fourth quarter

2012. The Flex sector consisted of 7,999,800 square feet in 157 projects. The Warehouse

sector consisted of 188,590,423 square feet in 7,613 buildings.

Within the Industrial market there were 813 owner-occupied buildings accounting

for 26,341,446 square feet of Industrial space.

Sales Activity

Tallying industrial building sales of 15,000 square feet or larger, New York Outer

Boroughs industrial sales figures rose during the third quarter 2012 in terms of dollar

volume compared to the second quarter of 2012.

In the third quarter, 22 industrial transactions closed with a total volume of

$177,887,000. The 22 buildings totaled 1,008,848 square feet and the average price per

square foot equated to $176.33 per square foot. That compares to 15 transactions totaling

$139,847,750 in the second quarter. The total square footage was 718,209 for an average

price per square foot of $194.72.

Total year-to-date industrial building sales activity in 2012 is up compared to the

previous year. In the first nine months of 2012, the market saw 59 industrial sales

transactions with a total volume of $412,486,775. The price per square foot has averaged
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$158.50 this year. In the first nine months of 2011, the market posted 48 transactions with

a total volume of $321,753,200. The price per square foot averaged $100.60.

Cap rates have been lower in 2012, averaging 4.89%, compared to the first nine

months of last year when they averaged 6.89%.

One of the largest transactions that has occurred within the last four quarters in

the New York Outer Boroughs market is the sale of Storage Deluxe in Bronx. This

160,000-square-foot industrial building sold for $68,234,000, or $426.46 per square foot.

The property sold on 8/2/2012, at a 4.50% cap rate.
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ANALYSIS OF THE LOCAL INDUSTRIAL MARKET

In order to estimate the appropriate market rental rate for the subject property as if

renovated to include industrial uses, an analytic report was compiled using information

provided by CoStar Group, Inc.

A historic CoStar Vacancy Report was created for the subject submarket which

includes all industrial properties within a 0.50-mile radius from the subject property

located within Brooklyn. The historical CoStar Vacancy Report for the immediate

subject industrial submarket indicates a total of 68 properties, containing a total industrial

rentable area of 2,685,739± square feet with a current total vacancy of approximately

3.6%.

The following is a summary of the immediate submarket Aggregate Historical

Vacancy and Aggregate Absorption reports from the 3rd Quarter 2010 to the 1st Quarter 2013,

including the current period.
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Aggregate Historical Vacancy Report – 0.50-Mile Radius from Subject

Aggregate Absorption Report – 0.50-Mile Radius from Subject
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Snapshot of the Subject Submarket – 0.50-Mile Radius from Subject

Vacancy Rate Chart – 0.50-Mile Radius from Subject
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CONCLUSION – INDUSTRIAL MARKET RENTS AND TERMS

In the local DUMBO market there are several former old industrial buildings that

have been renovated and converted to office and residential uses with ground floor retail.

However, none of the conversions were for the reuse of buildings for industrial uses.

Therefore, as evidenced by the market, there is limited demand for new industrial space

in the subject market.

The CoStar analytic report is inconclusive for industrial properties in the local

subject market. We have researched the local industrial market for recent lease

transactions. The local market indicates that industrial rental rates range between $15.00

and $22.50 per square foot on a semi-gross rental basis.

The rentals presented are directly competitive with the subject in the DUMBO

market. In projecting a market industrial rental for the subject property we have determined

$15.00 per square foot as reasonable. The projected rent is on the basis of the tenants

responsible for base rent and all operating expenses.

However, as indicated in the highest and best use section of this appraisal report, the

required rent for a new construction industrial building would be $22.19 per square foot,

which cannot be generated in the current industrial market. Therefore, industrial use is not an

economically feasible use of the subject property.
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ANALYSIS OF INCOME & EXPENSES

POTENTIAL GROSS INCOME

The following is a summary of the projected income potential of each of the proposed

uses.

Estimated Market Rental Apartment Rent $38.00 /Sq. Ft.

Estimated Market Retail Rent – Washington Street Roadbed, Water
Meter Testing Facility & Larger Parcel Determination

$40.00 /Sq. Ft.

Estimated Market Retail Rent – DOT Paint Shed $30.00 /Sq. Ft.

Vacancy & Collection Loss Allowance

A vacancy and collection loss allowance has been considered within our analysis to

account for lease rollover and any future vacancies, as well as bad debt and delinquent

collections. The rental components of the subject property consist of apartments, office and

retail. Based on conversations with local apartment brokers, vacancies of rental apartments

are low and there is a dearth of available units. The rents in DUMBO keep rising due to the

limited supply and increasing demand. However, there is a concern that the rents will have

some resistance when the current stock under construction comes on line; particularly 60

Water Street with 400 apartments. Based on this reasoning, we have projected a vacancy rate

of 5% for the apartments.

As previously discussed, the local retail market has a high demand and a limited

supply of retail space, particularly for smaller sized units (under 3,000 square feet).

Conversations with local brokers indicated that the immediate DUMBO ground floor

market contains 300,037± square feet of rentable area of which 21,630± square feet

(7.2%) is currently vacant. Of the vacant rentable area there are seven vacancies of larger

unit sizes between 3,300± and 7,000± square feet. The local brokers indicated that units

smaller than 3,000± square feet are in high demand in the local market. In addition

spaces available for food services and restaurant related uses are in greater demand than

typical consumer goods retail uses.
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Furthermore, the any proposed ground floor units for the subject property can be

divided to accommodate spaces with unit sizes less than 3,000± square feet, which are in

higher demand and warrant a lower vacancy rate. Therefore, a vacancy rate of 5.0% was

applied to the retail renovation and new construction of the subject property. This rate is

supported by the CoStar Group, Inc. New York City Outer Boroughs Retail Market

report which indicates that vacancy rates throughout the outer boroughs was 4.6% in the

fourth quarter of 2012.

Vacancy Rate

Apartments 5%

Retail 5%

Effective Gross Income

The difference between the potential gross income (PGI) and the vacancy and credit

loss allowances provides an estimate of collected, or effective gross income (EGI). From the

EGI, we deducted any operating expenses to arrive at a net operating income (NOI).

OPERATING EXPENSES

Real Estate Tax Projections

Real estate taxes of applicable to the renovation project of the subject property was

estimated in the Assessment and Real Estate Tax Data section of this report and are

summarized as follows.

Real Estate Taxes Projected – Washington Street Roadbed $11,170 / Annum

Real Estate Taxes Current – Water Meter Testing Facility Site $23,871 / Annum

Real Estate Taxes Current – DOT Paint Shed Site* $12,212 / Annum

Real Estate Taxes Projected – Larger Parcel $47,253 / Annum

Projected Real Estate Taxes One Story Retail Building $11.50 /Sq. Ft.

Projected Real Estate Taxes Office Building (w/ Ground Floor Retail) $ 4.00 /Sq. Ft.

Projected Real Estate Taxes Apartment Building $ 9.00 /Sq. Ft.

* DOT Paint Shed site RETX based on land assessment only since they valuation of this property is based

on the hypothetical condition that the property does not contain any improvements.

The real estate taxes will be phased in as the proposed project is developed.
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Other Operating Expense Projections – Apartment Building

In addition to the real estate taxes imposed, other operating expense will be required

to operate and maintain the new building. Operating expenses include and are not limited to,

utilities (electric, gas, fuel, water/sewer, etc.), repairs and maintenance, property insurance,

leasing commissions, administrative fees, legal fees, management fees, reserves for

replacement, etc.

We have surveyed competing Brooklyn apartment building properties for comparable

operating expenses that are summarized as follows:

Comparable Rental Apartment Building Operating Expenses

Comparable #1 Comparable #2 Comparable #3
99 337 35

Gold Street State Street Orange Street
Block/Lot: 56 / 3 171 / 49 220 / 16
No. of Units: 88 60 48
Building Area (Sq. Ft. ±) 109875 39770 47136

$/ % Of $/ % Of $/ % Of
Expenses Sq. Ft. Income Sq. Ft. Income Sq. Ft. Income Min Max Median Mean
Insurance $0.42 1.44% $ 0.43 1.83% $0.41 1.99% 1.44% 1.99% 1.83% 1.75%
Fuel $0.03 0.11% $ 1.26 5.33% $2.08 10.00% 0.11% 10.00% 5.33% 5.14%
Electric $0.47 1.61% $ 0.20 0.84% $0.32 1.55% 0.84% 1.61% 1.55% 1.33%
Water & Sewer $0.26 0.90% $ 0.56 2.37% $0.48 2.33% 0.90% 2.37% 2.33% 1.87%
Payroll & Related * $2.44 8.40% $ 0.89 8.80% $1.06 5.11% 5.11% 8.80% 8.40% 7.43%
Repairs & Maintenance $1.66 5.72% $ 5.38 22.70% $1.02 4.92% 4.92% 22.70% 5.72% 11.11%
Administrative/Professional/Leasing $1.94 6.70% $ 2.08 8.80% $1.63 5.06% 5.06% 8.80% 6.70% 6.86%
Miscellaneous $1.72 5.93% $ 0.07 0.28% $1.65 7.97% 0.28% 7.97% 5.93% 4.73%
Total Expenses $8.94 30.81% $10.87 50.95% $8.66 38.93% 30.81% 84.38% 44.94% 57.89%

A well-maintained and adequately managed property would typically operate with an

operating expense ratio between 30% and 40% of the potential gross income of a property.

The total operating expense ratio includes all expenses, excluding real estate taxes. Note

comparable #2 has excessive repairs and maintenance as a percentage of income.

This valuation analysis is based on the assumption that the subject property will be a

newly constructed with modern materials and design and will be more efficient than existing

rental properties and will be adequately managed. Therefore, the all other operating expenses
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(excluding real estate taxes) are estimated at 25% of the potential gross income of the

proposed apartment development under the C6-2A or R8A zoning district.

Other Operating Expense Projections – Retail and Office Buildings

We have surveyed competing Brooklyn retail building properties for comparable

operating expenses that are summarized as follows:

Comparable Retail Building Operating Expenses

Comparable #1 Comparable #2 Comparable #3 Comparable #4
191 146 25 57

York
Street

Concord
Street

Willoughby
Street

Willoughby
Street

Block/Lot: 55 / 40 118 / 6 140 / 147 147 / 36
No. of Units: 1 31 4 4
Building Area (Sq. Ft. ±) 1560 309952 6930 88903.5

Expenses Min Max Med Mean
Insurance $0.65 $0.37 $2.66 $ 0.30 $0.30 $2.66 $0.51 $1.00
Fuel $0.00 $0.59 $0.00 $ 0.65 $0.59 $0.65 $0.59 $0.41
Electric $0.00 $1.12 $0.00 $ 1.52 $1.12 $1.52 $1.12 $0.88
Water & Sewer $1.09 $0.11 $0.81 $ 0.27 $0.11 $1.09 $0.54 $0.57
Payroll & Related * $0.00 $1.10 $0.00 $ 2.63 $1.10 $2.63 $0.55 $0.93
Repairs & Maintenance $0.00 $3.28 $0.28 $ 3.91 $3.28 $3.91 $3.28 $2.49
Administrative/Professional/Leasing $6.80 $1.35 $4.14 $ 2.40 $1.35 $6.80 $3.27 $3.67
Miscellaneous $1.34 $0.91 $0.88 $ 0.01 $0.01 $1.34 $0.90 $0.79
Total Expenses/Sq. Ft. $9.87 $8.84 $8.77 $11.69

We have surveyed competing Brooklyn office building properties for comparable

operating expenses that are summarized as follows:

Comparable #1 Comparable #2 Comparable #3 Comparable #4
18 Bridge 146 Concord 131 Flatbush 57 Willoughby

Street Street Avenue Ext. Street
Block/Lot: 20 / 21 118 / 6 133/ 5 147/36
No. of Units: 35 31 1 4
Building Area (Sq. Ft. ±) 42000 309952 75000 88903.5

Expenses Min Max Med Mean
Insurance $0.58 $0.37 $0.23 $ 0.30 $0.23 $0.58 $0.34 $0.37
Fuel $0.00 $0.59 $0.00 $ 0.65 $0.59 $0.65 $0.62 $0.62
Electric $0.90 $1.12 $0.00 $ 1.52 $0.90 $1.52 $1.12 $1.18
Water & Sewer $0.12 $0.11 $0.00 $ 0.27 $0.11 $0.27 $0.12 $0.17
Payroll & Related * $0.00 $1.10 $0.00 $ 4.49 $1.10 $4.49 $2.80 $2.80
Repairs & Maintenance $0.55 $3.28 $0.01 $ 2.05 $0.01 $3.28 $1.30 $1.47
Administrative/Professional/Leasing $1.43 $1.35 $1.12 $ 2.40 $1.12 $2.40 $1.39 $1.57
Miscellaneous $2.14 $0.91 $0.00 $ 0.01 $0.01 $2.14 $0.91 $1.02
Total Expenses/Sq. Ft. $5.72 $8.84 $1.36 $11.69



13-190

GOODMAN-MARKS ASSOCIATES, INC. 221

Insurance

This item includes the standard fire, extended coverage and general liability insurance

policy for the subject property. The insurance expense is projected at $1.00 per square foot

of building area, which includes any additional flood insurance that is required by the

landlord. In the discounted cash flow analysis, this premium is projected to grow at an

inflation rate of 3.0% per annum.

Structural Repairs & Reserves

This is an additional cost (i.e., reserve fund) for the repair and/or replacement of short-

lived items such as air-conditioning condensers, roof surface, sidewalks, and common area

finishes. This cost does not usually appear as a separate line item in a property's financial

statements; however, the periodic repair or replacement of these items is necessary to achieve

and maintain the maximum rent levels.

The PwC Real Estate Investor Survey, First Quarter 2013 of the National CBD Office

Market and the Strip Shopping Center Market reports indicates a range for reserves of $0.10 to

$0.50 per square foot. The reserve for replacement expense is estimated $0.25 per square foot.

This expense will increase at a rate of 3.0% per annum in the discounted cash flow analysis.

Management & Professional Fees

The item of asset management anticipates the costs of typical property management,

such as internal accounting and legal fees that are necessary to allow the property to operate.

Management fees are typically expressed as a percentage of collected income and range

between 2.0% and 5.0% of EGI. The management fee is estimated at 3.0% of EGI,

which is within market parameters and has been applied in the discounted cash analysis.



13-190

GOODMAN-MARKS ASSOCIATES, INC. 222

ESTIMATED CONSTRUCTION COSTS

HARD COSTS

New Building

In order to determine the development costs of a proposed building to be constructed,

a cost analysis was performed to obtain the proper perspective of current construction costs,

adjusted for current and local costs and other refinements.

Building Renovation Costs

In order to determine the renovation cost of the existing building located at the Water

Meter Testing Facility site, as available to its highest and best use as a retail building, a cost

analysis was performed to obtain the proper perspective of current construction costs,

adjusted for current and local costs and other refinements.

The unit costs used were based on figures using the Marshall Valuation Service cost

manual. Construction costs include both direct and indirect costs for the total physical gross

buildable areas of a new development.

Direct costs are defined as, "expenditures for the labor and materials used in the

construction of improvements; also called hard costs." 27

Indirect costs are defined as, "expenditures or allowances for items other than labor

and materials that are necessary for construction, but are not typically part of the construction

contract. Indirect costs may include administrative costs; professional fees; financing costs

and the interest paid on construction loans; taxes and the builder’s or developer’s all-risk

insurance during construction; and marketing, sales, and lease-up costs incurred to achieve

occupancy or sale. Also called soft costs." 28

The following table presents the hard cost estimates for the proposed buildings under

the M3-1 and C6-2A / R8A zoning districts, which were derived from the Marshall Valuation

Service cost manual:

27 The Dictionary of Real Estate Appraisal – Fifth Edition, Appraisal Institute, Chicago, IL, 2010., p. 58.
28 Ibid., p. 100.
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Estimated Building Costs per Square Foot – Apartment Building
Highest and Best Use as Vacant Analysis

Marshall Valuation Service: Luxury Apt. – New Construction Parking Structure

Section/Page: 11/15 14/34

Type/Construction Class: Average- Class B Good - Class B

Date: November 2012 February 2012

Base Cost/Sq. Ft.: $182.70 $61,67

Sprinkler Adjustment: $ 2.25 $ 2.25

Multi-Story Adjustment*: + $ 5.48 + $ 0.00

Total Base Cost/Sq. Ft.: $190.43 $63.92

Adjustments

Current Cost Multiplier: 1.0500 1.0500

Local Cost Multiplier: 1.4000 1.4000

Composite: x 1.4700 1.4700

Adjusted Base Cost/Sq. Ft.: $279.93 $93.96

**Add 0.5% adjustment for each story over three, above ground, to base costs. This appraisal report is based on the

assumption that the proposed building would be a maximum of 9 stories in height.

Estimated Building Costs per Square Foot – One-Story Retail Building
New Construction – As Vacant

Marshall Valuation Service: Retail – New Construction

Section/Page: 13/26

Type/Construction Class: Good - Class C

Date: May 2012

Base Cost/Sq. Ft.: $97.64

Sprinkler Adjustment: $ 2.25

Multi-Story Adjustment: + $ 0.00

Total Base Cost/Sq. Ft.: $ 99.89

Adjustments

Current Cost Multiplier: 1.0500

Local Cost Multiplier: 1.4100

Composite: x 1.4805

Adjusted Base Cost/Sq. Ft.: $147.89

Estimated Shell Renovation Cost per Square Foot
Water Meter Testing Facility – As Improved

The shell renovation cost is estimated by determining the shell value of the existing

industrial building shell value. A 50% adjustment was applied to the cost of a new industrial

building, which takes into consideration the physical depreciation of the subject property and

the functional utility for the conversion of the subject’s industrial building into a retail

building. This includes retention of the shell structure but requires new window store fronts
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and doors for the proposed renovation of the subject property into a multi-tenant retail

building. The remaining contributory shell value is deducted from the cost to construct a new

retail shell, resulting in the estimated cost to renovate the existing shell structure.

Estimated Shell Renovation Cost per Square Foot
Water Meter Testing Facility – As Improved

Marshall Valuation Service: Retail – Shell Value Industrial – Shell Value

Section/Page: 13/38 14/35

Type/Construction Class: Good – Class C Good - Class C

Date: May 2012 February 2012

Base Cost/Sq. Ft.: $48.17 $44.56

Sprinkler Adjustment: $ 0.00 $ 0.00

Multi-Story Adjustment: + $ 0.00 + $ 0.00

Total Base Cost/Sq. Ft.: $48.17 $44.56

Adjustments

Current Cost Multiplier: 1.0500 1.0600

Local Cost Multiplier: 1.4100 1.4000

Composite: x 1.4805 x 1.4840

Adjusted Base Cost/Sq. Ft.: $71.32 $66.13

Estimated Physical & Functional Depreciation: 0% 50%

Estimated Remaining Value: $71.32 $33.07

Estimated Cost to Construct Retail Shell: $71.32

Less: Remaining Contributory Value of Industrial Shell: - $33.07

Estimated Cost to Renovate Shell and Convert to Retail $38.25

Estimated Interior Build-Out Costs per Square Foot
Water Meter Testing Facility – As Improved

Marshall Valuation Service: Retail – Interior Build-Out

Section/Page: 13/28

Type/Construction Class: Good - Class C

Date: May 2012

Base Cost/Sq. Ft.: $51.20

Sprinkler Adjustment: $ 2.25

Multi-Story Adjustment: + $ 0.00

Total Base Cost/Sq. Ft.: $53.45

Adjustments

Current Cost Multiplier: 1.0500

Local Cost Multiplier: 1.4100

Composite: x 1.4805

Adjusted Base Cost/Sq. Ft.: $79.13
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SOFT COSTS

Survey of Local Developer’s Soft Costs and Required Rate of Return

The following is a result of a survey of developers regarding their soft costs and

required rate of return (IRR).

1) A proposed waterfront, large-scale mixed use development located on the north
shore of Long Island proximate to New York City. The preliminary construction
costs of this proposed development included a breakdown of their projected soft
costs and developer’s required return, which are summarized as follows:

Soft Costs (% of Hard Costs)
2.00% General Conditions
3.00% Developer's Fee
8.00% Contingency
8.00% Architectural & Engineering Fees
7.00% Additional Soft Costs (Inc. Sales & Marketing)

28.00% Total Project Soft Costs

Developer’s Required Return (Yield Rate): 20%

2) A proposed large scale, mixed use downtown development. The preliminary
construction costs of this proposed development included a breakdown of their
projected soft costs and developer’s required return, which are summarized as
follows:

Soft Costs (% of Hard Costs)
General Conditions 8.0%
CM Fees 2.5%
Design Contingency 5.0%
Construction Contingency 5.0%
Performance Bond 0.5%
Legal & Architect & Engineering 4.0%
Total Soft Costs 25.0%
Developer’s Required Return (Yield Rate): 25%

3) The following are soft cost estimates prepared by VJ Associates – Cost Estimators
for the above two projects:

Soft Costs (% of Hard Costs)
GENERAL CONDITIONS 8.0%
C.M. FEE 2.5%
DESIGN CONTINGENCY 5.0%
CONSTRUCTION CONTINGENCY 5.0%
PERFORMANCE BOND 0.5%
LEGAL, ARCHITECTURAL & ENGINEERING FEES 4.0%
Total Soft Costs 25.0%
Developer’s Required Return (Yield Rate): 25%
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4) The following are the soft costs estimates provided by the developer of a 5-story
244 unit luxury residential apartment complex situated on 16.83± acres of land
situated on the north shore of Long Island. The complex is proposed in two phases.
The proposed gated community has amenities that include ground floor parking
garages (4-stories of apartments above), clubhouse, fitness center, indoor and
outdoor pools, and concierge service, of land with amenities including concierge.
Total timing for both phases and full sellout is 7 years, based on approvals in place.
The following is a summary of the developer’s timing and hard and soft costs.

Construction Period:
Phase I
Phase II

2 years
1.5 years

Hard Costs/Sq. Ft.): $260.00
Soft Cost (including selling costs): 16% of hard costs
Developer’s Fee: 1% of hard costs
Total Soft Costs 17%

Developer’s Required Return: 20%

5) The following are the soft costs for a four-story, 14 unit residential condominium
project in Williamsburg, Brooklyn.

Soft Costs (% of Hard Costs)
Soft Costs (excluding marketing & selling costs) 15%

6) The following are the soft costs for a four-story and penthouse residential
condominium project containing 8 units and situated in Boerum Hill, Brooklyn.

Soft Costs (% of Hard Costs)
Soft Costs (excluding marketing & selling costs) 33%
Brokerage Fee 4%

Conclusions - Soft Costs:

The soft costs reported for Project #5 were at 15%, but excluded marketing and

selling costs. The range of the total costs of the other five projects was between 17% and

37%, with a predominate number of projects falling in the 20% to 25% range. In our

land residual model we have selected 20% of hard costs of the proposed improvements as

reasonable expectation for a developer.

Conclusions – Survey of Developer Required Rate of Return (IRR):

The range of the developer’s required rate of return was at 20% or 25%. In our

residual discounted cash flows we have selected a 20% discount for those projects having
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an as-of-right use and a rate of 28% for the projects that required a change in zoning.

These rates considered the level of risk associated with each project.

TRANSACTION FEE

The reversion of subject property is calculated based on the net operating income in

the year following the holding period (subsequent to achieving a stabilized occupancy). The

net operating income is capitalized using the appropriate market derived rate. A 3.5% cost

was deducted from the estimated amount of the reversion for the subjects property, since to

realize this value, appropriate transaction costs, (mortgage refinancing, half of the brokerage

costs, legal fees, etc.) would be incurred.
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CONSTRUCTION AND ABSORPTION TIMETABLE

The following is an analysis of the subject’s pre-construction, construction and

absorption periods, which are supported by the local market. In the residual models, the

projected pre-construction, construction and absorption periods were used. The discounted

cash flow models are structured on an annual basis with the total terms specified below.

The following table summarizes the proposed construction and absorption timetable

for the Larger Parcel, As Improved - Apartment development. This development requires

change of zoning, which has been projected at 5 years. Demolition of the existing Water

Meter Testing Facility improvement is anticipated to occur in Year 6.

PROJECTED CONSTRUCTION & ABSORPTION TIMETABLES

Larger Parcel, As Vacant – Apartment Development

Pre-Construction 4/13 – 3/18

(60 months)

Building Construction 4/18 – 3/20

(24 months)

Absorption 4/20 – 3/22

(24 months)

Total Time Period 9 years

The following table summarizes the proposed construction and absorption timetable

for the Larger Parcel, As Vacant – Retail Development of the subject property. This

development is an as-of-right use and does not require change of zoning and approvals for

construction are anticipated to be easily obtained.

PROJECTED CONSTRUCTION & ABSORPTION TIMETABLES

Larger Parcel, As Vacant – Retail Development

Pre-Construction Nominal

Building Construction 4/13 – 3/15

(24 months)

Absorption 4/15 – 3/17

(24 months)

Total Time Period 4 years
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The following table summarizes the proposed construction and absorption timetable

for the Larger Parcel, As Improved - Retail development (retaining the existing Water Meter

Testing Facility building). This development is an as-of-right use and does not require change

of zoning and approvals for construction are anticipated to be easily obtained.

PROJECTED CONSTRUCTION & ABSORPTION TIMETABLES

Larger Parcel, As Improved – Retain Water Meter Testing Facility Building

Pre-Construction Nominal

Building Construction 4/13 – 3/15

(24 months)

Absorption 4/15 – 3/17

(24 months)

Total Time Period 4 years

The following table summarizes the proposed construction and absorption timetable

for the Water Meter Testing Facility - As Improved – Renovate Existing Building to Retail.

This development is an as-of-right use and does not require of zoning and approvals for

construction are anticipated to be easily obtained.

PROJECTED CONSTRUCTION & ABSORPTION TIMETABLES

Water Meter Testing Facility, As Improved – Renovate Existing Building to Retail

Pre-Construction Nominal

Retail Renovation 4/13 – 3/14

(12 months)

Absorption 4/14 – 3/15

(12 months)

Total Time Period 2 years

The following table summarizes the proposed construction and absorption timetable

for the DOT Paint Shed and Washington Street Roadbed - As Vacant – Develop with Retail.

These developments consist of an as-of-right use and does not require of zoning and approvals

for construction are anticipated to be easily obtained.
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PROJECTED CONSTRUCTION & ABSORPTION TIMETABLES

DOT Paint Shed & Washington Street Roadbed - As Vacant – Develop with Retail

Pre-Construction Nominal

Retail Renovation 4/13 – 3/15

(24 months)

Absorption 4/15 – 3/16

(12 months)

Total Time Period 3 years

The following table summarizes the proposed construction and absorption timetable

for the Water Meter Testing Facility & Washington Street Roadbed – As Vacant – Apartment

Development. These developments require change of zoning, which has been projected at 5

years. Demolition of the existing Water Meter Testing Facility improvement is anticipated to

occur in Year 6.

PROJECTED CONSTRUCTION & ABSORPTION TIMETABLES

Water Meter Testing Facility & Washington Street Roadbed –
As Vacant – Develop with Apartment Building

Pre-Construction 4/13 – 3/18

(60 months)

Building Construction 4/18 – 3/20

(24 months)

Absorption 4/20 – 3/22

(24 months)

Total Time Period 9 years

The following table summarizes the proposed construction and absorption timetable

for the DOT Paint Shed Facility – As Vacant – Apartment Development. This development

requires change of zoning, which has been projected at 5 years. Furthermore, this

development will consist of a multi-story, large-scale apartment building located underneath

the Manhattan Bridge. The Manhattan Bridge structure is located directly above the

subject DOT Paint Shed Facility site. The height of the bridge over the replacement

parcels has been reported by the DOT to be approximately 115 feet. The location of the

subject DOT Paint Shed Facility site under the Manhattan Bridge is likely to create

financial hardships and delays in an approval process for the potential development of the
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site. Although development of this site may face additional community opposition, a 5-

year pre-construction period is reasonable to obtain all approvals pertaining to its

development beneath the bridge structure. The local market does not indicate that there

would be an additional pre-construction approval period.

PROJECTED CONSTRUCTION & ABSORPTION TIMETABLES

Pre-Construction 4/13 – 3/18

(60 months)

Building Construction 4/18 – 3/20

(24 months)

Absorption 4/20 – 3/22

(24 months)

Total Time Period 9 years
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CHOICE OF RESIDUAL CAPITALIZATION RATE

Upon achieving a stabilized occupancy, the subject property will be available for sale

or for refinancing by the developer.

Rental Apartment – Investor Indices and Investment Parameters

According to the PwC Real Estate Investor Survey of the National Apartment

Market for the First Quarter of 2013, demand trends in the national apartment market

remain steadfast despite elevated rental rates in some markets and a gradual recovery in

the single-family housing sector of other markets. “There is a cultural shift in the rising

generation away from ownership and towards the flexibility of rental living, which will

continue to drive demand for apartments,” comments an investor.

While certain investors foresee strong demographics sustaining apartment demand

and outpacing new supply in the near term, others believe growing costs may weaken

demand. “Rising rental rates are a concern in markets where tenants have options to

move to single-family dwellings,” states a participant.

This quarter’s Survey results of two key indicators reveal a modest change in

investor sentiment. First, the average initial-year market rent change rate is static this

quarter, hinting at investors’ awareness of an upper limit for rent growth in their cash

flow projections (see Table 28). Second, the average overall capitalization (cap) rate is

virtually unchanged, suggesting stabilization in asset pricing.

Over the next six months, the majority of surveyed investors foresee overall cap

rates holding steady in this market.

Please see PwC National Apartment Market Report, First Quarter 2013, as

follows:
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NATIONAL APARTMENT MARKET
(First Quarter 2013)

The PwC survey reports a residual capitalization rate range of 4.25% to 9.75%, with

an average of 6.22%, for the first quarter of 2013.

Retail – Investor Indices and Investment Parameters

According to the PwC Real Estate Investor Survey of the National Strip Shopping

Center Market for the First Quarter of 2013, while many investors seeking deals of less

than $10.0 million continue to look at acquiring grocery-anchored strip shopping centers

as a “gold standard,” some investors have expressed concern for this sector’s

performance due to the growing number of discount merchants that carry groceries and

the popularity of e-merchants that provide home delivery of groceries. “The changing
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grocery landscape is more of a concern in markets with aged demographics than in

markets with younger demographics and newer assets,” shares a participant.

Overall, investors believe that non-dominant grocery stores present the greatest

risk against e-grocers and big-box superstores. “The best grocers offer amenities that are

hard to replicate on-line or in big-box stores so they will remain dominant,” remarks a

participant. On the other hand, the financial health and viability of certain grocers have

always been in question and need to be analyzed with extra caution. “Centers with less-

than-stellar grocery stores should not be trading at aggressive overall cap rates,” adds the

investor.

This quarter, the average overall cap rate slips only two basis points to 7.04%, the

lowest average ever reported for this market since it debuted in 1991.

Please see PwC National Strip Shopping Center Market, First Quarter 2013, as

follows:
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NATIONAL STRIP SHOPPING CENTER MARKET
(First Quarter 2013)

The PwC survey reports a residual capitalization rate range of 6.0% to 12.0%, with an

average of 7.61%, for the first quarter of 2013.

Market Survey of Capitalization Rates

In addition to the national PwC Survey, we have researched the Brooklyn market

for overall capitalization rates of recently sold multi-family apartment buildings, retail

and office properties.

The following is a summary of the apartment building sales from which we were

able to extract an overall capitalization rate.
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Apartment Building Sales

No. Address Date Sale Yr. Built OAR # Units

1 265-267 South 2nd Street 4/23/2013 1914 4.90% 35
2 940 Kent Avenue 12/31/2012 1920 6.42% 8
3 196 Sackett Street 12/28/2012 1931 5.00% 7
4 102 Pierrepont Street 12/19/2012 1860 5.00% 6
5 56 Pierrepont Street 12/14/2012 1840 4.00% 12
6 372 Baltic Street 11/20/2012 1931 5.00% 8
7 137 5th Avenue 11/1/2012 2011 6.24% 10
8 40 Cumberland Street 9/18/2012 1905 6.81% 12
9 16 Dean Street 9/12/2012 1900 5.90% 16

10 519 Myrtle Avenue 9/11/2012 1920 4.71% 8
11 139 Emerson Place 8/29/2012 1946 6.70% 50
12 700 Sackett Street 8/23/2012 1930 6.00% 8
13 20 St. Marks Place 8/1/2012 1900 7.60% 5
14 384 Court Street 6/26/2012 1920 5.74% 7
15 140-146 North 6th Street 6/25/2012 2008 5.00% 44
16 189-191 South 9th Street 6/11/2012 1911 6.16% 30
17 285 Court Street 6/10/2012 1931 7.21% 5
18 105-117 Kent Avenue 5/9/2012 2011 3.00% 62
19 141 Columbia Heights 5/4/2012 1979 7.42% 16
20 183 Columbia Heights 4/17/2012 1910 5.30% 13
21 79-83 Clifton Place 2/29/2012 1939 6.06% 40
22 90 Clarmont Avenue 2/8/2012 2005 6.01% 7
23 195 Smith Street 1/27/2012 1931 5.97% 3
24 75 Clinton Street 1/18/2012 2011 4.80% 74
25 240 President Street &

637 Henry Street
1/15/2012 1920 4.32% 8

The preceding table contains a list of the most recent sales of apartment buildings

by date order. Many older buildings in Brooklyn are subject to rent stabilization

guidelines that affect the potential rent collection of these apartment buildings.

New York City rental apartment buildings constructed prior to World War II were

placed under rent control in 1943. Since that time, most rental apartments in buildings

containing six residential units or more have continued to operate under some form of

rent regulation. The enactment of the Rent Stabilization Law of 1969, the Emergency

Tenant Protection Act (ETPA) of 1974 and ensuing rent regulations permitted the

conversion of numerous rent-controlled apartments to rent stabilization status and the de-

regulation of others that were then able to seek market rents.

In June 1997, the New York State Legislature passed the Rent Regulation Reform

Act of 1977, which was subsequently signed into law by Governor George E. Pataki. On
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June 24, 2011, the Rent Stabilization Law was re-enacted until June 15, 2015, and certain

increases updated. Among its provisions, it broadens the opportunities and amounts of

rent increases when rent-stabilized apartments are vacated, and modifies previous

requirements concerning the deregulation of apartments that rent for $2,500.00 or more

per month (up from $2,000.00 from the prior law) if household income is in excess of

$200,000.00 for each of the two preceding calendar years (up from $175,000.00 under

the prior law).

The latest available statistics show that the total New York City housing stock as

of 2011 consists of 3.35± million units, including private and public, leased and owner-

occupied residences. Among these, 2.17± million units are rental apartments. The

breakdown of the rental units is as follows: 39.1% free market units; 34.2% prewar

(before 1947), rent-stabilized units; 11.2% post-war (after 1946), rent-stabilized units;

1.8% rent-controlled units; and 13.7% other types of regulated units.

The following table includes the summary of most recent apartment building sales

in order of year built.
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Apartment Building Sales (by Order of Year Built)

No. Address Date Sale Yr. Built OAR # Units

7 137 5th Avenue 11/1/2012 2011 6.24% 10
18 105-117 Kent Avenue 5/9/2012 2011 3.00% 62
24 75 Clinton Street 1/18/2012 2011 4.80% 74
15 140-146 North 6th Street 6/25/2012 2008 5.00% 44
22 90 Clarmont Avenue 2/8/2012 2005 6.01% 7

19 141 Columbia Heights 5/4/2012 1979 7.42% 16
11 139 Emerson Place 8/29/2012 1946 6.70% 50
21 79-83 Clifton Place 2/29/2012 1939 6.06% 40
3 196 Sackett Street 12/28/2012 1931 5.00% 7
6 372 Baltic Street 11/20/2012 1931 5.00% 8

17 285 Court Street 6/10/2012 1931 7.21% 5
23 195 Smith Street 1/27/2012 1931 5.97% 3
12 700 Sackett Street 8/23/2012 1930 6.00% 8
2 940 Kent Avenue 12/31/2012 1920 6.42% 8

10 519 Myrtle Avenue 9/11/2012 1920 4.71% 8
14 384 Court Street 6/26/2012 1920 5.74% 7
25 240 President Street &

637 Henry Street
1/15/2012 1920 4.32% 8

1 265-267 South 2nd Street 4/23/2013 1914 4.90% 35
16 189-191 South 9th Street 6/11/2012 1911 6.16% 30
20 183 Columbia Heights 4/17/2012 1910 5.30% 13
8 40 Cumberland Street 9/18/2012 1905 6.81% 12
9 16 Dean Street 9/12/2012 1900 5.90% 16

13 20 St. Marks Place 8/1/2012 1900 7.60% 5
4 102 Pierrepont Street 12/19/2012 1860 5.00% 6
5 56 Pierrepont Street 12/14/2012 1840 4.00% 12

The indicated range of OARs for the apartment building sales ranges between 3% and

7.60%. Sales # 7, #18, #24, #15 and #22 were constructed between 2005, and most similar to

the subject as if vacant and available development with an apartment building. The indicated

OARs for these sales ranges between 3.00% and 6.24%. However, Sales #7 and #22 are sales

of small apartment buildings, which are not the highest and best use of the subject property as

vacant. Sales #18, #24 and #5 consist of between 44 and 74 apartment units. Although these

sales are not as large as the number of units that can be constructed if the subject property were

vacant and available for redevelopment, they are the largest newer construction sales, thus most

similar to the subject property. These comparables indicate OARs of 3.00% (Sale #18), 4.80%

(Sale #24) and 5.00% (Sale #15). Therefore, a selected OAR of 4.80% is reasonable for the
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proposed subject redevelopment program as if vacant and available for development to its

highest and best use.

However, the indicated overall capitalization rates are going-in capitalization

rates, which capitalize the first year’s net operating income and are not residual

capitalization rates. According to the National Apartment Market Survey performed by

PwC, the overall capitalization rates range between 3.75% and 10.00%, with a mean of

5.72% and the residual capitalization rates range between 4.50% and 9.75%, with a mean

of 6.17%. According to the PwC survey, the average OAR is 45 basis points below the

residual capitalization rate for similar building products.

Therefore, in the analysis of the subject property as if vacant and available for

redevelopment to its highest and best use, under the hypothetical redevelopment scenario

of apartment development, the residual capitalization rate is selected at 5.25%, which is

45 basis points above the selected OAR of 4.80%.

The following is a summary of the retail building sales from which we were able

to extract an overall capitalization rate.
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Retail Building Sales

Date of Bldg. Area
No. Address Sale Yr. Built OAR (Sq. Ft.)

1 173 Park Avenue 12/20/2013 1957 6.11% 2,587
2 2025-2035 Bath Avenue 3/21/2013 1917 8.30% 9,784
3 4708 3rd Avenue 2/14/2013 1931 7.19% 3,073
4 2109 Avenue U 2/5/2013 1925 5.50% 2,344
5 1455 Myrtle Avenue 1/8/2013 1931 5.65% 5,708
6 275-283 Avenue O 12/31/2012 1933 7.20% 17,500
7 1279-1281 Fulton Avenue 12/31/2012 1936 4.25% 21,000
8 22-26 4th Avenue 11/27/2012 1920 5.29% 2,260
9 7124 Bay Parkway 11/15/2012 1931 6.00% 3,200

10 1909 Flatbush Avenue 11/5/2012 1965 8.52% 2,450
11 196 Pennsylvania Avenue 10/17/2012 1930 4.01% 3,319
12 118 3rd Avenue 10/3/2012 1900 5.79% 5,148
13 0-84 Jamaica Avenue 8/23/2012 1922 5.32% 17,676
14 1926-1928 Bath Avenue 8/9/2012 1905 8.69% 6,480
15 149 4th Avenue 8/3/2012 1920 6.10% 5,940
16 125 5th Avenue 7/25/2012 1921 4.00% 7,600
17 1366-1368 Broadway 6/15/2012 2008 6.09% 9,232
18 1816-1826 Gravesend Neck Road 5/31/2012 1927 7.65% 5,492
19 2067 Coney Island Avenue 5/4/2012 1960,1971, 1986 6.40% 50,700
20 836 Manhattan Avenue 4/12/2012 1974 4.98% 11,400
21 6311-6313 Avenue N 4/10/2012 2003 7.50% 10,800
22 866 Franklin Avenue 3/27/2012 1915 6.76% 2,250
23 6303-6311 5th Avenue 3/22/2012 1975 6.24% 35,500
24 6104 3rd Avenue 2/13/2012 1914 8.21% 3,000
25 2515 86th Street 2/8/2012 1950 5.50% 10,000
26 1667-1669 Bath Avenue 2/6/2012 1930 4.56% 4,320
27 835 Manhattan Avenue 1/18/2012 1931 6.00% 3,500

The indicated range of OARs for retail properties is between 4.00% and 8.69%.

Any redevelopment or new construction of the subject property would be in

superior condition to the older retail buildings included in the above analysis. Therefore,

the preceding sales were sorted in terms of year built. The following table includes the

summary of most recent retail building sales in order of year built.
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Retail Building Sales (by Order of Year Built)

Date of Bldg. Area
No. Address Sale Yr. Built OAR (Sq. Ft.)

17 1366-1368 Broadway 6/15/2012 2008 6.09% 9,232
21 6311-6313 Avenue N 4/10/2012 2003 7.50% 10,800

19 2067 Coney Island Avenue 5/4/2012 1960,1971, 1986 6.40% 50,700
23 6303-6311 5th Avenue 3/22/2012 1975 6.24% 35,500
20 836 Manhattan Avenue 4/12/2012 1974 4.98% 11,400
10 1909 Flatbush Avenue 11/5/2012 1965 8.52% 2,450
1 173 Park Avenue 12/20/2013 1957 6.11% 2,587

25 2515 86th Street 2/8/2012 1950 5.50% 10,000
7 1279-1281 Fulton Street 12/31/2012 1936 4.25% 21,000
6 275-283 Avenue O 12/31/2012 1933 7.20% 17,500
3 4708 3rd Avenue 2/14/2013 1931 7.19% 3,073
5 1455 Myrtle Avenue 1/8/2013 1931 5.65% 5,708
9 7124 Bay Parkway 11/15/2012 1931 6.00% 3,200

27 835 Manhattan Avenue 1/18/2012 1931 6.00% 3,500
11 196 Pennsylvania Avenue 10/17/2012 1930 4.01% 3,319
26 1667-1669 Bath Avenue 2/6/2012 1930 4.56% 4,320
18 1816-1826 Gravesend Neck Road 5/31/2012 1927 7.65% 5,492
4 2109 Avenue U 2/5/2013 1925 5.50% 2,344

13 0-84 Jamaica Avenue 8/23/2012 1922 5.32% 17,676
16 125 5th Avenue 7/25/2012 1921 4.00% 7,600
8 22-26 4th Avenue 11/27/2012 1920 5.29% 2,260

15 149 4th Avenue 8/3/2012 1920 6.10% 5,940
2 2025-2035 Bath Avenue 3/21/2013 1917 8.30% 9,784

22 866 Franklin Avenue 3/27/2012 1915 6.76% 2,250
24 6104 3rd Avenue 2/13/2012 1914 8.21% 3,000
14 1926-1928 Bath Avenue 8/9/2012 1905 8.69% 6,480
12 118 3rd Avenue 10/3/2012 1900 5.79% 5,148

Sales # 17 and #21 were constructed in 2003 and 2008, and most similar to the subject

as if available for development or redevelopment with a retail building. The indicated OARs

for these sales are between 6.09% and 7.50%.

The retail building sales with indicated OARs are located throughout all of Brooklyn.

The following is a summary of the sales that are located in areas deemed most comparable to

the subject property.
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Retail Building Sales (by Most Comparable Location)

Date of Bldg. Area
No. Address Sale Yr. Built OAR (Sq. Ft.)

1 173 Park Avenue 12/20/2013 1957 6.11% 2,587
8 22-26 4th Avenue 11/27/2012 1920 5.29% 2,260

12 118 3rd Avenue 10/3/2012 1900 5.79% 5,148
15 149 4th Avenue 8/3/2012 1920 6.10% 5,940
16 125 5th Avenue 7/25/2012 1921 4.00% 7,600
20 836 Manhattan Avenue 4/12/2012 1974 4.98% 11,400

Sales # 1, #8, #12, #15, #16 and #20 are located most proximate to the subject property,

and deemed most similar to the subject property. The indicated OARs for these sales are

between 4.00% and 6.11%.

Therefore, a selected OAR of 5.25% is reasonable for the proposed subject

renovation or redevelopment as a retail building.

However, the indicated overall capitalization rates are going-in capitalization

rates, which capitalize the first year’s net operating income and are not residual

capitalization rates. According to the National Strip Shopping Center Market Survey

performed by PwC, the overall capitalization rates range between 5.50% and 9.50%, with

a mean of 7.04% and the residual capitalization rates range between 6.00% and 12.00%,

with a mean of 7.61%. According to the PwC survey, the average OAR is 57 basis points

below the residual capitalization rate for similar building products.

Therefore, in the analysis of the subject property as for renovation or available for

redevelopment of a retail use, the residual capitalization rate is selected at 5.80%, which

is 55 basis points above the selected OAR of 5.25%.
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CHOICE OF DISCOUNT RATE

The discount rate reflects the sum of all the anticipated benefits and risks contained in

the series of cash flows anticipated to be received by the property owner, inclusive of subject

rents, miscellaneous income and the property reversion at the end of the projected investment

holding period.

There are various methods of capitalizing income (i.e., discounting an income stream

to a present value), and each method embodies its own strengths and weaknesses. However,

the selection of an appropriate discount rate is heavily reliant on market-driven factors,

including competitive interest rates, including money market rates. Among the factors

considered in choosing the discount rate are risk, the cost of funds, the long-term yield on

exempt, tax-sheltered and taxable, competing investments, the quality of the income stream

and liquidity.

Short- and long-term economic indicators, as published in the Federal Reserve

Statistical Release H.15 on March 25, 2013, were as follows:

Long-Term Indicator

Treasury Bonds (10-year) 1.93%
Treasury Bonds (20-year) 2.76%
Med. Qual. Corporate Bonds (Baa) 4.84%

Municipal Bonds 3.9%

Short-Term

Federal Funds 0.15%
Treasury Bills (3-month) 0.08%
Reserve Bank Discount Rate 0.75%
Prime Rate (monthly average) 3.25%

The measure of risk inherent in a real estate investment is partly available in the bond

market. The yields on corporate and municipal obligations are an indication of the market's

measure of the worth of a given cash flow, providing an indication of the cost of funds within

a liquid financial environment. Added to the basic yield indicated by the cost of funds are the

risk, liquidity and entrepreneurial effort necessary to produce an appropriate discount for a real

estate investment such as the subject properties.
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Investor Indices and Investment Parameters

According to the PwC Real Estate Investor Survey for the Fourth Quarter of 2012, a

lack of new supply continues to benefit the commercial real estate industry during its slow-

moving recovery. But as an increasing number of markets and property types continue to see

occupancy rates rise and space options for tenants decline, a growing number of investors are

contemplating adding new supply.

Most investors and developers planning new developments are either working off of

existing land inventories or reviving projects put on hold during the downturn. Although there

are signs of improvement in this property sector, investors stress that it mostly relates to the

amount of activity rather than improvements in pricing.

For now, some development land investors advise owners to “hang onto their land and

wait for markets to really come back.”.

Discount Rates

A growing interest in new development caused both the average and high and low

ranges of the discount rate to decline for the national development land market over the past

six months.

This quarter, the discount rate ranges from 10.0% to 25.0% and averages 19.17%. At

midyear 2012, investors reported discount rates ranging from 15.0% to 30.0%, averaging

20.42%.

These rates assume that entitlements are in place. Without entitlements, the discount

rate is increased between 300 and 1,500 basis points (the average is 833 basis points).

Best Bets 2013

Findings from the recently released Emerging Trends in Real Estate® 2013, published

by PwC and the Urban Land Institute, are as follows.

Construct new-wave office and build to core in 24-hour markets.

Major tenants willingly pay high rents in return for more efficient design layouts and

lower operating costs in LEED-rated, green projects. These new buildings can lure tenants out
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of last-generation “brown” product. “Better to develop at a seven cap rate than buy an existing

building at a five.”

Develop select industrial facilities in major hub distribution centers near ports and

international airports.

In these markets, “the industrial sector is where the apartment sector was two years

ago,” driven by tremendous demand by large-scale users looking for specialized space and

build-to-suit activity.

Begin to back off apartment development in low-barrier-to-entry markets.

These places tend to overbuild quickly, softening rent growth potential and occupancy

levels probably by 2014 or 2015.

TRENDS COMPARISON

As shown in Chart NDL-1, following:

This year’s Emerging Trends development prospects rating for the U.S. apartment

sector remains very high. The rating’s scale runs from 1 (abysmal) to 9 (excellent). Even

though the apartment’s score stands well above the ratings of the other four property sectors,
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the ratings have improved steadily for industrial, hotel, office, and retail over the past two

years. By comparison, the rating dipped for the apartment sector this year.

The discount rate for the National Development Land market survey indicates a

range of 10.0% to 25.00%, with a mean of 19.17%, which includes entrepreneurial profit.

Conclusions – Survey of Developer Required Rate of Return (IRR):

The range of the previously presented developer’s required rate of return, as

presented in the Estimated Construction Cost section of this report, was at 20% or 25%.

In our residual discounted cash flows we have selected a 20% discount for those projects

having an as-of-right use and a rate of 28% for the projects that required a change in

zoning. These rates considered the level of risk associated with each project. These rates

are supported by the PwC survey ranges.
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RECAPITULATION OF ASSUMPTIONS

The following assumptions regarding income and expense projections were made in

the valuation of the fee simple estate of the subject property.

General

1) The calculations were made on a fiscal year basis, commencing in April 2013 and ending
in March 2014.

2) The calculation of the cash flow, annual income and expenses in the projection period
and adjustment of the sale and expense data across the fiscal years of the analysis was
accomplished by using Excel Software.

3) Computer-generated output of the assumptions and results are contained on the following
pages to this report.

Cash Flow

1) The cash flows were discounted at the stated annual rate, using an end of period factor,
including entrepreneurial incentive.

2) The reversion was calculated based on the net operating income in the year following the
holding period. This amount was capitalized. From that value, a 3.50% cost was
deducted from the estimated amount of the reversion, since to realize this value,
appropriate transaction costs (mortgage refinancing, transfer tax, brokerage costs, legal
fees, etc.) would be incurred.

The following discounted cash flow model indicates the maximally productive use of

the subject property, as improved, is for three separate zoning lots. For the purpose of clarity,

we have included all of the other discounted cash flows in the Addenda.
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LARGER PARCEL DETERMINATION – AS IMPROVED

AS ONE ZONING LOT/RENOVATION OF EXISTING IMPROVEMENTS29

29 Predicated upon the hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional exception as defined

within the body of this report.
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WASHINGTON STREET ROADBED – AS VACANT

AS A SEPARATE ZONING LOT/CONSTRUCT NEW RETAIL BUILDING30

30 Predicated upon the hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional exception as defined

within the body of this report.
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WATER METER TESTING FACILITY – AS IMPROVED

AS A SEPARATE ZONING LOT/RENOVATION OF EXISTING IMPROVEMENTS31

31 Predicated upon the hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional exception as defined

within the body of this report.
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DOT PAINT SHED SITE – AS VACANT

AS A SEPARATE ZONING LOT/CONSTRUCT NEW RETAIL BUILDING32

32 Predicated upon the hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional exception as defined

within the body of this report.
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Conclusion

As indicated in the income capitalization approach section, the value of the

individual properties as available on separate zoning lots, Washington Street Roadbed at

$1,600,000.00, Water Meter Testing Facility at $3,300,000.00 and DOT Paint Shed

Facility at $1,600,000.00, for an overall property value of $6,500,000.00, is greater than

the value of the larger parcel as improved at $6,300,000.00.
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SALES COMPARISON APPROACH
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SALES COMPARISON APPROACH METHODOLOGY

The sales comparison approach involved the comparison of the subject to similar

properties that have sold in the same or in a similar market. The following steps were used to

estimate the fee simple estate of the subject property under the sales comparison approach:

1) Research was conducted of pertinent sales, listings and offerings data available from
similar industrial buildings to the subject Meter Testing site and vacant industrial-zoned
land sales to the subject DOT Paint Shed site and the Washington Street roadbed site.

2) Public and private sources were used to confirm and qualify the sale prices as to the terms,
motivating forces and bona fide nature of each transaction.

3) Comparisons were made as to the important attributes of each comparable sale to the
subject property under the general categories of conditions of sale, time, location, size, and
physical characteristics.

4) All dissimilarities were considered and their probable effect on the price of each
comparable property to derive a market value indication for the subject property.
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DISCUSSION OF METHODOLOGY EMPLOYED

The sales comparison approach to value has been utilized in this appraisal report.

The 13th Edition of The Appraisal of Real Estate states, “In the sales comparison

approach, the appraiser develops an opinion of value by analyzing closed sales, listings or

pending sales of properties that are similar to the subject property.”33 The comparisons

of researched properties may be performed using quantitative or qualitative analysis.

The types of property sales that were researched for comparison with the subject

properties were industrial building sales and industrial-zoned vacant land sales. In order

to quantify adjustments for the selected comparable sales, paired and grouped data

analyses were considered using those sales that were researched for each subject property

type. The analyses were to be undertaken for each subject property type in order to

quantify each particular adjustment to be made to the selected comparable sales. For a

paired or group analysis to be reliable, the sales to be used for each adjustment must be

similar in all manners other than the particular attribute for which the adjustment is being

quantified. This type of analysis is often found useful for residential dwelling sales, for

which a significant number of sales of similar residences found within a similar location

and having occurred around the same time may be uncovered.

Quantitative analysis is often found problematic for non-residential properties.

The researched sales to be used as comparables for each subject property type were

limited in number and significantly different in attributes, rendering the results of such

quantification for any particular attribute as highly questionable. The 13th Edition of The

Appraisal of Real Estate states, “Although paired data analysis is a theoretically sound

method, it may be impractical when only a narrow sampling of sufficiently similar

properties is available. This is particularly true for commercial and industrial properties

and properties that do not sell frequently in the market. A lack of data can make

quantifying the adjustments attributable to all the variables a difficult process. An

33 The Appraisal of Real Estate - Thirteenth Edition, Appraisal Institute, Chicago, IL, 2008, p 297
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adjustment derived from a single pair of sales is not necessarily indicative, just as a single

sale does not necessarily reflect market value.” 34

A limited number of industrial building sales were uncovered, and the researched

properties differ significantly in a number of characteristics. There are vast differences

between the industrial building sales researched in terms of number of stories, loading

facilities, and the condition of the buildings. The researched sales are largely located in

different neighborhoods in terms of surrounding land uses and access to highways and

bridges, they have different ceiling heights and parking/loading facilities provided, they

are significantly different in terms of building size, they are different in terms of

configuration (corner vs. midblock, and regular vs. irregular in shape), and they occurred

at different times over a period of 3½ years. Many of the researched sales were

purchased or may have been purchased for other than an industrial use. An issue such as

environmental contamination stigma may also affect the value of a particular property. It

would therefore be difficult to feel confident that a difference in sale price per square foot

of building area between the analyzed building sales may be isolated to one attribute

through the exclusion of the differences in all of the other attributes.

Considering all factors, the sales used in this analysis have the same or similar

highest and best uses as the subject properties. Any differences between the comparables

and the subject properties have been accounted for in the qualitative adjustment.

One would expect that an analysis of vacant industrially-zoned land sales would

render reliable results using paired or grouped data analysis, since there are no building

characteristics to be considered. This was not the case with the fourteen land sales

researched. The researched sales are largely located in different neighborhoods that

differ in terms of views and access to highways and bridges, they are located in a number

of different zoning districts that have different permitted building densities and parking

requirements, they are significantly different in terms of size, they are different in terms

2 The Appraisal of Real Estate - Thirteenth Edition, Appraisal Institute, Chicago, IL, 2008, p 317
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of configuration (corner vs. midblock, and regular vs. irregular in shape), they occurred at

different times over a period of three years, they may have included a small improvement

that provided additional value to the property or had improvements that were to be

demolished that diminished the value of the property, and finally, several of the sales

were purchased or may have been purchased for other than commercial use. An issue

such as environmental contamination stigma may also affect the value of a particular

property. As stated above for the building sales, it would also be difficult to feel

confident that a difference in sale price per square foot of land area between the analyzed

land sales may be isolated to one attribute through the exclusion of the differences in all

of the other attributes.

Statistical analyses in graph form were performed using the researched sales.

Such an analysis is only applicable to those characteristics with numerical values, such as

time and property size. The reliability of the analysis for each such variable is dependent

on finding sales similar enough in characteristics to have factored out or significantly

reduced the influence from the other characteristics as a cause in the variation between

the sales. The results from this analysis produced credible and reliable results for time

and size adjustments. The results of the graphic analyses of the researched sales are

presented later in this report.

With the acknowledgement that quantitative adjustments of the comparable sales

could not be performed in a reliable manner for all property characteristics due to the

limited number of similar market sales that were uncovered, qualitative adjustments were

performed using a relative comparison analysis. The 13th Edition of The Appraisal of

Real Estate states, “Relative comparison analysis is the study of the relationships

indicated by market data without recourse to quantification. Many appraisers use this

technique because it reflects the imperfect nature of real estate markets. To apply the

technique the appraiser analyzes comparable sales to determine whether the comparable

properties’ characteristics are inferior, superior, or similar to those of the subject
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property.” 35 Statistical analyses were performed for the subject properties, as described

in the following section of the report.

3 The Appraisal of Real Estate - Thirteenth Edition, Appraisal Institute, Chicago, IL, 2008, pp 320-321
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ANALYSIS OF COMPARABLE INDUSTRIAL BUILDING SALES

The subject Water Meter Testing property is comprised of an irregular-shaped

(triangular) parcel of M3-1 zoned land, containing 10,860± square feet (0.25± acres).

The subject site is currently improved with a one-story, plus partial basement, single-

tenant, industrial/office building containing 9,585± square feet of gross building area

(GBA), which was originally constructed circa 1988. The subject building is currently

utilized as a water meter testing facility for the DEP. The building contains a mixture of

industrial warehouse/storage space and secondary office space. The property is a mid-

block parcel situated just west of the Manhattan Bridge. No on-site parking is available

but there is curbside parking available along Plymouth Street. We have concluded in the

highest and best use analysis the maximally productive use of the subject is to renovate

and convert the building to multi-tenant retail use.

In estimating the market value of the subject property, the Brooklyn and the other

New York City outer boroughs (Queens, Bronx and Staten Island) markets were

researched for recent sales of industrial buildings to compare with the subject property.

Our research revealed 16 sales of industrial building properties. All of the sales were

verified as to terms and conditions with a knowledgeable party involved in the transaction,

New York City Department of Buildings and Department of Finance records were

researched, the ACRIS website was search for sales history of each, and a physical inspection

and photographs were taken of the sales. These 16 sales have been used as the data set for

quantitative adjustments for market conditions and size. A summary chart of all of the sales

is presented in the quantitative adjustments section that follows.

Through our analysis of these sales, we determined that four of these sales are most

comparable to the subject and require the least number of adjustments for comparison with

the subject. The following table presents a summary of the selected industrial building

sales, which were analyzed on the basis of their sale price per square foot of gross

building area (GBA), which is the market accepted unit of comparison.
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SUMMARY OF COMPARABLE INDUSTRIAL BUILDING SALES

Sale Date GBA Sale Price/

No. Location of Sale Sq. Ft. (±) Sale Price Sq. Ft.

1 15-19 Wythe Avenue 4/25/2012 5,000 $1,500,000 $300.00

Williamsburg

2 268 Heyward Street 3/23/2012 8,800 $1,500,000 $170.45

Williamsburg

3 75 Scott Avenue 10/11/2012 14,300 $3,350,000 $234.27

East Williamsburg

4 150-154 11th Street 2/17/2011 6,000 $1,300,000 $216.67

Gowanus

The following is a discussion of each of the selected sales used in comparison

with the subject property Water Meter Testing Facility.

Comparable Sale #1

This comparable is situated in the Williamsburg section of Brooklyn on the border

of Greenpoint, which is north of the subject. The property is a rectangular corner parcel

built full to the lot with a 5,000± square foot industrial building constructed circa 1931.

At the time of sale, two industrial tenants were in place with remaining terms of

approximately two years. Upon expiration of the leases, the purchaser plans to convert

the building to retail/restaurant use. No on-site parking is provided. The property

transferred in April 2012 for a sale price of $300.00 per square foot of building area

overall.

Location

The property is situated in an industrial area in the Williamsburg section of

Brooklyn. Surrounding improvements to the site include predominately industrial uses,

inferior to the subject. The site is an upland parcel situated east of the East River and

proximate to the Bushwick Inlet and is highly inferior. The site does have distant views

of the East River and Bushwick Inlet, but does not have exposure from the bridges
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(Brooklyn and Manhattan) or the Brooklyn Bridge Park, which are highly inferior

attributes as compared to the subject. The site is proximate to Bushwick Inlet Park, but

this park is not on the scale of the Brooklyn Bridge Park. The comparable does have

superior linkage as compared to the subject as it is proximate not only to the Brooklyn-

Queens Expressway (I-278) but also the Long Island Expressway (I-495) and the

Williamsburg Bridge. Furthermore, the site is proximate to more mass transit stations

and stops than the subject and is superior. The comparable is situated within a Flood

Zone B and is superior to the subject as there is less risk of the economic impact of

potential flooding.

Size

The comparable property building improvements are smaller than the subject.

Please refer to the size adjustment discussion that follows.

Property Characteristics

The comparable property is a rectangular corner parcel with frontage on two New

York City streets (both are one-way streets). The comparable building improvements

were constructed circa 1931 and have an average quality of construction and condition.

The comparable property is not located in a Waterfront Area. The property is mapped in

an M1-2 zoning district with an FAR of 2.00.

The comparable property is superior to the subject in terms of site and building

configurations, frontage, exposure and access because the subject is a mid-block lot with

limited exposure, frontage and access from Plymouth Street. The comparable is highly

inferior to the subject in building age, quality of construction and level of finish. The

subject property as improved has an actual FAR of 0.88 and the comparable has an actual

FAR of 1.00. Both would appear to have unused FAR available for expansion; however,

neither the comparable nor the subject has land area available for on-site parking/loading.

An expansion would result in non-compliance in terms of parking which is not

permissible. The comparable is inferior to the subject because it does not have the
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Waterfront Area enhancements. The reuse of the comparable property is similar to the

proposed highest and best use for the subject.

Comparable Sale #2

This comparable is situated in the Williamsburg section of Brooklyn, north of the

subject. This mid-block square parcel of land has 100 feet of frontage on Heyward

Street. This upland property in situated within a Flood Zone B (potential flooding

category 2+ hurricane). The site is improved with a one story, single-user industrial

building and has three loading areas with docks and contains 8,800± square feet of

building. The improvements were constructed circa 1959 and are in average overall

condition. The property sold in March 2012 for $170.45 per square foot overall.

Location

The comparable is located just southwest of Broadway, a major commercial

roadway in Williamsburg that has the elevated tracks for the MTA subway. Surrounding

uses include midrise multifamily housing, commercial retail and office and industrial

uses. This property has good linkage to the Brooklyn-Queens Expressway (I-278) and

the Williamsburg Bridge. Numerous mass transit options are available at the location. It

is superior to the subject in terms of access to mass transit and roadways.

This comparable’s Williamsburg general location is inferior to the subject’s

DUMBO neighborhood. The comparable is highly inferior to the subject because it lacks

proximity to the waterfront, a public park, water views (and Manhattan skyline) and

bridge views. The comparable is superior to the subject due to its Flood Zone B versus

the subject A zone.

Size

The comparable property building improvements are smaller in size to the subject.

Please refer to the size adjustment discussion that follows.
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Property Characteristics

The comparable property is a square mid-block lot and has adequate frontage and

exposure from Heyward Street similar to the subject. The building improvements were

constructed circa 1959 and are in average condition. The comparable is mapped C8-2

zoning district with an FAR of 2.00 and has land available for loading facilities.

The comparable sale’s square lot is highly superior to the subject triangular-

shaped lot by providing full utility of the building on the site. Furthermore, the

comparable has superior access as compared to the subject. The subject property and the

comparable both have on site loading, however, the subject does not have the land area

available for vehicular access to the loading area and the comparable has highly superior

loading. The comparable improvements have an inferior condition and building age as

compared to the subject. The subject property as improved has an actual FAR of 0.88

and the comparable has an actual FAR of 0.44. Both would appear to have unused FAR

available for expansion; however, neither may be expended because an expansion would

result in non-compliance in terms of parking which is not permissible. The comparable is

inferior to the subject because it does not have the Waterfront Area enhancements. The

use of the comparable property is similar to the subject and the property has the potential

for a commercial reuse similar to the subject due to its “M” zoning.

Comparable Sale #3

This property is comprised of a rectangular corner parcel improved with a

14,300± square foot, one-story, single-user industrial building. The property has rear

loading docks and limited on-site parking. The improvements were constructed circa

1931 and are in average condition. The property transferred in October 2011 for a sale

price of $234.27 per square foot of building area overall.
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Location

The property is situated in the East Williamsburg section of Brooklyn, which is

inferior to the subject’s DUMBO location. Surrounding improvement to the site include

predominately industrial uses and a mix of commercial and some residential midrise

apartments. These surrounding uses are inferior to the subject’s. The site is an upland

parcel that is located southeast of the English Kills and the property is in a Flood Zone B

(superior to the subject due to less risk of an economic impact). The comparable does not

have river or bridge views and is not adjacent to a park. The comparable is highly

inferior to the subject in terms of views, adjacent park, and waterfront. The comparable

has inferior linkage as compared to the subject because it is not easily accessible to an

interstate or major roadway, but its proximity to mass transit is similar to the subject.

Size

The comparable property building improvements are larger than the subject.

Please refer to the size adjustment discussion that follows.

Property Characteristics

The comparable property is a rectangular corner parcel with frontage on two New

York City streets, resulting in good access and exposure. The comparable building

improvements were constructed circa 1931 and are in average condition. The

comparable property is not located in a Waterfront Area. The property is mapped in an

M3-1 zoning district with an FAR of 2.00.

The comparable property is highly superior to the subject in terms of site and

building configurations, frontage, exposure and access. The comparable is inferior to the

subject in building age, condition, quality of construction and level of finish. The subject

property and the comparable both have on site loading, however, the subject does not

have the land area available for vehicular access to the loading area. The comparable has

limited on-site parking but has overhead drive-in doors and two loading docks and is

highly superior to the subject in terms of loading facilities. The subject property as
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improved has an actual FAR of 0.88 and the comparable has an actual FAR of 0.61. Both

would appear to have unused FAR available for expansion; however, neither may be

expanded because an expansion would result in non-compliance in terms of parking

which is not permissible. The comparable is inferior to the subject because it does not

have the Waterfront Area enhancements. The use of the comparable property is similar

to the subject and the property has the potential for a commercial reuse similar to the

subject due to its “M” zoning.

Comparable Sale #4

This comparable is situated in the Gowanus section of Brooklyn, south of the

subject. This rectangular parcel is improved with a 6,000± square foot one-story

industrial building constructed circa 1981. The property is located proximate to the

Gowanus Bay and is in a Flood Zone B. The property sold in February 2011 for a sale

price of $216.67 per square foot overall to an owner-user. Subsequent to sale the

purchaser renovated the office areas, installed a new HVAC system, and renovated the

storefront including a roll down gate.

Location

The comparable is located in a section of Gowanus that has a mix of industrial,

retail, retail big box and residential. The Ennis playground is on the same block as the

comparable, but this recreation area is on a small scale. The property does not have any

water, bridge, or Manhattan skyline views. The property has good linkage and is

proximate to the 9th Street Bridge (mass transit), Gowanus Expressway, and the Brooklyn

Battery Tunnel and is proximate to multiple mass transit options.

This comparable’s Gowanus location is highly inferior to the subject’s DUMBO

neighborhood and it has highly inferior views. The comparable is situated in a less

severe Flood Zone than the subject and is superior. The comparable is inferior to the

subject as it does not have the enhancement from a Waterfront Area and is highly inferior
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because it is not in a waterfront location. The comparable is highly superior to the

subject in terms of public mass transit linkage and vehicular roadways.

Size

The comparable property building improvements are smaller than the subject.

Please refer to the size adjustment discussion that follows.

Property Characteristics

The comparable property parcel is rectangular and has similar access, frontage

and exposure to the subject. The building improvements were constructed circa 1981 and

have modern construction materials and are in average condition inferior to the subject.

The comparable site and building configuration are superior to the subject.

The comparable is mapped in an M2-1 zoning district with an FAR of 2.00. The

subject property as improved has an actual FAR of 0.88 and the comparable has an actual

FAR of 1.00. Both would appear to have unused FAR available for expansion; however,

neither the comparable nor the subject has on-site parking. An expansion would result in

non-compliance in terms of parking which is not permissible. The comparable is inferior

to the subject because it does not have any loading facilities. The use of the comparable

property is similar to the subject and the property has the potential for a commercial reuse

similar to the subject due to its “M” zoning.

COMPARABLE SALES ADJUSTMENT ANALYSIS

The relative comparisons for the various adjustments applied to the comparable

small, one-story industrial building sales are charted in the table on the following page. As

indicated previously, a statistical analysis in graph form was performed using the four

comparable sales along with twelve additional researched sales that were deemed less

suitable as comparable sales for various reasons. Such a statistical analysis is only

applicable to those characteristics with numerical values, such as time and property size.

The results of the graphic analysis of the sixteen researched sales are presented on the

pages following the adjustment grid. The graphs generally indicate that more recent sales
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have been conveyed at similar prices per square foot of building area as less recent sales,

and that smaller buildings have been conveyed at higher prices per square foot of

building area than larger buildings.

In order to estimate a value for the subject property using these sales, we considered

elements that affect the sale price of each property. In our analysis, we made price

(quantitative) adjustments then qualitative adjustments for differences indicated by the

comparables through this process.

A graphic analysis is a quantitative technique and was used to identify and measure

adjustments to the sale prices of the comparable properties. The data set includes the 4

selected comparable sales plus 12 that were deemed less suitable as comparable sales for

various reasons. A statistical analysis in graph form was performed using the 4

comparable sales along with 12 additional researched sales. Such a statistical analysis is

only applicable to those characteristics with numerical values, such as time and property

size. These 16 sales were used for a regression analysis and indicate adjustments for market

conditions (time) and size.

None of the comparable sales required a property rights adjustment. Additionally a

financing adjustment was not warranted as all sales sold with market rate and terms

financing.

Market Conditions (Time/Negotiability)

The unadjusted sale prices of the 16 sales within this data set ranged from $126.04 to

$305.63 per square foot of building area. The building sales occurred between May 2009 and

January 2013, plus two current available listings (April 2013).

The following is a summary of the data set sales that our research revealed:
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Summary of Industrial Building Sales Data Set

Data
Set

Sale Property Address
Block/

Lot Sale Date
Land Area

Sq. Ft.±

Building
Area

Sq. Ft.± Zoning
Actual
FAR

Permitted
FAR

Unused
Dev.

Rights* Sale Price Sq. Ft. Comments

1 157-159 42nd Street
Sunset Park

716/52 5/13/09 3,989 5,159 M3-1 1.29 1.00 -1,170 $1,300,000 $251.99 One-story industrial building w/ mezzanine, constructed
1999, has a ceiling height of 32'. Property has 25-year
ICIP beginning 2001.

2 5-33 50th Avenue
Long Island City

32/13 12/28/09 2,500 5,000 M1-4/R6 2.00 2.00 0 $1,168,500 $233.70 Two-story industrial bldg. purchased for owner occupancy,
built 1956, 18’ ceiling height. Bldg. renovated after sale.

3 173 Dikeman Street
Red Hood

585/16 8/18/10 3,500 4,400 M1-1 1.26 1.00 -900 $1,145,000 $260.23 One-story bldg w/ mezzanine constructed circa 1987 with a
23’ ceiling height..

4 150-154 11th Street
Gowanus

1020/31,33 2/17/11 6,000 6,000 M2-1 1.00 2.00 6,000 $1,300,000 $216.67 Constructed in 1931. Office upgraded in 2011--No current
permits at DOB

5 33-37 Franklin Avenue
Bedford Stuyvesant

1885/20 & 23 5/10/11 6,625 9,600 M1-2 1.45 2.00 3,650 $1,210,000 $126.04 One-story & mezzanine constructed in 1989. No current
permits at DOB --has cellar

6 75 Scott Avenue
East Williamsburg

2989/22 10/11/11 23,300 14,300 M3-1 0.61 2.00 32,300 $3,350,000 $234.27 Constructed 1931 with 14’-16’ ceiling heights. No current
permits at DOB

7 254 Park Avenue
Clinton Hill/Navy Yard

1889/44 3/1/12 3,000 3,000 R6B 1.00 1.00 0 $ 600,000 $200.00 Constructed in 1965 with a 13’ ceiling heights. Triangular
lot. Adjacent to elevated BQE. No current permits at
DOB.

8 268 Heyward Street
Williamsburg

2234/19 3/23/12 10,000 8,800 C8-2 0.88 2.00 11,200 $1,500,000 $170.45 Constructed in 1959. No current permits at DOB

9 15-19 Wythe Avenue
Williamsburg

2639/5 4/26/12 5,000 5,000 M1-2 1.00 2.00 5,000 $1,500,000 $300.00 Constructed in 1931, broker assumes convert to retail--no
current permits at DOB

10 176 Flushing Avenue
Clinton Hill/Navy Yard

1873/30 10/10/12 15,295 13,500 M1-2 0.88 2.00 17,090 $3,425,000 $253.70 Constructed in 1949, installing new A/C units, sprinklers

11 324 Stagg Street
East Williamsburg

3038/17 10/16/12 1,888 1,865 M1-1 0.99 1.00 23 $ 570,000 $305.63 One-story bldg. constructed in 1989 with 25’ ceiling
height. No current permits at DOB

12 340 Flushing Avenue
Bedford Stuyvesant

1881/33 11/2/12 3,450 6,096 M1-2 1.77 2.00 804 $ 990,000 $162.40 Two, 2-story bldgs. Constructed in 1930 with 12’ ceiling
height. No current permits at DOB

13 165 Classon Avenue
Bedford Stuyvesant

1896/18 & 20 12/5/12 7,020 6,950 M1-1 0.99 1.00 70 $1,675,000 $241.01 Built in 2004 with 12’ ceiling height. Lot 20 is vacant and
used for parking.

14 829 Kent Avenue
Bedford Stuyvesant

1898/20 1/15/13 10,200 10,000 M1-1 0.98 1.00 200 $2,137,768 $213.78 Part 2-sty bldg. constructed in 1998 with 25’ ceiling height.

15 479 Baltic Avenue
Gowanus

399/49 Available 5,000 5,000 M1-2 1.00 2.00 5,000 $1,375,000 $275.00 One- and part-two story building constructed in 1931 with
18’ ceiling height.

16 88-90 Walorth Street
Bedford Stuyvesant

1735/14 Available 5,000 5,000 M1-1 1.00 1.00 0 $1,200,000 $240.00 Called owner--still active--Days on Market is 344
13-foot ceiling height

Development Rights - Development rights generally refer to the maximum amount of floor area permissible on a zoning lot. When the actual built floor area is less than the maximum permitted floor area, the difference is referred to as “unused

development rights.” Unused development rights are often described as air rights. (Source: New York City Department of City Planning Zoning Text)
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The following is a summary of the date of sale and price per square foot of gross

building area:

Data
Set
Sale

Date of
Sale

Price/
Sq. Ft.

1 5/13/09 $251.99

2 12/28/09 $233.70

3 8/18/10 $260.23

4 2/17/11 $216.67

5 5/10/11 $126.04

6 10/11/11 $234.27

7 3/1/12 $200.00

8 3/23/12 $170.45

9 4/26/12 $300.00

10 10/10/12 $253.70

11 10/16/12 $305.63

12 11/2/12 $162.40

13 12/5/12 $241.01

14 1/15/13 $213.78

15 4/1/13 $275.00

16 4/1/13 $240.00

Plotting these sales on a graph, results in the following regression analysis for time.
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Industrial Building Sales Data Set – Sale Price Per Square Foot of GBA in Relation To Time
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Time Adjustment Conclusions:

The building sales occurred between May 2009 and January 2013, plus two current

offerings, or over a span of 46 months. The graph trend line starts at $215.00± per square foot

and goes to $233.00± per square foot, which is equal to 8.37% increase over the 46 months

and is equal to a time adjustment of 0.18% per month. The graphs generally indicate that

more recent sales have been conveyed at higher prices per square foot of building area

than less recent sales.

The following table includes a summary of statistical market data published by

Massey Knakal Realty Services, in the Brooklyn Property Sales Quarterly Reports.

Summary of Brooklyn Property Sales Quarterly Reports*

* Reports were not available for each quarter. The above chart indicates information for all quarterly published reports.

The information provided in these reports includes data for the overall Brooklyn market and is not broken down into

specific neighborhoods. Therefore, specific information on the DUMBO market is not available.

As indicated in the above table, all property types show a positive overall monthly

change over the period between the end of year 2009 and the fourth quarter 2012.

Industrial sales, although previously used for industrial purposes, can be converted for

retail and office purposes without rezoning. The industrial, retail and office statistics indicated

monthly percentage change was 0.52%, 0.37% and 0.62% respectively. However, the above

data includes properties located throughout all of Brooklyn. Interviews with local brokers and

current market research of the quickly rising Brooklyn market, confirm that prices in the
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rapidly growing neighborhoods of DUMBO and its adjacent neighborhoods have been

increasing at a greater rate than most other neighborhoods of Brooklyn.

Therefore, the indicated 0.18% per month extracted from the previously presented

data set is well supported by the Massey Knakal statistical data for the overall Brooklyn

market.

The adjusted price per square foot for each of the 16 industrial building sales is as

follows:

Time Adjusted Data Set Sales

Data
Set
Sale

Date of
Sale # Mos.*

Unadjusted
Price/
Sq. Ft.

%
Time
Adj.

Adjusted
Price/
Sq. Ft.

1 5/13/09 46 $251.99 8.28% $272.85

2 12/28/09 39 $233.70 7.02% $250.11

3 8/18/10 31 $260.23 5.58% $274.75

4 2/17/11 25 $216.67 4.50% $226.42

5 5/10/11 22 $126.04 3.96% $131.03

6 10/11/11 17 $234.27 3.06% $241.44

7 3/1/12 12 $200.00 2.16% $204.32

8 3/23/12 12 $170.45 2.16% $174.13

9 4/26/12 11 $300.00 1.98% $305.94

10 10/10/12 5 $253.70 0.90% $255.98

11 10/16/12 5 $305.63 0.90% $308.38

12 11/2/12 4 $162.40 0.72% $163.57

13 12/5/12 3 $241.01 0.54% $242.31

14 1/15/13 2 $213.78 0.36% $214.55

15 4/1/13 0 $275.00 0.00% $275.00

16 4/1/13 0 $240.00 0.00% $240.00

 * From Date of Sale to Effective Date of Appraisal

Size Adjustments

The time adjusted industrial sales data set is as follows:
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Time Adjusted Data Set

Data
Set
Sale

Time Adj.
Price/
Sq. Ft.

GBA
(Sq. Ft.±)

1 $272.85 5,159

2 $250.11 5,000

3 $274.75 4,400

4 $226.42 6,000

5 $131.03 9,600

6 $241.44 14,300

7 $204.32 3,000

8 $174.13 8,800

9 $305.94 5,000

10 $255.98 13,500

11 $308.38 1,865

12 $163.57 6,096

13 $242.31 6,950

14 $214.55 10,000

15 $275.00 5,000

16 $240.00 5,000

The graph on the following page represents the regression analysis of the 16 data set

sales on a price per square foot basis in relation to gross building area.
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Building Sales Data Set – Sale Price Per Square Foot of GBA in Relation To Building Area

It is noted that data set sales #6 (14,300± sq. ft.) and #10 (13,500± sq. ft.) are outliers in this graphical analysis.
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Size Adjustment Conclusions:

The graph trend line starts at $308.00± per square foot and goes down to $131.00± per

square foot, which is equal to a 57.47% decrease in price. The graph shows building sizes

ranging from 6,700± square feet to 10,700± square feet, and the difference between these

points is 4,000± square feet. Therefore, for every 1,000 square foot increase in size, the sale

price declines -14.36%. This graph supports the economies of scale theory that typically

smaller buildings sell for more on a per-square-foot basis than their larger counterparts. This

assumes a quantity discount and a diminished number of users that require larger spaces.

Based on the results of the regression analysis of the data set sales, the following are

the indicated quantitative adjustments for the 4 selected sales to compare to the subject

property.

ADJUSTMENTS TO THE COMPARABLE INDUSTRIAL BUILDING SALES

Subject Comp #1 Comp #2 Comp #3 Comp #4

Address

Water

Meter

15-19 Wythe Ave.

Williamsburg

268 Hayward St.

Williamsburg

75 Scott Ave.

E. Williamsburg

150-154 11th St.

Gowanus

Sale Price/Bldg Sq. Ft. $300.00 $170.45 $234.27 $216.67

Sale Date 3/22/2013 4/25/2012 3/23/2012 10/11/2012 2/17/2011

Mos. Difference 11 12 17 25

% Adj. (0.18%/mo.) 1.98% 2.16% 3.06% 4.50%

Time Adj. Sale Price/Sq. Ft. $305.94 $174.13 $241.44 $226.42

GBA (Sq. Ft.±) 9,585 5,000 8,800 14,300 6,000

Size Adj. (-14.36%) -66.0% -11.0% 0%* -51.0%

Size Adj. Sale Price/Sq. Ft. $104.02 $154.98 $241.44 $110.95

Comparable Sale #3 above is the same as sale #6 in the industrial building sales data set. This comparable is out of the range of normalcy and a

size adjustment is not applicable. If the size adjustment were used, a +68% increase would be warranted and the value would rise to $405.62

per square foot. This adjustment is not reasonable for this comparable and has not been applied.

The qualitative comparisons for the various property characteristics discussed under

each comparable sale have been applied to the comparable industrial building sales and are

charted in the table on the following page.
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ADJUSTMENTS TO THE COMPARABLE INDUSTRIAL BUILDING SALES

Comp #1 Comp #2 Comp #3 Comp #4

Sale Price/Bldg Sq. Ft. $104.02 $154.98 $241.44 $110.95

Characteristic

General Location Inferior (-) Inferior (-) Inferior (-)
Highly

Inferior (--)

Proximity to Waterfront
Highly

Inferior (--)
Highly

Inferior (--)
Highly

Inferior (--)
Highly

Inferior (--)

Water Views
Highly

Inferior (--)
Highly

Inferior (--)
Highly

Inferior (--)
Highly

Inferior (--)
Potential Flooding/
Economic Impact Superior (+) Superior (+) Superior (+) Superior (+)
Waterfront Area Enhancements Inferior (-) Inferior (-) Inferior (-) Inferior (-)

Access to Mass Transit Superior (+) Superior (+) Similar
Highly

Superior (++)

Access to Roadways Superior (+) Superior (+) Inferior (-)
Highly

Superior (++)

Street Frontage Superior (+) Similar
Highly

Superior (+++) Similar

Access Superior (+) Superior (+)
Highly

Superior (++) Similar

Parking/Loading Similar
Highly

Superior (++)
Highly

Superior (+++) Inferior (-)

Building Configuration Superior (+)
Highly

Superior (++)
Highly

Superior (++) Superior (+)

Building Condition
Highly

Inferior (----) Inferior (-) Inferior (-) Inferior (-)
Expansion Potential Similar Similar Similar Similar
Current Use/Reuse Similar Similar Similar Similar

Total Relative Comparisons

Total Similar 3 3 3 4

Total Superior 6 8 11 6

Total Inferior 10 7 8 9

Overall Comparability Inferior

(----)

Superior

(+)

Superior

(+++)

Inferior

(---)

The value of the subject property is bracketed in the ranking of the comparable

sales in descending order according to desirability.

Comparable Price/Sq. Ft. Overall Comparability
3 $241.44 +++
2 $154.98 +

Subject
4 $110.95 ---
1 $104.02 ----
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SALES COMPARISON APPROACH VALUE CONCLUSION

In terms of ranking, the most important of the characteristics are the

neighborhood location, proximity to the waterfront and the park, water views, the

potential for flooding and the potential risk of an economic impact.

None of the comparable sales are situated in a neighborhood that is comparable to

the subject in terms of surrounding land uses and each is inferior or highly inferior to the

subject. The subject property has the benefits of the views of and proximity to the East

River, views of the Manhattan skyline and proximity to the Brooklyn Bridge Park. All of

the comparable sales are highly inferior to the subject in terms of waterfront and water

views. All of the comparable sales are superior to the subject as they have less risk of

potential flooding and its potential economic impact. Ranking by overall market appeal

and the ability to attract a wide pool of users, comparable sale # 3 is considered the most

desirable, followed by comparable sale #2. Comparable sale #3 is highly superior to the

subject and sale #2 is superior. Comparable sales #4 and #1 are highly inferior to the

subject. It is our opinion that the subject has an overall comparability most similar to sale

#2. The consideration of all of these factors indicates a value of $150.00 per square foot

of building area overall.

Based on the above analysis, the market value of the subject property is estimated at

$150.00 per square foot of gross building area, which produced the following estimate of

value under the sales comparison approach:
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VALUE CONCLUSION − SALES COMPARISON APPROACH

WATER METER TESTING FACILITY

Gross Building Area (Sq. Ft. ±) 9,585

Estimated Market Value/Sq. Ft. of GBA x $ 150.00

Indicated Value of Subject Water Meter Testing Facility $1,437,750.00

(Rounded) $1,400,000.00
36

The sales comparison approach considers the market value of the subject property in

its current use as an industrial building. As indicated in the highest and best use analysis of the

subject property, conversion to a retail use is the maximum productive use of the subject

property as improved.

36 Predicated upon the hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional exception as

defined within the body of this report.
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COMPARABLE INDUSTRIAL BUILDING SALES LOCATION MAP

1 15-19 Wythe Avenue, Williamsburg

2 268 Heyward Street, Williamsburg

3 75 Scott Avenue, East Williamsburg

4 150-154 11th Street, Gowanus
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LIST OF COMPARABLE INDUSTRIAL BUILDING SALES

Building Sale #1
Block 2639, Lot 5

15-19 Wythe Avenue
Williamsburg, Brooklyn

Grantor/Grantee Fred Sorkin, Trustee of Fred Sorkin Revocable Trust & Ano/Zep Group LLC

Date of Sale (Recorded) 04/25/12 (05/09/12)

CRFN# 2012000185246

Description A corner parcel improved with a one-story industrial building constructed full
to the lot. The improvements were constructed circa 1931 and were in
average condition. At the time of sale there were two leases in place for a
remaining term of approximately two years. Upon expiration of the leases,
the purchaser proposes to convert the building to retail/restaurant use. The
property is located in a Flood Zone B.

Zoning M1-2 (FAR 2.0)

Land Area 5,000± sq. ft.

Gross Building Area 5,000± sq. ft.

Indicated Sale Price $1,500,00.00

Sale Price/Sq. Ft. $300.00

Verification Mark Lively, Massey Knakal
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Industrial Building Sale #2
Block 2234, Lot 19

268 Heyward Street
Williamsburg, Brooklyn, New York

Grantor/Grantee Heyward Street Corporation/274 Heyward Street LLC

Date of Sale (Recorded) 3/23/2012(5/2/2012)

CRFN 2012000174714

Description Rectangular lot improved with a one-story, single-user industrial building
located on the southerly side of Heyward Street. The improvements were
constructed circa 1959, contain 3 exterior loading docks and are in average
overall condition. According to the New York City Department of Buildings,
no recent building permits have been filed for this property. The property is
located in a Flood Zone B.

Zoning (Maximum FAR) C8-2 (2.0)

Land Area 10,000± sq. ft. (0.23± acres)

Building Area 8,800± sq. ft.

Land-to-Building Ratio 1.14:1.00

Indicated Sale Price $1,500,000.00

Sale Price/Sq. Ft. $170.45

Verification Robert Howard, Esq.
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Industrial Building Sale #3
Block 2989, Lot 22

75 Scott Avenue
East Williamsburg, Brooklyn, New York

Grantor/Grantee Leona Levine/Geeyi Realty LLC

Date of Sale (Recorded) 10/11/2011 (11/4/2011)

CRFN 2011000389404

Description Rectangular lot improved with a one-story single-user industrial building
located on the southwest corner of Scott Avenue and Randolph Street. The
improvements were constructed circa 1931, contain 2 drive-in doors and 2
loading docks and are in average overall condition. According to the New
York City Department of Buildings, no recent building permits have been
filed for this property. Property is located in a Flood Zone B.

Zoning (Maximum FAR) M3-1 (2.0)

Land Area 23,300± sq. ft. (0.53± acres)

Building Area 14,300± sq. ft.

Land-to-Building Ratio 1.63:1.00

Indicated Sale Price $3,350,000.00

Sale Price/Sq. Ft. $234.27

Verification Michael Piskun (Greiner Maltz Company)
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Industrial Building Sale #4
Block 1020, Lot 31 & 33

150-154 11th Street
Gowanus, Brooklyn, New York

Grantor/Grantee P&G Realty Company/152-11, LLC (c/o Herschel Weiss)

Date of Sale (Recorded) 2/17/2011 (2/23/2011)

CRFN 2011000066123

Description Rectangular lot improved with a one-story single-user industrial building
located on the south side of 11th Street between 2nd and 3rd Avenues. The
improvements were constructed circa 1981 and are in average overall
condition. According to the New York City Department of Buildings, the
office area was upgraded during 2011. No recent building permits have been
filed for this property. Property is located in a Flood Zone B.

Zoning (Maximum FAR) M2-1 (2.0)

Land Area 6,000± sq. ft. (0.14± acres)

Building Area 6,000± sq. ft.

Land-to-Building Ratio 1.00:1.00

Indicated Sale Price $1,300,000.00

Sale Price/Sq. Ft. $216.67

Verification Herschel Weiss - Grantee
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ANALYSIS OF COMPARABLE INDUSTRIAL LAND SALES

The subject DOT Paint Shed site is comprised of a highly irregular-shaped mid

block parcel of land with 110.43± feet of frontage on Plymouth Street. This site is zoned

M3-1 and contains 15,587± square feet of land area. The site is under the Manhattan

Bridge. The subject’s configuration and location under the bridge present major design

challenges for the site in terms of height (bridge height is 115± at the subject’s location),

view of bridge structure and footings and noise pollution. The site is situated in a Flood

Zone A.

In estimating the market value of the subject property the Brooklyn and the other

New York City outer boroughs (Queens, Bronx and Staten Island) markets were

researched for recent sales of industrial land to compare with the subject. Our research

revealed 14 sales of land parcels. All of the sales were verified as to terms and conditions

with a knowledgeable party involved in the transaction, New York City Department of

Buildings and Department of Finance records were researched, the ACRIS website was

search for sales history of each, and a physical inspection and photographs were taken of the

sales. These 14 sales have been used as the data set for quantitative adjustments for market

conditions and size. A summary chart of the land sales in the data set is presented in the

quantitative adjustments section that follows.

Through our analysis of these sales, we determined that four of these sales are most

comparable to the subject and required the least number of adjustments. The following table

presents a summary of the selected land sales, which were analyzed on the basis of their

sale price per square foot of land, which is the market accepted unit of comparison.



13-190

GOODMAN-MARKS ASSOCIATES, INC. 285

SUMMARY OF COMPARABLE INDUSTRIAL LAND SALES

Sale Sale Land Area Sale Price/

No. Location Date (Sq. Ft. ±) Zoning Sale Price Sq. Ft.

1 528 Park Avenue

Williamsburg, Brooklyn

6/5/2012 16,450 M1-1

(FAR 1.0)

$ 2,303,000 $140.00

2 37-41 15th Street

Gowanus, Brooklyn

11/2/2011 8,055 M2-1

(FAR 2.0)

$ 894,999 $111.11

3 8843-8845 76th Avenue

Glendale, Queens

4/28/2011 18,340 M1-2

(FAR 2.0)

$ 1,600,000 $ 87.24

4 1219-1231 Surf Avenue

Coney Island, Brooklyn

7/22/2010 10,664 C7

(FAR 2.6)

$ 1,344,000 $126.03

In our research and analysis of land sales to compare with the subject property,

we have considered that commercial development has been determined to be the subject

property’s future highest and best use. It would seem logical for a comparison with

commercial zoned land sales. Due to the uncertainty and expense associated with a

change in zoning, we have determined that the current highest and best use of the subject

property is to remain an M3-1 zoned parcel. Commercial zoning districts by and large

have a much wider permitted use and density than the subject’s M3-1 district regulations,

and it has been deemed inappropriate and misleading to compare commercial zoned

parcels with a higher permitted density and a wider range of uses to the subject. We

have, however, included one commercial zoned land sale (Sale #4) that has a proposed

development similar to the subject’s highest and best use.

Comparable Sale #1

This comparable is a 16,450± square foot, block front parcel of M1-1 zoned land

situated in the Williamsburg section of Brooklyn, southeast of the subject. The property

sold in June 2012 for a sale price of $140.00 per square foot of land. This site is used for

storage and there have been no plans filed for any future development, excepting site

improvements.
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Location

The property is situated in the Williamsburg section of Brooklyn, on the border of

Bedford-Stuyvesant, which is inferior to the subject’s DUMBO location. Surrounding

improvement to the site include industrial, commercial and residential, similar to the

subject. The site is an upland parcel and is inferior to the subject in terms of proximity to

the waterfront. This comparable does not have views of the East River or exposure from

the bridges (Brooklyn and Manhattan) or the Brooklyn Bridge Park, which is an inferior

attribute as compared to the subject. The comparable is proximate to the Brooklyn-

Queens Expressway (I-278) and is similar to the subject in terms of highway access, but

its linkage is superior to the subject because it has proximity to numerous mass transit

stations and stops.

Size

The size of the site is larger than the subject. Please refer to the size adjustment

discussion that follows.

Property Characteristics – Utility

The comparable is rectangular in shape and has continuous frontage on three New

York City streets encompassing a city block front and is highly superior to the subject in

access to the site. The subject is a highly irregular-shaped mid block site that has

frontage on Plymouth Street. The comparable is highly superior to the subject in

configuration and frontage. The subject is located under the Manhattan Bridge which

hinders the development potential of the site. The comparable is highly superior to the

subject because it is not affected by the design challenges caused by the bridge including

design, views and noise pollution. The comparable is situated within a Flood Zone C

(potential for flooding in category 3-4 hurricane just south of New York City) and is

highly superior to the subject property in terms of potential for flooding and its economic

impact and development challenges.
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Zoning/Access Restriction

The comparable sale is mapped in an M1-1 zoning district which has an FAR of

1.0 versus the subject’s 2.0. The subject may achieve a greater density than this

comparable, and it is inferior to the subject. The permitted uses under the M1-1 and the

subject’s M1-3 zoning are sufficiently similar to not warrant an adjustment. The

comparable has a current industrial use versus the subject’s potential commercial use and

is highly inferior to the subject. The comparable is not situated in the Waterfront Area,

which afford enhanced uses and regulations under New York City zoning and is inferior

to the subject. The subject property is located under the Manhattan Bridge and is

restricted by the right-of-access to the bridge that is to be retained by the New York City

Department of Transportation, which may affect site development in terms of placement

of the improvements on the site. The comparable is not restricted by a right of access and

is superior to the subject.

Comparable Sale #2

This comparable contains 8,055± square feet of land situated on a mid-block lot

on 15th Street in the Brooklyn neighborhood of Gowanus. The parcel is slightly irregular

in shape and is mapped in an M2-1 zoning. At the time of sale, the parcel was used for

outdoor storage. Subsequent to sale, the tax lots were merged to create one zoning lot

and the site was then improved with a one story industrial building. The comparable sold

in November 2011 for a sale price of $111.11 per square foot of land area.

Location

The property is situated south of the subject in the Gowanus section of Brooklyn

which is inferior to the subject’s DUMBO location. Surrounding improvements to the

site include industrial and mixed use commercial/residential and this location is inferior

to the subject in terms of surrounding land uses. The comparable is situated proximate to

the elevated roadbed of the Gowanus Expressway (I-278). The site is an upland parcel

and is not proximate to the waterfront nor does it have views of the East River or
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exposure from the bridges (Brooklyn and Manhattan) or the Brooklyn Bridge Park, which

are inferior attributes as compared to the subject. The comparable is similar to the

subject as it is situated proximate to an interstate vehicular road, the Gowanus

Expressway and has similar linkage to the subject in terms of proximity to mass transit.

Size

The size of the site is smaller as compared to the subject. Please refer to the size

adjustment discussion that follows.

Property Characteristics – Utility

The comparable is slightly irregular in shape at the rear; however this shape does

not appear to present any development challenge and is highly superior to the subject’s

very irregular shape. The comparable only has frontage on one New York City street and

is similar to the subject’s access and street frontage. The subject is located under the

Manhattan Bridge which hinders the development potential of the site. The comparable

is highly superior to the subject because it is not affected by the design challenges caused

by the bridge including design, views and noise pollution. The comparable is situated

within a Flood Zone B (category 2+ hurricane) and is superior to the subject property in

terms of potential flooding, development challenges and economic impact.

Zoning/Access Restriction

The comparable sale is mapped in an M2-1 zoning district which has an FAR of

2.0 which is the same as subject’s permitted density. The permitted uses under the M2-1

and the subject’s M1-3 zoning are sufficiently similar to not warrant an adjustment. The

comparable has a current industrial use versus the subject’s proposed commercial use.

As such, the comparable is highly inferior to the subject. The subject property is located

under the Manhattan Bridge and is restricted by the right-of-access to the bridge that is to

be retained by the New York City Department of Transportation, which may affect site

development in terms of placement of the improvements on the site. The comparable is

not restricted by a right of access and is superior to the subject. The comparable is not
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situated in the Waterfront Area, which afford enhanced uses and regulations under New

York City zoning and is inferior to the subject.

Comparable Sale #3

This comparable is an irregular-shaped parcel of M1-2 zoned land containing

18,340± square feet of land. It is situated on the northwest corner of Woodhaven

Boulevard and 76th Avenue (one way street) in the Glendale section of Queens. This

parcel was developed with a one story distribution building with rear yard and a one- and

part two-story distribution showroom building with on-site parking. The sale occurred in

April 2011 and sold for a sale price of $87.24 per square foot of land.

Location

The property is situated in the Glendale section of Queens which is highly inferior

to the subject’s DUMBO location. Surrounding improvements to the site include

industrial, retail and residential uses and is similar to the subject. The opposite side of

Woodhaven Boulevard has been developed fairly recently with a number of big box

stores (The Home Depot, Sports Authority Sporting Goods, Bob’s Discount Furniture,

Michael’s Arts and Crafts), however, Woodhaven Boulevard is elevated along this stretch

of the roadway and the two sides of the street have little relationship to each other. The

site is an upland parcel and is not proximate to the waterfront nor does it have views of

the East River or exposure from the bridges (Brooklyn and Manhattan) or the Brooklyn

Bridge Park, which are each inferior attributes as compared to the subject. The

comparable is similar to the subject’s roadway linkage as it is situated proximate to the

Jackie Robinson Parkway, with easy access to the Van Wyck Expressway (I-678) and the

Grand Central Parkway, but its linkage is highly inferior to the subject in terms of

proximity to mass transit.
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Size

The size of the site is larger than the subject. Please refer to the size adjustment

discussion that follows.

Property Characteristics – Utility

This comparable is encumbered by an access easement that provides public access

for 76th Avenue at the intersection of Woodhaven Boulevard. The easement portion of

the site cannot be developed and is to remain available for the street access. The

comparable is an irregular-shaped lot and is similar to the subject in configuration. The

comparable has frontage on both Woodhaven Boulevard and 76th Avenue (one-way street

and the easement is part of the area that creates a corner for the comparable). This corner

frontage is highly superior to the subject, which increases this comparable sale’s access

and exposure. The subject is located under the Manhattan Bridge which hinders the

development potential of the site. The comparable is highly superior to the subject

because it is not affected by the design challenges caused by the bridge including design,

views and noise pollution. The comparable is not situated within a flood zone and is

highly superior to the subject property in terms of risk of flooding, economic impact and

development challenges.

Zoning/Access Restriction

The comparable sale is mapped in an M2-1 zoning district which has an FAR of

2.0 the same as the subject. The permitted uses under the M2-1 and the subject’s M1-3

zoning are sufficiently similar to not warrant an adjustment. The comparable has a

current industrial and commercial use versus the subject’s proposed commercial use and

is highly inferior in this respect. The subject property is located under the Manhattan

Bridge and is restricted by the right-of-access to the bridge that is to be retained by the

New York City Department of Transportation, which may affect site development in

terms of placement of the improvements on the site. The comparable is not restricted by

a right of access and is superior to the subject. The comparable is not situated in the
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Waterfront Area, which afford enhanced uses and regulations under New York City

zoning and is inferior to the subject.

Comparable Sale #4

This comparable is located in the Coney Island section of Brooklyn. The site

contains 10,644± square feet of land situated on a mid-block lot on Surf Avenue. The

parcel is slightly irregular in shape and is mapped in a C7 zoning district. At the time of

sale, the parcel was vacant. The site will be developed with a one and part two story

commercial building. The second floor will have patios. It has been reported that the

proposed building is to be occupied by three restaurants. The sale transpired in July 2010

and had a sale price of $126.03 per square foot of land.

Location

The property is situated in the Coney Island section of Brooklyn which is inferior

to the subject’s DUMBO location. Surrounding improvements to the site include retail,

commercial and residential uses and is similar to the subject in terms of surrounding land

uses. However, this site is within the Coney Island amusement area and is superior to the

subject in terms of exposure and pedestrian traffic. The site is located one block north of

the Atlantic Ocean beach area and is similar in terms of proximity to the waterfront.

Although it does not have views of the East River or exposure from the bridges

(Brooklyn and Manhattan) or the Brooklyn Bridge Park, this comparable does have upper

floor views of the ocean and proximity to this renowned public space, which is highly

superior to the subject’s views. This area is in the beginning stages of gentrification in

terms of quality of tenant. The comparable is inferior to the subject as it is not easily

accessible to mainland Brooklyn via vehicular roadways, but is superior in terms of mass

transit.

Size

The size of the site is smaller as compared to the subject. Please refer to the size

adjustment discussion that follows.
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Property Characteristics – Utility

The comparable is slightly irregular in shape at the rear; however this shape does

not appear to present any development challenge and is highly superior to the subject’s

very irregular shape. The comparable only has frontage on one New York City street and

is similar to the subject’s frontage and access. The subject is located under the

Manhattan Bridge which hinders the development potential of the site. The comparable

highly superior to the subject because it is not affected by the design challenges caused

by the bridge including design, views and noise pollution. The comparable is situated

within a Flood Zone A similar to the subject.

Zoning/Access Restriction

The comparable sale is mapped in a C7 zoning district which has an FAR of 2.0

similar to the subject property. The permitted uses under the C7 zoning are specifically

designated for large open amusement parks that are inferior to the subject in terms of a

specialized group of uses. The comparable does have a proposed commercial use similar

to the subject. The comparable is situated in the Waterfront Area, which affords

enhanced uses and regulations under New York City zoning similar to the subject. The

subject property is located under the Manhattan Bridge and is restricted by the right-of-

access to the bridge that is to be retained by the New York City Department of

Transportation, which may affect site development in terms of placement of the

improvements on the site. The comparable is not restricted by a right of access and is

superior to the subject.

COMPARABLE SALES ADJUSTMENT ANALYSIS

In order to estimate a value for the subject property using these sales, we considered

elements that affect the sale price of each property. In our analysis, we made price

(quantitative) adjustments then qualitative adjustments for differences indicated by the

comparables through this process.
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A graphic analysis is a quantitative technique and was used to identify and measure

adjustments to the sale prices of the comparable properties. The data set includes the 4

selected comparable sales plus 10 that were deemed less suitable as comparable sales for

various reasons. A statistical analysis in graph form was performed using the 4

comparable sales along with 10 additional researched sales. Such a statistical analysis is

only applicable to those characteristics with numerical values, such as time and property

size. These 14 sales were used for a regression analysis and indicate adjustments for market

conditions (time) and size.

None of the comparable sales required a property rights adjustment. Additionally a

financing adjustment was not warranted as all sales sold with market rate and terms

financing.

Market Conditions (Time/Negotiability)

The unadjusted sale prices of the 14 sales within this data set ranged from $35.97 to

$396.88 per square foot of land area. The land sales occurred between April 2010 and

December 2012.

The following is a summary of the data set sales that our research revealed:
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Summary of Land Sales Data Set

Block/ Land Area Max Sale Price/

No. Property Address Lot Sale Date Sq. Ft.± Zoning FAR Sale Price Sale Price Land Sq. Ft. Comments

1 359-381 Kingsland Avenue

Greenpoint

2608/25,50 4/16/10

4/19/2010

114,000 M3-1 2.00 $10,000,000 $10,000,000 $ 87.72 Conveyed under 4 deeds.

Construct 90,715 sq. ft. industrial

building around an existing 20,785

sq. ft. bldg. Permit issued

5/24/12.

2 648 39th Street

Sunset Park

914/26 5/6/10 2,504 M1-2 2.00 $ 300,000 $ 300,000 $119.81 Permit to construct 2- and 3-story

industrial bldg issued 7/30/12.

First floor is for parking.

3 1219-1231 Surf Avenue

Coney Island

7266/261 7/22/10 10,664 C7 2.60 $ 1,344,000 $1,344,000 $126.03 Permit to construct 2-story

commercial bldg issued 10/25/12

for restaurant.

4 230 Cook Street

Williamsburg/Bushwick

3124/2-

10,19-22

12/1/10 22,246 M1-2/IDZ 2.00 $ 1,800,000 $1,800,000 $ 80.91 No applications at DOB.

Purchased by residential

developer.

5 297 Norman Avenue

Greenpoint

2612/133 12/22/10 95,504 M3-1 2.00 $ 6,300,000 $6,300,000 $ 65.97 Includes 8,400 sq. ft. bldg.

Purchased for use as scrap metal

yard. Not in flood zone.

6 497 Marcy Avenue/

Hopkins Street

Williamsburg/Bedford

Stuyvesant

1725/1,7 2/11/11 194,625 M1-3 5.00 $ 7,000,000 $7,000,000 $ 35.97 Sister sale to shell bldg sale at 960

Flushing Avenue (Pfizer)

7 140 Dwight Street

Red Hook

588/30-32 4/15/11 6,000 M1-1 1.00 $ 600,000 $ 600,000 $100.00 New bldg. constructed--one-story

industrial bldg. with mezzanine in

2012.

8 8843-8845 76th Avenue

Glendale (Queens)

3856/204,

205,207

4/28/11 18,340 M1-2 2.00 $ 1,600,000 $1,600,000 $ 87.24 Conveyed under 2 deeds. Permit

for new one-story retail building

Lot 204 issued 7/17/12 and new

one-sty warehouse on Lots 205 &

207 issued 8/21/12.
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Summary of Land Sales Data Set
(continued)

Block/ Land Area Max Sale Price/

No. Property Address Lot Sale Date Sq. Ft.± Zoning FAR Sale Price Sale Price Land Sq. Ft. Comments

9 123 Classon Avenue

Bedford Stuyvesant

1881/1, 5-8 6/14/11 14,960 M1-2 2.00 $ 875,000 $ 875,000 $ 58.49 No applications at DOB. Use is

outdoor storage of trucks.

10 37-41 15th Street

Gowanus

1039/67-69 11/2/11 8,055 M2-1 2.00 $ 894,999 $ 894,999 $111.11 Conveyed under 3 deeds. Lots

combined. Permit for new one-

story & mezzanine industrial

building issued 8/22/12.

11 79 Bogart Street

East Williamsburg

3083/16,30 2/21/12 46,632 M1-2 2.00 $ 4,375,000 $ 4,375,000 $ 93.82 No applications at DOB. Initial

use will be for storage

according to broker (CoStar).

12 528 Park Avenue

Williamsburg/Bedford

Stuyvesant

1736/1 6/5/12 16,450 M1-1 1.00 $ 2,303,000 $ 2,303,000 $140.00 Property was contractor's yard.

Applications for curb cuts at

DOB--no new bldg.

13 375 Columbia Street

Red Hook

513/2,12,45 12/13/12 7,250 M1-1 1.00 $ 750,000 $ 750,000 $103.45 LoopNet listing states possible

to obtain variance for

residential use. Adj. lot being

developed residentially.

14 19 Kent Avenue

Williamsburg

2282/1,15,28,34 12/31/12 80,000 M1-2 2.00 $31,750,000 $31,750,000 $396.88 Proposed use is retail, office.
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The following is a summary of the date of sale and price per square foot of land area:

Data
Set
Sale

Date of
Sale

Price/
Sq. Ft.

1 4/16/10 $ 87.72

2 5/6/10 $119.81

3 7/22/10 $126.03

4 12/1/10 $ 80.91

5 12/22/10 $ 65.97

6 2/11/11 $ 35.97

7 4/15/11 $100.00

8 4/28/11 $ 87.24

9 6/14/11 $ 58.49

10 11/2/11 $111.11

11 2/21/12 $ 93.82

12 6/5/12 $140.00

13 12/13/12 $103.45

14 12/31/12 $396.88

Plotting these sales on a graph, results in the following regression analysis for time.
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Land Sales Data Set – Sale Price Per Square Foot of Land in Relation To Time
(Inclusive of All Sales in Data Set)

The trend line shifts upward and indicates a 245% movement ($55.00 to $190.00) over the 30 months period.

Excluding the high end outlier of sale #14, the trend line is not pulled up and the following results:
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Land Sales Data Set – Sale Price Per Square Foot of Land in Relation To Time
(Excluding High End Outlier in Data Set)
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Time Adjustment Conclusions:

The land sales occurred between April 2010 and December 2012, or over a span of 30

months. Using the graph excluding the high end outlier, the trend line starts at $85.00± per

square foot and goes to $100.00± per square foot, which is equal to 17.65% increase over the

30 months and is equal to a time adjustment of 0.59% per month. The graphs generally

indicate that more recent sales have been conveyed at higher prices per square foot of

land area than less recent sales.

The following table includes a summary of statistical market data published by

Massey Knakal Realty Services, in the Brooklyn Property Sales Quarterly Reports.

Summary of Brooklyn Property Sales Quarterly Reports*

* Reports were not available for each quarter. The above chart indicates information for all quarterly published reports.

The information provided in these reports includes data for the overall Brooklyn market and is not broken down into

specific neighborhoods. Therefore, specific information on the DUMBO market is not available.

As indicated in the above table, all property types show a positive overall monthly

change over the period between the end of year 2009 and the fourth quarter 2012. Data

available for developable sites including land and redevelopment sites such as land sales was

inconclusive as the Property Sales Quarterly reports did not indicate the end use of properties

included in the development category. Therefore, this data is skewed and does not directly

correlate to the land sales data set.

Land sales, in the data set, can be used for retail and office purposes under their

respective zoning districts. The industrial, retail and office statistics indicated monthly
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percentage change was 0.52%, 0.37% and 0.62% respectively. However, the above data

includes properties located throughout all of Brooklyn. Interviews with local brokers and

current market research of the quickly rising Brooklyn market, confirm that prices in the

rapidly growing neighborhoods of DUMBO and its adjacent neighborhoods have been

increasing at a greater rate than most other neighborhoods of Brooklyn.

Therefore, the indicated 0.59% per month extracted from the previously presented

data set is well supported by the Massey Knakal statistical data for the overall Brooklyn

market.

The adjusted price per square foot for each of the 14 land sales is as follows:

Time Adjusted Data Set Sales

Data
Set
Sale

Date of
Sale # Mos.*

Unadjusted
Price/
Sq. Ft.

%
Time
Adj.

Adjusted
Price/
Sq. Ft.

1 4/16/10 35 $ 87.72 20.65% $105.83

2 5/6/10 34 $119.81 20.06% $143.84

3 7/22/10 32 $126.03 18.88% $149.82

4 12/1/10 28 $ 80.91 16.52% $ 94.28

5 12/22/10 27 $ 65.97 15.93% $ 76.48

6 2/11/11 26 $ 35.97 15.34% $ 41.49

7 4/15/11 24 $100.00 14.16% $114.16

8 4/28/11 23 $ 87.24 13.57% $ 99.08

9 6/14/11 22 $ 58.49 12.98% $ 66.08

10 11/2/11 17 $111.11 10.03% $122.25

11 2/21/12 25 $ 93.82 14.75% $107.66

12 6/5/12 10 $140.00 5.90% $148.26

13 12/13/12 4 $103.45 2.36% $105.89

14 12/31/12 3 $396.88 1.77% $403.90

 * From Date of Sale to Effective Date of Appraisal

Size Adjustments

The time adjusted land sales data set is as follows:
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Time Adjusted Data Set

Data
Set
Sale

Time Adj.
Price/
Sq. Ft.

Land
Area

(Sq. Ft.±)

1 $105.83 114,000

2 $143.84 2,504

3 $149.82 10,664

4 $ 94.28 22,246

5 $ 76.48 95,504

6 $ 41.49 194,625

7 $114.16 6,000

8 $ 99.08 18,340

9 $ 66.08 14,960

10 $122.25 8,055

11 $107.66 46,632

12 $148.26 16,450

13 $105.89 7,250

14 $403.90 80,000

The graph on the following page represents the regression analysis of the 14 data set

sales on a price per square foot basis in relation to land area.
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Land Sales Data Set – Sale Price/Square Foot of Land Area in Relation To Land Area
(Inclusive of All Sales in Data Set)

The trend line shifts upward and indicates an 88.4% movement ($40.00 to $345.00). Excluding the high end outlier of sale

#14 and the low end outlier of sale #6, the trend line is not pulled up and the following results:
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Land Sales Data Set – Sale Price/Square Foot of Land Area in Relation To Land Area
(Excluding High and Low End Outliers in Data Set)
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Size Adjustment Conclusions:

The graph that excludes the high and low end outliers has trend line that starts at

$150.00± per square foot and goes down to $65.00± per square foot, which is equal to a

56.67% decrease in price. The graph shows land sizes ranging from 12,000± square feet to

56,000± square feet, and the difference between these points is 44,000± square feet.

Therefore, for every 1,000 square foot increase in size, the sale price declines -1.29%. This

graph supports the economies of scale theory that typically smaller lots sell for more on a per-

square-foot basis than their larger counterparts. This assumes a quantity discount and a

diminished number of users that require larger spaces.

Based on the results of the regression analysis of the data set sales, the following are

the indicated quantitative adjustments for the 4 selected sales to compare to the subject

property.

ADJUSTMENTS TO THE COMPARABLE LAND SALES

Subject Comp #1 Comp #2 Comp #3 Comp #4

Address

DOT Paint

Shed Site

528 Park Ave..

Williamsburg

37-41 15th St.

Gowanus

8843-8845.

76th Ave.

Glendale

1219-1231

Surf Ave.

Coney Island

Sale Price/Bldg Sq. Ft. $140.00 $111.11 $87.24 $126.03

Sale Date 3/22/2013 6/5/2012 11/2/2011 4/28/2011 7/22/2010

Mos. Difference 10 17 23 32

% Adj. (0.59%/mo.) 5.90% 10.03% 13.57% 18.88%

Time Adj. Sale Price/Sq. Ft. $148.26 $122.25 $99.08 $149.82

Land Area (Sq. Ft.±) 15,587 16,450 8,055 18,340 10,644

Size Adj. (-1.29%) 1.0% -10.0% 4.0% -6.0%

Size Adj. Sale Price/Sq. Ft. $149.74 $110.03 $103.04 $140.83

The qualitative comparisons for the various property characteristics discussed under

each comparable sale have been applied to the comparable land sales and are charted in the

table on the following page.
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ADJUSTMENTS TO THE COMPARABLE VACANT LAND SALES

Comp #1 Comp #2 Comp #3 Comp #4

Sale Price/Land Sq. Ft. $149.74 $110.03 $103.04 $140.83

Characteristic

General Location Inferior (-) Inferior (-)

Highly

Inferior (--) Inferior (-)

Surrounding Uses Similar Inferior (-) Similar Similar

Proximity to Waterfront Inferior (-) Inferior (-) Inferior (-) Similar

Water Views Inferior (-) Inferior (-) Inferior (-)

Highly

Superior (+++)

Potential Flooding/

Economic Impact

Highly

Superior (++) Superior (+)

Highly

Superior (++) Similar

Waterfront Area

Enhancements Inferior (-) Inferior (-) Inferior (-) Similar

Access to Mass Transit Superior (+) Similar

Highly

Inferior (---) Superior (+)

Access to Roadways Similar Similar Similar Inferior (-)

Street Frontage

Highly

Superior (+++) Similar

Highly

Superior (++) Similar

Site Configuration/Utility

Highly

Superior (+++++)

Highly

Superior (+++) Similar

Highly

Superior (+++)

Site Access

Highly

Superior (+++) Similar Superior (+) Similar

Bridge Effect on Dev.

Highly

Superior (+++)

Highly

Superior (+++)

Highly

Superior (+++)

Highly

Superior (+++)

Zoning Inferior (-) Similar Similar Inferior (-)

Proposed Use

Highly

Inferior (--)

Highly

Inferior (--)

Highly

Inferior (--) Similar

DOT Access Right Superior (+) Superior (+) Superior (+) Superior (+)

Total Relative Comparisons

Total Similar 2 5 4 7

Total Superior 18 8 9 11

Total Inferior 7 7 10 3

Overall Comparability

Superior

(+++++++++++)

Superior

(+)

Inferior

(-)

Superior

(+++++++)

The value of the subject property is bracketed in the ranking of the comparable

sales in descending order according to desirability.
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Comparable Price/Sq. Ft. Overall Comparability

1 $149.74 +++++++++++

4 $140.83 +++++++

2 $110.03 +

Subject

3 $103.04 -

SALES COMPARISON APPROACH VALUE CONCLUSION

In terms of ranking the adjustments, the primary issue is site utility. The subject

property is a highly irregular-shaped mid-block parcel that is under the Manhattan Bridge.

These characteristics impact the development of the subject property as they present design

challenges and a degree of risk to a developer. Each of the comparable sales has been

qualitatively adjusted to varying degrees for their superior site utility. The next factor in

ranking is the subject’s location within a Flood Zone A District. All of the comparable sales,

except #4, are in flood zones that have less risk of flooding and potential economic impact.

In this respect, comparable sale #4 is similar to the subject, but overall it is highly superior.

In terms of overall comparability, sales #2 and #3 are the most similar to the subject and are

deemed reliable indicators of value. It is our opinion that a land value of $107.00 per square

foot of land area is a reasonable expectation for the subject and results in the following land

value estimate for the subject property:

VALUE CONCLUSION − SALES COMPARISON APPROACH - DOT PAINT SHED

Land Area

(Sq. Ft. ±)

Price/Sq. Ft.

of Land Area

Fee Simple Land Value

Via Sales Comparison Approach

15,587 x $107.00 = $1,667,809.00

(Rounded) $1,700,000.00
37

37 Predicated upon the hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional exception as

defined within the body of this report.
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ANALYSIS OF COMPARABLE INDUSTRIAL LAND SALES

The subject Washington Street roadbed site is comprised of a slightly irregular-

shaped mid block parcel of land with 31.04± feet of frontage on Plymouth Street and

contains 11,170± square feet of land. The site abuts the Brooklyn Bridge Park. In the

zoning section of this report, we have determined that the most likely zoning that would

be assigned to the subject site by New York City Planning would be M3-1 based on the

reasoning that it is in conformity in bulk and height with the surrounding waterfront

zoning. The site is adjacent to the Manhattan Bridge and is situated in a Flood Zone A.

In estimating the market value of the subject property the Brooklyn and the other

New York City outer boroughs (Queens, Bronx and Staten Island) markets were

researched for recent sales of industrial land to compare with the subject. Our research

revealed 14 sales of land parcels. All of the sales were verified as to terms and conditions

with a knowledgeable party involved in the transaction, New York City Department of

Buildings and Department of Finance records were researched, the ACRIS website was

search for sales history of each, and a physical inspection and photographs were taken of the

sales. These 14 sales have been used as the data set for quantitative adjustments for market

conditions and size. A summary chart of the land sales in the data set was previously

presented in the quantitative adjustments section under the subject Washington Street

roadbed site.

Through our analysis of these sales, we determined that four of these sales are most

comparable to the subject and required the least number of adjustments. The following table

presents a summary of the selected land sales, which were analyzed on the basis of their

sale price per square foot of land, which is the market accepted unit of comparison.
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SUMMARY OF COMPARABLE INDUSTRIAL LAND SALES

Sale Sale Land Area Sale Price/

No. Location Date (Sq. Ft. ±) Zoning Sale Price Sq. Ft.

1 528 Park Avenue

Williamsburg, Brooklyn

6/5/2012 16,450 M1-1

(FAR 1.0)

$2,303,000 $140.00

2 37-41 15th Street

Gowanus, Brooklyn

11/2/2011 8,055 M2-1

(FAR 2.0)

$ 894,999 $111.11

3 8843-8845 76th Avenue

Glendale, Queens

4/28/2011 18,340 M1-2

(FAR 2.0)

$1,600,000 $ 87.24

4 1219-1231 Surf Avenue

Coney Island, Brooklyn

7/22/2010 10,664 C7

(FAR 2.6)

$1,344,000 $126.03

In our research and analysis of land sales to compare with the subject property,

we have considered that commercial development has been determined to be the subject

property’s future highest and best use. It would seem logical for a comparison with

commercial zoned land sales. Due to the uncertainty and expense associated with a

change in zoning, we have determined that the current highest and best use of the subject

property is to remain an M3-1 zoned parcel. Commercial zoning districts by and large

have a much wider permitted use and density than the subject’s M3-1 district regulations,

and it has been deemed inappropriate and misleading to compare commercial zoned

parcels with a higher permitted density and a wider range of uses to the subject. We

have, however, included one commercial zoned land sale (Sale #4) that has a proposed

development similar to the subject’s highest and best use.

Comparable Sale #1

This comparable is a 16,450± square foot, block front parcel of M1-1 zoned land

situated in the Williamsburg section of Brooklyn, southeast of the subject. The property

sold in June 2012 for a sale price of $140.00 per square foot of land. This site is used for

storage and there have been no plans filed for any future development, excepting site

improvements.
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Location

The property is situated in the Williamsburg section of Brooklyn, on the border of

Bedford-Stuyvesant, which is inferior to the subject’s DUMBO location. Surrounding

improvement to the site include industrial, commercial and residential, similar to the

subject. The site is an upland parcel and is inferior to the subject in terms of proximity to

waterfront. The comparable does not have views of the East River or exposure from the

bridges (Brooklyn and Manhattan) or the Brooklyn Bridge Park, which are highly inferior

attributes as compared to the subject. The comparable is proximate to the Brooklyn-

Queens Expressway (I-278) and is similar to the subject in terms of highway access, but

its linkage is superior to the subject because it has proximity to numerous mass transit

stations and stops.

Size

The size of the site is larger than the subject. Please refer to the size adjustment

discussion that follows.

Property Characteristics – Utility

The comparable is rectangular in shape and has continuous frontage on three New

York City streets encompassing a city block front. The comparable is highly superior to

the subject in frontage and access. The subject is a slightly irregular-shaped mid block

site that has frontage on Plymouth Street. The comparable is highly superior to the

subject in configuration. The comparable is situated within a Flood Zone C (potential for

flooding in category 3-4 hurricane just south of New York City) and is highly superior to

the subject property in terms of potential risk of flooding, economic impact and

development challenges.

Zoning

The comparable sale is mapped in an M1-1 zoning district which has an FAR of

1.0 versus the subject’s 2.0. The subject may achieve a greater density than this

comparable, and it is inferior to the subject. The permitted uses under the M1-1 and the
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subject’s M1-3 zoning are sufficiently similar to not warrant an adjustment. The

comparable has a current industrial use versus the subject’s potential commercial use and

is highly inferior to the subject. The comparable is not situated in the Waterfront Area,

which afford enhanced uses and regulations under New York City zoning and is inferior

to the subject.

Comparable Sale #2

This comparable contains 8,055± square feet of land situated on a mid-block lot

on 15th Street in the Brooklyn neighborhood of Gowanus. The parcel is slightly irregular

in shape and is mapped in an M2-1 zoning. At the time of sale, the parcel was used for

outdoor storage. Subsequent to sale, the tax lots were merged to create one zoning lot

and the site was then improved with a one story industrial building. The comparable sold

in November 2011 for a sale price of $111.11 per square foot of land area.

Location

The property is situated south of the subject in the Gowanus section of Brooklyn

which is inferior to the subject’s DUMBO location. Surrounding improvements to the

site include industrial and mixed use commercial/residential and this location is inferior

to the subject in terms of surrounding land uses. The comparable is situated proximate to

the elevated roadbed of the Gowanus Expressway (I-278). The site is an upland parcel, is

not proximate to the waterfront and is inferior to the subject. This comparable does not

have views of the East River or exposure from the bridges (Brooklyn and Manhattan) or

the Brooklyn Bridge Park, which are highly inferior attributes as compared to the subject.

The comparable is similar to the subject as it is situated proximate to an interstate

vehicular road, the Gowanus Expressway and has similar linkage to the subject in terms

of proximity to mass transit.

Size

The size of the site is smaller as compared to the subject. Please refer to the size

adjustment discussion that follows.
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Property Characteristics – Utility

The comparable is slightly irregular in shape at the rear; however this shape does

not appear to present any development challenge and is similar to the subject’s

configuration. The comparable only has frontage on one New York City street and is

similar to the subject’s access, frontage and exposure. The comparable is situated within

a Flood Zone B (category 2+ hurricane) and is superior to the subject property in terms of

potential flooding and its economic impact and development challenges.

Zoning

The comparable sale is mapped in an M2-1 zoning district which has an FAR of

2.0 which is the same as subject’s permitted density. The permitted uses under the M2-1

and the subject’s M1-3 zoning are sufficiently similar to not warrant an adjustment. The

comparable has a current industrial use versus the subject’s proposed commercial use.

As such, the comparable is highly inferior to the subject. The comparable is not situated

in the Waterfront Area, which afford enhanced uses and regulations under New York

City zoning and is inferior to the subject.

Comparable Sale #3

This comparable is an irregular-shaped parcel of M1-2 zoned land containing

18,340± square feet of land. It is situated on the northwest corner of Woodhaven

Boulevard and 76th Avenue (one-way street) in the Glendale section of Queens. This

parcel was developed with a one story distribution building with rear yard and a one- and

part two-story distribution showroom building with on-site parking. The sale occurred in

April 2011 and sold for a sale price of $87.24 per square foot of land.

Location

The property is situated in the Glendale section of Queens which is highly inferior

to the subject’s DUMBO location. Surrounding improvements to the site include

industrial, retail and residential uses and is similar to the subject. The opposite side of

Woodhaven Boulevard has been developed fairly recently with a number of big box
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stores (The Home Depot, Sports Authority Sporting Goods, Bob’s Discount Furniture,

Michael’s Arts and Crafts), however, Woodhaven Boulevard is elevated along this stretch

of the roadway and the two sides of the street have little relationship to each other. The

site is an upland parcel, is not a waterfront and is inferior to the subject. This comparable

does not have views of the East River or exposure from the bridges (Brooklyn and

Manhattan) or the Brooklyn Bridge Park, which are highly inferior attributes as compared

to the subject. The comparable is similar to the subject linkage as it is situated proximate

to the Jackie Robinson Parkway, with easy access to the Van Wyck Expressway (I-678)

and the Grand Central Parkway, but its linkage is highly inferior to the subject in terms of

proximity to mass transit.

Size

The size of the site is larger than the subject. Please refer to the size adjustment

discussion that follows.

Property Characteristics – Utility

This comparable is encumbered by an access easement that provides public access

for 76th Avenue at the intersection of Woodhaven Boulevard. The easement portion of

the site cannot be developed and is to remain available for the street access. The

comparable is an irregular-shaped lot that is highly inferior to the subject in

configuration. The comparable has frontage on both Woodhaven Boulevard and 76th

Avenue (one-way street and the easement is part of the area that creates a corner for the

comparable). This corner frontage is highly superior to the subject, which increases this

comparable sale’s access and exposure. The comparable is an irregular-shaped corner lot

and is highly inferior to the subject in configuration. The comparable has frontage on

both Woodhaven Boulevard and 76th Avenue (one-way street) and is superior to the

subject in terms of frontage on New York City streets and the access and exposure they

provide. The comparable is not situated within a flood zone and is highly superior to the

subject property in terms of development challenges.
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Zoning

The comparable sale is mapped in an M2-1 zoning district which has an FAR of

2.0 the same as the subject. The permitted uses under the M2-1 and the subject’s M1-3

zoning are sufficiently similar to not warrant an adjustment. The comparable has a

current industrial and commercial use versus the subject’s proposed commercial use and

is highly inferior in this respect. The comparable is not situated in the Waterfront Area,

which afford enhanced uses and regulations under New York City zoning and is inferior

to the subject.

Comparable Sale #4

This comparable is located in the Coney Island section of Brooklyn. The site

contains 10,644± square feet of land situated on a mid-block lot on Surf Avenue. The

parcel is slightly irregular in shape and is mapped in a C7 zoning district. At the time of

sale, the parcel was vacant. The site will be developed with a one and part two story

commercial building. The second floor will have patios. It has been reported that the

proposed building is to be occupied by three restaurants. The sale transpired in July 2010

and had a sale price of $126.03 per square foot of land.

Location

The property is situated in the Coney Island section of Brooklyn which is inferior

to the subject’s DUMBO location. Surrounding improvements to the site include retail,

commercial and residential uses and is similar to the subject in terms of surrounding land

uses. However, this site is within the Coney Island amusement area and is superior to the

subject in terms of exposure and pedestrian traffic. The site is located one block north of

the Atlantic Ocean beach area and is similar to the subject in terms of proximity to

waterfront. Although it does not have views of the East River or exposure from the

bridges (Brooklyn and Manhattan) or the Brooklyn Bridge Park, this comparable does

have upper floor views of the ocean, and proximity to this renowned public space, which

is highly superior to the subject’s views. This area is in the beginning stages of
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gentrification in terms of quality of tenant. The comparable is inferior to the subject as it

is not easily accessible to mainland Brooklyn via vehicular roadways, but is superior in

terms of mass transit.

Size

The size of the site is smaller as compared to the subject. Please refer to the size

adjustment discussion that follows.

Property Characteristics – Utility

The comparable is slightly irregular in shape at the rear; however this shape does

not appear to present any development challenge and is similar to the subject in

configuration. The comparable only has frontage on one New York City street and is

similar to the subject’s frontage and access. The comparable is situated within a Flood

Zone A similar to the subject.

Zoning

The comparable sale is mapped in a C7 zoning district which has an FAR of 2.0

similar to the subject property. The permitted uses under the C7 zoning are specifically

designated for large open amusement parks that are inferior to the subject in terms of a

specialized group of uses. The comparable does have a proposed commercial use similar

to the subject. The comparable is situated in the Waterfront Area, which affords

enhanced uses and regulations under New York City zoning similar to the subject.

COMPARABLE SALES ADJUSTMENT ANALYSIS

In order to estimate a value for the subject property using these sales, we considered

elements that affect the sale price of each property. In our analysis, we made price

(quantitative) adjustments then qualitative adjustments for differences indicated by the

comparables through this process.

A graphic analysis is a quantitative technique and was used to identify and measure

adjustments to the sale prices of the comparable properties. The data set includes the 4

selected comparable sales plus 10 that were deemed less suitable as comparable sales for
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various reasons. A statistical analysis in graph form was performed using the 4

comparable sales along with 10 additional researched sales. Such a statistical analysis is

only applicable to those characteristics with numerical values, such as time and property

size. These 14 sales were used for a regression analysis and indicate adjustments for market

conditions (time) and size.

None of the comparable sales required a property rights adjustment. Additionally a

financing adjustment was not warranted as all sales sold with market rate and terms

financing.

Market Conditions (Time/Negotiability)

The unadjusted sale prices of the 14 sales within this data set ranged from $35.97 to

$396.88 per square foot of land area. The land sales occurred between April 2010 and

December 2012.

Please refer to the Summary of Land Sales Data Set previously presented in the DOT

Paint Shed site analysis.

The following is a summary of the date of sale and price per square foot of land area:

Data
Set
Sale

Date of
Sale

Price/
Sq. Ft.

1 4/16/10 $ 87.72

2 5/6/10 $119.81

3 7/22/10 $126.03

4 12/1/10 $ 80.91

5 12/22/10 $ 65.97

6 2/11/11 $ 35.97

7 4/15/11 $100.00

8 4/28/11 $ 87.24

9 6/14/11 $ 58.49

10 11/2/11 $111.11

11 2/21/12 $ 93.82

12 6/5/12 $140.00

13 12/13/12 $103.45

14 12/31/12 $396.88

Plotting these sales on a graph, results in the following regression analysis for time.
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Land Sales Data Set – Sale Price Per Square Foot of Land in Relation To Time
(Inclusive of All Sales in Data Set)

The trend line shifts upward and indicates a 245% movement ($55.00 to $190.00) over the 30 months period. Excluding the

high end outlier of sale #14, the trend line is not pulled up and the following results:
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Land Sales Data Set – Sale Price Per Square Foot of Land in Relation To Time
(Excluding High End Outlier in Data Set)
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Time Adjustment Conclusions:

The land sales occurred between April 2010 and December 2012, or over a span of 30

months. Using the graph excluding the high end outlier, the trend line starts at $85.00± per

square foot and goes to $100.00± per square foot, which is equal to 17.65% increase over the

30 months and is equal to a time adjustment of 0.59% per month. The graphs generally

indicate that more recent sales have been conveyed at higher prices per square foot of

land area than less recent sales.

The following table includes a summary of statistical market data published by

Massey Knakal Realty Services, in the Brooklyn Property Sales Quarterly Reports.

Summary of Brooklyn Property Sales Quarterly Reports*

* Reports were not available for each quarter. The above chart indicates information for all quarterly published reports.

The information provided in these reports includes data for the overall Brooklyn market and is not broken down into

specific neighborhoods. Therefore, specific information on the DUMBO market is not available.

As indicated in the above table, all property types show a positive overall monthly

change over the period between the end of year 2009 and the fourth quarter 2012. Data

available for developable sites including land and redevelopment sites such as land sales was

inconclusive as the Property Sales Quarterly reports did not indicate the end use of properties

included in the development category. Therefore, this data is skewed and does not directly

correlate to the land sales data set.

Land sales, in the data set, can be used for retail and office purposes under their

respective zoning districts. The industrial, retail and office statistics indicated monthly
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percentage change was 0.52%, 0.37% and 0.62% respectively. However, the above data

includes properties located throughout all of Brooklyn. Interviews with local brokers and

current market research of the quickly rising Brooklyn market, confirm that prices in the

rapidly growing neighborhoods of DUMBO and its adjacent neighborhoods have been

increasing at a greater rate than most other neighborhoods of Brooklyn.

Therefore, the indicated 0.59% per month extracted from the previously presented

data set is well supported by the Massey Knakal statistical data for the overall Brooklyn

market.

The adjusted price per square foot for each of the 14 land sales is as follows:

Time Adjusted Data Set Sales

Data
Set
Sale

Date of
Sale # Mos.*

Unadjusted
Price/
Sq. Ft.

%
Time
Adj.

Adjusted
Price/
Sq. Ft.

1 4/16/10 35 $ 87.72 20.65% $105.83

2 5/6/10 34 $119.81 20.06% $143.84

3 7/22/10 32 $126.03 18.88% $149.82

4 12/1/10 28 $ 80.91 16.52% $ 94.28

5 12/22/10 27 $ 65.97 15.93% $ 76.48

6 2/11/11 26 $ 35.97 15.34% $ 41.49

7 4/15/11 24 $100.00 14.16% $114.16

8 4/28/11 23 $ 87.24 13.57% $ 99.08

9 6/14/11 22 $ 58.49 12.98% $ 66.08

10 11/2/11 17 $111.11 10.03% $122.25

11 2/21/12 25 $ 93.82 14.75% $107.66

12 6/5/12 10 $140.00 5.90% $148.26

13 12/13/12 4 $103.45 2.36% $105.89

14 12/31/12 3 $396.88 1.77% $403.90

 * From Date of Sale to Effective Date of Appraisal

Size Adjustments

The time adjusted land sales data set is as follows:
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Time Adjusted Data Set

Data
Set
Sale

Time Adj.
Price/
Sq. Ft.

Land
Area

(Sq. Ft.±)

1 $105.83 114,000

2 $143.84 2,504

3 $149.82 10,664

4 $ 94.28 22,246

5 $ 76.48 95,504

6 $ 41.49 194,625

7 $114.16 6,000

8 $ 99.08 18,340

9 $ 66.08 14,960

10 $122.25 8,055

11 $107.66 46,632

12 $148.26 16,450

13 $105.89 7,250

14 $403.90 80,000

The graph on the following page represents the regression analysis of the 14 data set

sales on a price per square foot basis in relation to land area.
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Land Sales Data Set – Sale Price/Square Foot of Land Area in Relation To Land Area
(Inclusive of All Sales in Data Set)

The trend line shifts upward and indicates an 88.4% movement ($40.00 to $345.00). Excluding the high end outlier of sale

#14 and the low end outlier of sale #6, the trend line is not pulled up and the following results:
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Land Sales Data Set – Sale Price/Square Foot of Land Area in Relation To Land Area
(Excluding High and Low End Outliers in Data Set)
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Size Adjustment Conclusions:

The graph that excludes the high and low end outliers has trend line that starts at

$150.00± per square foot and goes down to $65.00± per square foot, which is equal to a

56.67% decrease in price. The graph shows land sizes ranging from 12,000± square feet to

56,000± square feet, and the difference between these points is 44,000± square feet.

Therefore, for every 1,000 square foot increase in size, the sale price declines -1.29%. This

graph supports the economies of scale theory that typically smaller lots sell for more on a per-

square-foot basis than their larger counterparts. This assumes a quantity discount and a

diminished number of users that require larger spaces.

Based on the results of the regression analysis of the data set sales, the following are

the indicated quantitative adjustments for the 4 selected sales to compare to the subject

property.

ADJUSTMENTS TO THE COMPARABLE LAND SALES

Subject Comp #1 Comp #2 Comp #3 Comp #4

Address

Washington

Street

Roadbed 528 Park Ave..

Williamsburg

37-41 15th St.

Gowanus

8843-8845.

76th Ave.

Glendale

1219-1231

Surf Ave.

Coney

Island

Sale Price/Bldg Sq. Ft. $140.00 $111.11 $87.24 $126.03

Sale Date 3/22/2013 6/5/2012 11/2/2011 4/28/2011 7/22/2010

Mos. Difference 10 17 23 32

% Adj. (0.59%/mo.) 5.90% 10.03% 13.57% 18.88%

Time Adj. Sale Price/Sq. Ft. $148.26 $122.25 $99.08 $149.82

Land Area (Sq. Ft.±) 11,170 16,450 8,055 18,340 10,644

Size Adj. (-1.29%) 7.0% -4.0% 9.0% -1.0%

Size Adj. Sale Price/Sq. Ft. $158.64 $117.36 $108.00 $148.32

The qualitative comparisons for the various property characteristics discussed under

each comparable sale have been applied to the comparable land sales and are charted in the

table on the following page.
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ADJUSTMENTS TO THE COMPARABLE VACANT LAND SALES

Comp #1 Comp #2 Comp #3 Comp #4

Sale Price/Land Sq. Ft. $158.64 $117.36 $108.00 $148.32

Characteristic

General Location Inferior (-) Inferior (-)

Highly

Inferior (--) Inferior (-)

Surrounding Uses Similar Inferior (-) Similar Similar

Proximity to Waterfront Inferior (-) Inferior (-) Inferior (-) Similar

Water Views

Highly

Inferior (--)

Highly

Inferior (--)

Highly

Inferior (--)

Highly

Superior (++)

Potential for Flooding/

Economic Impact

Highly

Superior (++) Superior (+)

Highly

Superior (++) Similar

Waterfront Area

Enhancements Inferior (-) Inferior (-) Inferior (-) Similar

Access to Mass Transit Superior (+) Similar

Highly

Inferior (---) Superior (+)

Access to Roadways Similar Similar Similar Inferior (-)

Street Frontage

Highly

Superior (+++) Similar

Highly

Superior (++) Similar

Site Configuration/Utility

Highly

Superior (++) Similar

Highly

Inferior (---) Similar

Site Access

Highly

Superior (+++) Similar Superior (+) Similar

Zoning Inferior (-) Similar Similar Inferior (-)

Proposed Use

Highly

Inferior (--)

Highly

Inferior (--)

Highly

Inferior (--) Similar

Total Relative Comparisons

Total Similar 2 6 3 8

Total Superior 11 1 5 3

Total Inferior 8 8 14 3

Overall Comparability

Superior

(+++)

Inferior

(-------)

Inferior

(---------)

Similar

0

The value of the subject property is bracketed in the ranking of the comparable

sales in descending order according to desirability.

Comparable Price/Sq. Ft. Overall Comparability

1 $158.64 +++

Subject

4 $148.32 0

2 $117.36 -------

3 $108.00 ---------
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SALES COMPARISON APPROACH VALUE CONCLUSION

In terms of ranking the adjustments, the primary issue is location and proximity to the

waterfront. Comparable sale #4 is situated in Coney Island, one block from the beach and

Atlantic Ocean. Sale #4 is the most similar to the subject in proximity to the waterfront. The

subject is situated in a Flood Zone A and comparable sale #4 is also located in an A Flood

Zone and has a similar risk of flooding, development challenges and potential economic

impact as the subject. In terms of overall comparability sale #4 is the most reliable indicator

of value.

It is our opinion of the value of the subject land is $150.00 per square foot of land

area which results in the following land value estimate for the subject property:

VALUE CONCLUSION − SALES COMPARISON APPROACH

WASHINGTON STREET ROADBED

Land Area

(Sq. Ft. ±)

Price/Sq. Ft.

of Land Area

Fee Simple Land Value

Via Sales Comparison Approach

11,170 x $150.00 = $1,675,500.00

(Rounded) $1,700,000.00
38

The following is a summary of the indicated value of the entire Replacement

Property:

VALUE CONCLUSION − SALES COMPARISON APPROACH

WATER METER TESTING FACILITY, DOT PAINT SHED &
WASHINGTON STREET ROADBED

Indicated Value Via Sales Comparison Approach
39

Water Meter Testing Facility $1,400,000.00

DOT Paint Shed Sales Approach Value $1,700,000.00

Washington Street Roadbed Sales Approach Value $1,700,000.00

Total Indicated Value via Sales Comparison Approach $4,800,000.00

38 Predicated upon the hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional exception as

defined within the body of this report.
39 Predicated upon the hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional exception as

defined within the body of this report.
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The sales comparison approach was deemed a reliable and credible indicator of

value. Through a combination of quantitative and qualitative adjustments a value conclusion

was derived for the subject Water Meter Testing Facility, DOT Paint Shed Site and the

Washington Street Roadbed.
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COMPARABLE INDUSTRIAL VACANT LAND SALES LOCATION MAP

1 528 Park Avenue, Williamsburg, Brooklyn

2 37-41 15th Street, Gowanus, Brooklyn

3 8843-8845 76th Avenue, Glendale, Queens

4 1219-1231 Surf Avenue , Coney Island, Brooklyn
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LIST OF COMPARABLE INDUSTRIAL VACANT LAND SALES

Vacant Land Sale #1
Block 1736, Lot 1

528 Park Avenue
Williamsburg, Brooklyn, New York

Grantor/Grantee AM & G Waterproofing LLC &GWR Realty LLC/ Ropo LLC

Date of Sale (Recorded) 6/5/12 (6/19/12)

CRFN 2012000239670

Description Rectangular block-front parcel of land with 200± feet of frontage along Park
Avenue, located between Sanford and Walworth Streets. Land area is derived
from dimensions cited in legal description. The prior use of the site was
equipment storage for a contractor’s yard. The new owner filed an
application for permits for seven drywells estimated at $35,000.00 and for an
unspecified cost for curb cuts to be added. As these are costs specific to the
new owner’s needs, we did not adjust the sale price. Verified with
representative of GWR Realty. The property is located in a Flood Zone C.

Zoning (FAR) M1-1 (1.00: 16,450 sq. ft. max. FAR)

Land Area 16,450± sq. ft.

Indicated Sale Price $2,303,000.00

Sale Price/Sq. Ft. FAR $140.00

Sale Price/Sq. Ft. of Land $140.00
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TAX MAP – VACANT LAND SALE #1
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Land Sale #2
Block 1039, Lots 67-69

37-41 15th Street
Gowanus, Brooklyn

Grantor/Grantee 41 15th Street Realty Corp./Mega Tempering & Glass Corp.

Date of Sale (Recorded) 11/02/11 (12/01/11)

CRFN# 2011000418570, 71, 72.

Description Vacant lot sold for industrial development. Except for one small wall
extending from the section differentiated by the western door, the only
improvements were the decks of former buildings. The space was used for
exterior storage. The land area is obtained from the filed zoning diagram that
indicates construction of a new 25’ high industrial building with a mezzanine,
with parking. Subsequent to the sale, the lots have been merged into a single,
Lot 67. (Note: The door numbers are, starting from the west, #37, #39, and
#41.) Verified with representative of grantee. The property is located in a
Flood Zone B.

Zoning/FAR M2-1(2.00: 16,110 sq. ft. max. FAR)

Land Area 8,055± sq. ft.

Indicated Sale Price $894,999.00

Sale Price/Sq. Ft. FAR $55.56

Sale Price/Sq. Ft. of Land $111.11
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TAX MAP – VACANT LAND SALE #2
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Vacant Land Sale #3

Block 3856, Lots 204, 205&207

8843-8845 76th Avenue
Glendale, Queens, New York

Grantor/ Grantee 76th Avenue Realty Corp. (Lots 205-207) and A.F.C. Enterprises,
Inc.(Lot 204)/K-9 Realty Estate LLC

Date of Sale (Recorded) 4/28/11 (5/10/11)

CRFN- 2 Deeds Filed Simultaneously 2011000168106 (205 & 207) and 2011000168105 (204)

Description An irregular-shaped parcel of land located just off Woodhaven
Boulevard with 104.15± square feet of frontage on 76th Avenue. The
land was purchased to build a one- and part two-story 6,789± sq. ft.
industrial building with 22’ height ceilings and a 30 foot wide rear
yard, on Lots 205 & 207 and a one-story 4,342± sq. ft. distribution
showroom building on Lot 204 fronting on Woodhaven Boulevard,
with similar parking. The site area is obtained from the filed zoning
plan. Verified by purchaser’s attorney.

Zoning (FAR) M1-2 (2.00: 36,680 sq. ft. max. FAR)

Land Area 18,340± sq. ft.

Indicated Sale Price $1,600,000.00

Sale Price/Sq. Ft. FAR $43.62

Sale Price/Sq. Ft. of Land Area $87.24
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TAX MAP – VACANT LAND SALE #3
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Land Sale #4
Block 7266, Lot 261

1219-1231 Surf Avenue
Coney Island, Brooklyn

Grantor/Grantee Kansas Fried Chicken, Inc./Fox 18 Realty LLC

Date of Sale (Recorded) 07/22/10 (8/6/10)

CRFN# 2010000264983

Description Irregular-shaped, mid-block parcel of land. At the time of sale this property
was vacant. A new building permit was filed on 12/14/10 and a partial
permit was issued on 10/25/12 for the construction of a two-story,
commercial building to be utilized as an eating and drinking establishment
containing 14,717± square feet of gross building area. Verification is with
the broker involved with the transaction. The setback second floor space
will have patios. The building will reportedly house a Red Mango, a
Johnny Rocket’s and an Applebee’s. The land area is taken from the filed
plans. The property is located in a Flood Zone A.

Zoning/FAR C7-(FAR 2.6: 27,726 sq. ft. max. FAR)

Land Area 10,664± sq. ft.

Indicated Sale Price $1,344,000.00

Sale Price/Sq. Ft. FAR $48.47

Sale Price/Sq. Ft. of Land $126.03
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TAX MAP – VACANT LAND SALE #4
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CORRELATION AND VALUE CHOICE

In appraising the subject property, the three traditional valuation methods were

considered: the cost, income capitalization and sales comparison approaches. In all three

valuation methods, local market data is sought, when appropriate, for sales and offerings

of similar improved properties and tracts of vacant land, current prices for construction

materials and labor, rentals of similar properties and their operating expenses and current

rates of return on investments. From this data, value estimates may be developed for the

land and the property as a whole.

Cost Approach

This approach assumes that an informed purchaser would pay no more for a

property than the cost of producing a similar investment. The approach entails estimating

the value of the land as if vacant, which is then added to the depreciated value of the

improvements. This is considered a valid indicator when a property is new and there are

a sufficient number of land sales. Market participants generally do not consider the cost

to produce a similar asset and given the age of the Water Meter Testing Facility

improvements, an estimate of accrued depreciation would be highly subjective.

Therefore, we have not utilized this approach herein.

Income Capitalization Approach

The income capitalization approach values the future benefits (in the form of

steady income) from an income-producing property by measuring the potential net

income received. This approach is significant in determining the market value of a

property where investors purchase the income-producing real estate for its earning power.

The income capitalization approach was used for our highest and best use analysis

purposes. Under this approach, residual development models were created to arrive at a

residual value that results in the highest and best use of the subject property among the

financially feasible uses. Furthermore, the residual model was used for guidance of the

larger parcel determination for the Water Meter Testing Facility, DOT Paint Shed site
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and the Washington Street roadbed (Replacement Property) for which the discounted

cash flow analysis will included the valuation of the three sites as one larger parcel.

Specifically estimated in the development models were the market-derived rental

rates for the financially feasible uses. A search of the immediate DUMBO submarket

was conducted for actual leases and offerings for the various uses considered under this

approach. All of the rents/offerings were verified as to terms and conditions with a

knowledgeable party involved in the transaction, New York City Department of

Buildings and Department of Finance records were researched, and a physical exterior

inspection and photographs were taken of the rents/offerings.

The direct operating expenses and carrying costs for all phases of the

development were also estimated based on market participants and competing properties.

The rental absorption periods varied by use based on market expectations.

A market-derived vacancy and collection loss factor was estimated and subtracted

from the annual PGI estimate to derive the annual effective gross income (EGI). The

expenses incurred in the operation of the subject property were deducted from the EGI to

arrive at an annual net operating income.

We discounted the annual cash flows to a present value, with an estimated

reversionary value at the end of the projected holding period. The estimated property

value was the present value of the series of cash flows and the reversionary property

value at the end of the projected holding period less estimated disposition costs. To this

value, we added the present value of the tax savings, to arrive at the current value via the

income capitalization approach.

The strength of the development models is that they incorporate investor criteria

in terms of time, money and level of risk. Municipal approvals and building

renovations/construction were projected depending on use and level of risk associated in

obtaining that use. Absorption of completed space was based on market indicators of

supply and demand for each use. All of the comparable rentals researched and analyzed
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were recent transactions or current offerings in the DUMBO submarket and considered

competitive with the subject property. The rents were adjusted for such factors as market

conditions, size and property characteristics so they more accurately reflected the subject

property. Operating expenses were market-derived and have been deemed reasonable.

The Marshall Valuation Service Cost Manual was used to estimate the cost to construct

the proposed improvements. Lastly, market-derived residual capitalization rate(s) and

discount rate were applied that reflect the risk and return required for the various

developments depicted in the models. The weakness of the income capitalization

residual model is that it is highly sensitive and can fluctuate to extremes with changes in

variables.

We are of the opinion that as of March 22, 2013, the effective date of this

appraisal report, the market value of the fee simple estate of the Larger Parcel

Determination of the Replacement Property, predicated upon the hypothetical conditions,

extraordinary assumptions, limiting conditions and jurisdictional exception as defined

within the body of this report, was $6,300,000.00.

As indicated in the highest and best use section of this report, it is determined that

the larger parcel determination is not the highest and best use of the subject property.

However, the larger parcel should be valued as separate zoning lots because as one

zoning lot it does not produce the maximally productive value for the subject property.

Under the income capitalization approach, the market value of the fee simple

estate for the subject property Water Meter Testing Facility site as a separate zoning lot,

predicated upon the hypothetical conditions, extraordinary assumptions, limiting

conditions and jurisdictional exception as defined within the body of this report, was:

$3,300,000.00
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Under the income capitalization approach, the market value of the fee simple

estate for the subject property DOT Paint Shed site as a separate zoning lot, predicated

upon the hypothetical conditions, extraordinary assumptions, limiting conditions and

jurisdictional exception as defined within the body of this report, was:

$1,600,000.00

Under the income capitalization approach, the market value of the fee simple

estate for the subject property Washington Street roadbed site as a separate zoning lot,

predicated upon the hypothetical conditions, extraordinary assumptions, limiting

conditions and jurisdictional exception as defined within the body of this report, was:

$1,600,000.00

Under the income capitalization approach, the market value of the fee simple

estate for the subject property Replacement Property as available as three separate zoning

lots including the Water Meter Testing Facility, DOT Paint Shed site and the Washington

Street roadbed site, predicated upon the hypothetical conditions, extraordinary

assumptions, limiting conditions and jurisdictional exception as defined within the body

of this report, was:

$6,500,000.00

Sales Comparison Approach

The major premise of the sales comparison approach is the principle of substitution,

which states that an informed and knowledgeable purchaser would pay no more for a property

than the cost of acquiring an existing property of similar investment features. The sales

comparison approach was used herein to arrive at the value of the fee simple estate of the

subject property.

In the highest and best use analysis of the subject property as available under the larger

parcel determination, it was concluded that the maximally productive and highest and best use

of the subject property is to retain separate zoning lots for the three subject sites. The basis of

this conclusion was the loss of development rights that would result in a lower value overall for
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the larger parcel. Any value conclusion for the subject larger parcel under the sales comparison

approach would reflect this. The sales comparison approach was used in estimating the market

value of the fee simple estate of the each of the subject sites as separate zoning lots.

In our analysis of the subject Water Meter Testing Facility under the sales comparison

approach research of sales of industrial buildings in the immediate DUMBO area was

conducted; however the research indicates a dearth of comparable sales. We expanded our

search to other areas of Brooklyn and the outer boroughs that are experiencing change in use

for the neighborhood from industrial to commercial use. Our research revealed a data set of 16

sales and the market-sensitive elements of each sale were analyzed and compared to the subject

property, based on the sale price per square foot of GBA. All of the sales were verified as to

terms and conditions with a knowledgeable party involved in the transaction, New York City

Department of Buildings and Department of Finance records were researched, the ACRIS

website was searched for sales history of each, and a physical exterior inspection was made and

photographs were taken of the sales. From this data set of sales, we selected the four most

comparables sales to the subject property. The selected sales are situated in the Brooklyn

neighborhoods of Williamsburg, East Williamsburg and Gowanus.

Each sale was adjusted for essential differences between the sale and the subject, so that

the adjusted sale more closely resembled the subject. From the collection of adjusted sales, a

market value conclusion was made.

The subject DOT Paint Shed site and Washington Street roadbed site are valued under

the hypothetical condition that they consist of vacant land. Our research identified 14

meaningful transfers of industrial-zoned land sales throughout the New York City outer

boroughs market area and the market-sensitive elements of each sale were analyzed and

compared to the subject property, based on the sale price per square foot of land. All of the

sales were verified as to terms and conditions with a knowledgeable party involved in the

transaction, New York City Department of Buildings and Department of Finance records were

researched, the ACRIS website was searched for sales history of each, and a physical
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inspection was made and photographs were taken of the sales. From this data set of sales, we

selected the four most comparables sales to the subject property. The selected sales are situated

in the Brooklyn neighborhoods of Williamsburg, Gowanus, and Coney Island and the Queens

neighborhood of Glendale.

Each sale was adjusted for essential differences between the sale and the subject, so that

the adjusted sale more closely resembled the subject. From the collection of adjusted sales, a

market value conclusion of the subject land was made.

For property types that are bought and sold on a regular basis, the sales comparison

approach is the most straightforward and simplest way to explain and support value. The sales

comparison approach provides the best indication of value for owner-occupied commercial and

industrial properties. Buyers of income-producing properties usually concentrate on the

property’s economic characteristics. The subject property has been valued based on its

maximally productive financially feasible use as an income-producing property. The subject

property is located under and adjacent to the Manhattan Bridge, adjacent to the Brooklyn

Bridge Park and the East River, and has prime views of Lower Manhattan. Our research and

analysis did not uncover any sales of properties similar to the subject in terms of all of these

attributes, even when we broaden our geographic market area.

The Larger Parcel Determination under the income capitalization approach resulted in a

value of $6,300,000.00 as vacant. As a larger vacant parcel, the maximum yield of gross

building area is less than can be achieved for the subject property, as improved and as separate

zoning lots. The existing Water Meter Testing Facility building does not require parking;

however if the site were vacant, parking would be required and the maximum building area

would be less than what presently exists. It was determined that the highest and best use of the

subject property is to redevelop each of the sites as separate zoning lots to yield the maximally

productive use of the property. For this reason, the Larger Parcel Determination was not

performed in the sales comparison approach.
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The strength of the sales approach is that there was a sufficient data set of comparable

transactions to establish quantitative adjustments using regression analysis. After these

adjustments were made, qualitative adjustments were made and then each of the selected

comparables sales was ranked for comparability to the subject. This technique proved to be

reliable and produce credible value results.

Under the sales comparison approach, the market value of the fee simple estate for the

subject property Water Meter Testing Facility site as a separate zoning lot, predicated upon the

hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional

exception as defined within the body of this report, was:

$1,400,000.00

Under the sales comparison approach, the market value of the fee simple estate for the

subject property DOT Paint Shed site as a separate zoning lot, predicated upon the hypothetical

conditions, extraordinary assumptions, limiting conditions and jurisdictional exception as

defined within the body of this report, was:

$1,700,000.00

Under the sales comparison approach, the market value of the fee simple estate for the

subject property Washington Street roadbed site as a separate zoning lot, predicated upon the

hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional

exception as defined within the body of this report, was:

$1,700,000.00

Under the sales comparison approach, the market value of the fee simple estate for the

subject property Replacement Property as available as three separate zoning lots including the

Water Meter Testing Facility, DOT Paint Shed site and the Washington Street roadbed site,

predicated upon the hypothetical conditions, extraordinary assumptions, limiting conditions

and jurisdictional exception as defined within the body of this report, was:

$4,800,000.00
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RECONCILIATION AND FINAL VALUE CHOICES

The income approach reflects the risk level associated with the subject property,

which is partially under the Manhattan Bridge. The income approach measures the

impact of both the economic and functional utility of the subject property. The major

weakness of the income capitalization residual model is that it is highly sensitive and can

fluctuate to extremes with changes in variables.

The sales comparison approach provides the best indication of value for owner-

occupied commercial and industrial properties. The subject is an industrial building and

two vacant land parcels. The strength of this approach is that there was a sufficient data

set of comparable transactions to establish quantitative adjustments using regression

analysis and qualitative adjustments. This technique proved to be reliable and produce

credible value results.

Based on all of the above, we have placed most reliance on the sales comparison

approach, with a secondary reliance on the income capitalization approach. In the

income capitalization approach there were many assumptions made and small variations

in these assumptions can lead to greater divergence in value between the income

capitalization and sales comparison approaches.

We are of the opinion that as of March 22, 2013, the effective date of this

appraisal report, the market value of the fee simple estate of the for the subject property

Water Meter Testing Facility site as a separate zoning lot, predicated upon the

hypothetical conditions, extraordinary assumptions, limiting conditions and

jurisdictional exception as defined within the body of this report, was:

ONE MILLION FOUR HUNDRED THOUSAND DOLLARS
$1,400,000.00

We are of the opinion that as of March 22, 2013, the effective date of this

appraisal report, the market value of the fee simple estate for the subject property DOT

Paint Shed site as a separate zoning lot, predicated upon the hypothetical conditions,
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extraordinary assumptions, limiting conditions and jurisdictional exception as defined

within the body of this report, was:

ONE MILLION SEVEN HUNDRED THOUSAND DOLLARS
$1,700,000.00

We are of the opinion that as of March 22, 2013, the effective date of this

appraisal report, the market value of the fee simple estate for the subject property

Washington Street roadbed site as a separate zoning lot, predicated upon the hypothetical

conditions, extraordinary assumptions, limiting conditions and jurisdictional exception

as defined within the body of this report, was:

ONE MILLION SEVEN HUNDRED THOUSAND DOLLARS
$1,700,000.00

We are of the opinion that as of March 22, 2013, the effective date of this

appraisal report, the market value of the fee simple estate of the Replacement Property as

available as three separate zoning lots including the Water Meter Testing Facility, the

DOT Paint Shed site and the Washington Street roadbed site, predicated upon the

hypothetical conditions, extraordinary assumptions, limiting conditions and

jurisdictional exception as defined within the body of this report, was:

FOUR MILLION EIGHT HUNDRED THOUSAND DOLLARS
$4,800,000.00
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QUALIFICATIONS

The firm of Goodman-Marks Associates, Inc., with offices located at 170 Old Country

Road, Mineola, New York, and 420 Lexington Avenue, New York, New York, is a licensed

real estate broker in the State of New York. Members of the firm are licensed real estate

appraisers in the States of New York and New Jersey.

The firm has furnished real estate appraisals to financial institutions for mortgage and

sale purposes, and many of these valuation assignments have been performed throughout the

country.

The types of assignments that we typically handle encompass all facets of the real

estate appraisal/consultation spectrum. These have included office buildings (both urban and

suburban), shopping centers (strip, neighborhood and regional mall), freestanding department

stores, fast-food buildings, gas stations, apartment houses (both urban and suburban; high-rise

and garden type), cooperative and condominium residential housing (to be developed as well

as to be converted), mixed-use development, hotels and motels, industrial and warehouse

facilities and vacant land. Special types have included banks, auto showrooms, theaters,

schools, bowling alleys, golf courses, nursing homes, etc.

Members of the firm have testified as to the value of land and buildings before the

Supreme Court of the State of New York, the Court of Claims of New York State and the

United States Federal Court.

The above history, the additional personal experience, affiliations, numerous similar

properties appraised and education of the appraisers, as outlined on this and the following

pages, qualify them as competent to complete this assignment.
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MATTHEW J. GUZOWSKI, MAI, PRINCIPAL
GOODMAN-MARKS ASSOCIATES, INC.

GENERAL EXPERIENCE

Over 30 years as a commercial real estate appraiser and consultant

Testified as an expert witness – New York State Supreme Court, New York County
New York State Supreme Court, Queens County
New York State Supreme Court, Kings County
New York State Supreme Court, Nassau County
New York State Supreme Court, Suffolk County
U. S. Bankruptcy Court, Kings County
Civil Court of the City of New York, Kings County
Zoning and Arbitration Testimony, Nassau County

EMPLOYMENT

4/91 to Date: Goodman-Marks Associates, Inc.

Principal preparing narrative appraisal reports of income-producing and other
properties to determine market valuations. These reports are used for mortgage
purposes, settlement of estates, real estate tax certiorari actions and
condemnation cases.

1/83 to 4/91: New York City Economic Development Corporation
161 William Street
New York, New York

Vice President of appraisal services preparing narrative appraisal reports and
reviewing fee appraisals to determine the market value of real estate for
disposition, development and lease.

EDUCATION

College: St. John’s University
Degree: MBA – Finance
December, 1989

Queens College, C.U.N.Y.
Degree: BA – English
January, 1981

Professional: Appraisal Institute
Courses successfully completed:

1A1 - Real Estate Appraisal Principles
1A2 - Basic Valuation Procedures
SPP - Standards of Professional Practice
1BA - Capitalization Theory & Techniques - Part A
1BB - Capitalization Theory & Techniques - Part B
2-1 Case Studies in Real Estate Valuation
2-2 Report Writing and Valuation Analysis

Seminars attended:

Arbitration in Real Estate
Real Estate Financial Statement Analysis
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MATTHEW J. GUZOWSKI, MAI, PRINCIPAL
GOODMAN-MARKS ASSOCIATES, INC. (continued)

PROFESSIONAL MEMBERSHIP

Appraisal Institute - MAI Designation #10114
Long Island, New York Chapter
Chairman – Admissions Committee, Long Island Chapter, 2000-2006
Chairman – Budget & Finance Committee, Long Island Chapter, 2007
Treasurer – Long Island Chapter, 2007
Secretary – Long Island Chapter, 2008
Vice President – Long Island Chapter, 2009
Senior Vice President – Long Island Chapter, 2010
President – Long Island Chapter, 2011
REBNY – Membership I.D. #49202
Community Bankers Mortgage Forum

GUEST LECTURER New York University – Real Estate Institute

LICENSES Certified General Real Estate Appraiser
State of New York Certificate #468986
State of New Jersey Certificate #RG01461
State of Connecticut Certificate #RCG0001210
State of New Hampshire Certificate #NHCG-792
New York State Salesperson License #10401205644
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KATHLEEN RAIRDEN, MAI, SENIOR VICE PRESIDENT
GOODMAN-MARKS ASSOCIATES, INC.

GENERAL EXPERIENCE

Over 25 years as a commercial real estate appraiser and consultant.

EMPLOYMENT
1997 to Date Goodman-Marks Associates, Inc.

Senior Vice President preparing narrative appraisal reports of income-producing
and other properties to determine market valuations. These reports are used for
mortgage purposes, settlement of estates, real estate tax certiorari actions and
condemnation cases.

1995 to 1997 R.D. Geronimo Ltd.
Senior Appraiser

1988 to 1995 Raymond J. Paulsen Associates, Inc.
Senior Appraiser

EDUCATION
College: State University of New York at Oneonta

Degree: BS - Education

Professional: Society of Real Estate Appraisers
Courses successfully completed

Course 101
Course 102
Course 201
Course 202

Appraisal Institute:
Courses successfully completed

400 – National USPAP Update
410 – Standards of Professional Practice, Part A
420 – Standards of Professional Practice, Part B
430 – Standards of Professional Practice, Part C
510 – Advanced Income Capitalization
520 – Highest & Best Use and Market Analysis
Course 2-2

Seminars
Non-Residential Demonstration Appraisal Report Writing
Appraisal of Nursing Homes
Feasibility Analysis, Market Value and Investment Timing
Mathematically Modeling Real Estate Data
Attacking & Defending an Appraisal in Litigation

Various other real estate seminars and courses presented by the Appraisal
Institute, Mortgage Bankers Association of America, International Council of
Shopping Centers and New York University
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KATHLEEN RAIRDEN, MAI, SENIOR VICE PRESIDENT
GOODMAN-MARKS ASSOCIATES, INC. (continued)

PROFESSIONAL MEMBERSHIPS
Appraisal Institute - MAI Designation #12289
Long Island, New York Chapter
Co-chair - Public Relations Committee, Long Island Chapter 2000 - 2004
Vice-chair - Associate Member Guidance, Long Island Chapter 2006 - 2013
Vice-chair - Special Events Committee, Long Island Chapter 2008 - 2013
Vice-chair – Seminars General Committee, Long Island Chapter 2009 – 2010
Region IV Alternative Representative, 2013
Candidate Advisor, 2013
Director – Long Island Chapter, 2009-2011
Treasurer – Long Island Chapter, 2012
Secretary – Long Island Chapter, 2013

LICENSES Certified General Real Estate Appraiser
New York State Certificate #468643
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TONIA VAILAS, MAI, SENIOR VICE PRESIDENT
GOODMAN-MARKS ASSOCIATES, INC.

GENERAL EXPERIENCE

10 years as a commercial real estate appraiser and consultant

EMPLOYMENT

12/11 to Present: Goodman-Marks Associates, Inc. – Senior Vice President

Prepare narrative appraisal reports of income-producing and other property to
determine market valuations. These reports are used for mortgage purposes,
settlement of estates, litigation, real estate tax certiorari actions and condemnation
cases.

1/09 to 12/11: Goodman-Marks Associates, Inc., – Vice President

10/06 to 12/08: Goodman-Marks Associates, Inc. – Assistant Vice President

9/05 to 9/06: Goodman-Marks Associates, Inc. – Senior Staff Appraiser

7/03 to 8/05: Goodman-Marks Associates, Inc. – Staff Appraiser

EDUCATION

Professional: Appraisal Institute
Courses successfully completed:
Course 110 – Real Estate Appraisal Principles
Course 120 – Real Estate Appraisal Procedures
Course 410 – Standards of Professional Practice
Course 420 – Business Practices & Ethics
Course AQ1 – Fair Housing, Fair Lending & Environmental Issues
Course 310 – Basic Income Capitalization
Course 320 – General Applications
Course 510 – Advanced Income Capitalization
Course 520 – Highest and Best Use and Market Analysis
Course 530 – Advanced Sales Comparison & Cost Approaches
Course 540 – Report Writing and Valuation Analysis
Course 550 – Advanced Applications

College: Queens College, Flushing, New York
Bachelor of Arts Degree – May 2003
Major: Economics
Minor: Business and Liberal Arts

Coursework: Corporate & Intermediate Finance, Economics of the Internet, Introductory
Accounting, Critical Thinking in Business, Analytical Problem Solving and Decision
Making in Business, Oral Communication in the Workplace

Computer: Argus, MS Word, Excel, Lotus, Access, PowerPoint, QuickBooks, Internet

PROFESSIONAL MEMBERSHIP

Appraisal Institute - MAI Designation #451838 – Long Island, New York Chapter
Member – Special Events Committee, 2008, 2009, 2010
Member – General Liaison, 2010
Co-Chair – Attendance & Scholarship, 2011, 2012, 2013
Vice Chair – General Seminars, 2011, 2012
Member – Government Relations 2012, 2013
Region IV Alternate Representative – 2012, 2013
Co-Chair – General Education, 2013
Director – 2013
Candidate Advisor – 2013

LICENSE Certified General Real Estate Appraiser, State of New York Certificate #4646406
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DAVID M. ZUCKER, ASSISTANT VICE PRESIDENT
GOODMAN-MARKS ASSOCIATES, INC.

EMPLOYMENT

2/05 to Date: Goodman-Marks Associates, Inc.
1990-1994, 1986-1987

Staff Appraiser preparing narrative appraisal reports of income-producing and
other properties to determine market valuations. These reports are used for
mortgage purposes, settlement of estates, litigation, real estate tax certiorari
actions and condemnation cases.

9/94 to 3/05 Independent Appraiser

Prepared narrative appraisal reports of income-producing and other properties to
determine market valuations. These reports were used for mortgage purposes,
settlement of estates, litigation, real estate tax certiorari actions and
condemnation cases. Clients included Diversified Valuation Group, Regional
Appraisal, Eisenoff Appraisals, R&M Appraisals, Maltz Realty Services.
Regional Appraisal. Assignments included local and national appraisals of
cooperative properties.

6/87 to 11/90 Maltz Realty Services

Senior Appraiser for Greiner-Maltz preparing narrative appraisal reports of
industrial and other income-producing properties. These reports were used for
mortgage purposes, corporate planning, estate planning, and other business
related purposes.

10/82 to 2/86 Marvin Cohen & Associates

Narrative appraisals in the metropolitan area, with an emphasis on cooperative
conversion and new construction.

8/79 to 10/82 Howard Jackson Associates

Completed national assignments in 30 states and the metropolitan area. These
reports included hotel, office, industrial & retail properties.

EDUCATION
College: Long Island University

Degree – MBA Finance

Wagner College
Degree – B.A. History

Professional: Columbia Society of Real Estate Appraisers, Inc.
Member, CSA-G Designation

Real Estate Institute of New York University
Certificate Program and BOMA Mechanical Systems Courses
Completed majority of courses MS in Real Estate

American Institute of Real Estate Appraisers
Capitalization Exams and Case Study Exam

Mechanics Institute and New York Institute of Technology
Construction Courses

LICENSE

Certified General Real Estate Appraiser, State of New York Certificate #463175
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LARGER PARCEL – AS VACANT – RETAIL DEVELOPMENT40

40 Predicated upon the hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional exception as defined

within the body of this report.
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LARGER PARCEL – AS VACANT – RESIDENTIAL DEVELOPMENT41

41 Predicated upon the hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional exception as defined within the body of this report.
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WATER METER TESTING FACILITY – RETAIL DEVELOPMENT42

(DEMOLISH EXISTING IMPROVEMENTS)

42 Predicated upon the hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional exception as defined

within the body of this report.
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WATER METER TESTING FACILITY – RESIDENTIAL DEVELOPMENT43

(DEMOLISH EXISTING IMPROVEMENTS)

43 Predicated upon the hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional exception as defined within the body of this report.
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WASHINGTON STREET ROADBED AS VACANT – RESIDENTIAL DEVELOPMENT44

44 Predicated upon the hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional exception as defined within the body of this report.



13-190

GOODMAN-MARKS ASSOCIATES, INC.

DOT PAINT SHED – AS VACANT – RESIDENTIAL DEVELOPMENT45

45 Predicated upon the hypothetical conditions, extraordinary assumptions, limiting conditions and jurisdictional exception as defined within the body of this report.
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