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October 19, 2018

Mr. Lee Squitieri

Squitieri & Fearon LLP

32 East 57th Street, 12th Floor
New York, New York, 10022

Re: Gurney's Montauk Resort & Seawater Spa
290 0ld Montauk Highway
Montauk, New York
HVS Reference: 2018021465

Dear Mr. Squitieri:

Pursuant to your request, we herewith submit our narrative appraisal report
pertaining to the above-captioned hotel. We have inspected the real estate and
analyzed the destination resort hotel market conditions in the region. Qur report
has been prepared in accordance with, and is subject to, the requirements of the
Financial Institutions Reform, Recovery, and Enforcement Act (FIRREA) and the
Uniform Standards of Professional Appraisal Practice (USPAP), as provided by the
Appraisal Foundation. This letter of transmittal is not valid as an opinion of value if
detached from the supporting report.

The subject of the appraisal is the fee simple interest in a 10.61-acre (462,172-
square-foot) parcel improved with a luxury destination beach resort known as
Gurney's Montauk Resort & Seawater Spa. The structures comprising the resort
were originally constructed at various times between 1926 and 1979, but the
property received a comprehensive renovation between 2014 and 2016 which
essentially renewed the asset.

As of May 19, 2016, Gurney’s Montauk Resort began operating as a 146-room hotel,
where 109 of the rooms and all the public facilities are located on the subject parcel.
The remaining 37 rooms are on an adjacent parcel to the southeast, on property that
was previously operated as the Panoramic View (a resort hotel), and which is now
known as “Gurney’s Residences.” Along with the 37 hotel rooms, the former
Panoramic View includes 20 private residences, whose owners have access to the
Gurney’s Montauk Resort’s public facilities and services. Both properties have the
benefit of large private beaches.

The market value conclusion developed herein pertains only to the facilities located
on the Gurney’s Montauk Resort property, which includes 109 rooms (including five
cottages), five food and beverage outlets, 25,213 square feet of indoor and outdoor
meeting spaces, a 30,000-square-foot spa and salon, an indoor ocean-fed seawater
pool, a fitness center, a beach club, and a kids’ club.
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“This appraisal report was prepared for use by Squitieri & Fearon LLP in connection
with internal legal issues requiring a valuation of the subject property. This report
is intended for the addressee firm and their clients and may not be distributed to or
relied upon by other persons or entities.

We have undertaken the appraisal process, and based on our analysis have
concluded to the following opinion of the retrospective market value of the

property:

Date of Value March 28, 2018
Market Value Conclusion $115,000,000
Market Value Conclusion Per Room 1,055,000
Interest Appraised Fee Simple

The preceding market value conclusion excludes any value attributable to the
Gurney’s brand, which is also subject to this appraisal, but which value is not
attributable to the subject property’s real estate. The value of the Gurney’s brand is
presented separately, as part of the addenda to this narrative report.

Our appraisal makes no extraordinary or hypothetical assumptions. However,
various assumptions have been made that apply to this appraisal and our hotel
appraisals in general. These items are set forth in the Assumptions and Limiting
Conditions chapter of this report.
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We hereby certify that we have no undisclosed interest in the property, and our
employment and compensation are not contingent upon our findings. This study is
subject to the comments made throughout this report and to all assumptions and
limiting conditions set forth herein.

Sincerely,
TS Worldwide, LLC

Rodney G. Cough, MAI, President - Americas

rclough@hvs.com, +1 (214) 629-1136
State Appraiser License (NY) 46000052426

R sl N~

Anne R. Lloyd-Jones, CRE

Senior Managing Director, Director of Consulting & Valuation
alloyd-jones@hvs.com, +1 (516) 248-8828 ext. 208

State Appraiser License (NY) 46000037602

S. R

Erich Baum, CRE

Senior Vice President

ebaum@hvs.com, +1 (603} 502-6625

State Appraiser License (NY) 46000051318
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1. Summary of Salient Data and Conclusions

Property:
Location:

Interest Appraised:

Highest and Best Use (as improved):

LAND DESCRIPTION

Gurney's Montauk Resort & Seawater Spa
290 0Old Montauk Highway

Montauk, New York 11954

Suffolk County

Fee Simple

Full-service, beach resort lodging facility

Area: 10.61 acres, or 462,172 square feet
Zoning: A - Residential

Assessor's Parcel Number: District 300, Section 87, Block 3, Lot 28.001
FEMA Flood Zone: X and VE

IMPROVEMENTS DESCRIPTION

Year Opened: 1926-1979

Most Recent Renovation: 2014-2016

Property Type: Luxury destination beach resort

Building Area: 103,279 square feet

Number of Buildings: 18

Number of Stories: Variable, one to four

Guestrooms: 109

Meeting Space: 25,213 square feet (7,553 square feet indoors)

Public Facilities:

Parking Spaces:

October-2018

Five food and beverage outlets, a 30,000-square-foot spa
and salon, an indoor heated saltwater pool, a fitness center,
a beach club, and a kids’ club

171 (surface lots)

Summary of Salient Data and Conclusions 8
Gurney's Montauk Resort & Seawater Spa Montauk, New York
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EXTERIOR VIEW PRIVATE BEACH

October-2018 Summary of Salient Data and Coniclusions 9
Gurney’s Montauk Resort & Seawater Spa Montauk, New York
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TYPICAL GUESTROOM TYPICAL GUESTROOM

FIGURE 1-1  HISTORICAL AND PROJECTED ROOMS REVENUE METRICS

Occupancy Average Rate RevPAR
Year Total % Change Total % Change Total % Change
2017 Historical * 63.9 % $635.17 $405.90
2018 64.0 0.2 % 673.10 6.0 % 430.78 61 %
2019 Stabilized 64.0 0.0 703.39 4.5 450.17 4.5

*Reflects adjustments for recovery of paid occupancy displaced by timeshare unit owners
(calculations presented in "Occupancy and Average Rate Forecast" chapter)

FIGURE 1-2  HISTORICAL AND PROJECTED REVENUE AND EXPENSE METRICS

Total Revenue House Profit EBITDA Less Replacement Reserve
% % Profit % Profit
Year Total Change Total Change Ratio Total Change Ratio
2017 Historical * $38,589,000 $8,426,000 21.8 % $4,612,000 120 %
2018 40,163,000 41 % 10,179,000 20.8 25.4 6,228,000 350 % 155
2019 Stabilized 41,509,000 34 10,757,000 5.7 25.9 6,682,000 723 16.0

*Adjusted to account for impacts of timeshare occupancy, Gurney's Residences revenue and expense, and the recovery of paid
occupancy previously displaced by timeshare unit owners

October-2018 Summary of Salient Data and Conclusions 10

Gurney's Montauk Resort & Seawater Spa  Montauk, New York
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FIGURE 1-3  SUMMARY OF INVESTMENT PARAMETERS AND MARKET VALUE OPINIONS B

As Is

Date of Value March 28, 2018
Nummber of Ropms 109
Interest Appraised Fee Simple
Exposure Time {Months) Six to Twelve
Approaches to Value
INCOME CAPITAI.IZATION APPROACH $115,000,Q00

Per Room -1,055,000
Cap Rate - Historical TTM NOI 4.0%
Cap Rate - Year One'NQI ) 5.4
Cap Rate - Deflated Stabilized NOI 5.7
SALES COMPARISON APPROACH $109,000,000 -

$122,000,000

COST APPROACH N/A
Land Value $37,500,000
Reconciléed Value-Opinion
Real Property Value $113,640,000
Personal Property Value 1,360,000
Intangibje Property Value oy Zeen 10
Reconciled Value $115,000,000

PerRoom 1,055,000

October-2018 Summary of Salient Data and Conclusions 1 1

Gurney's Montauk Resort & Seawater Spa Montauk, New York
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2. Nature of the Assignment

Subject of the
Appraisal

Property
Rights Appraised

The subject of the appraisal is the fee simple interest in a 10.61-acre (462,172-
square-foot) parcel improved with a luxury destination beach resort known as
Gurney's Montauk Resort & Seawater Spa. The structures comprising the resort
were originally constructed at various times between 1926 and 1979, but the
property received a comprehensive renovation between 2014 and 2016 which
essentially renewed the asset.

Gurney’s Montauk Resort is currently operated as a 146-room hotel, where 109 of
the rooms and all the public facilities are located on the subject parcel. The
remaining 37 rooms are on an adjacent parcel to the southeast, on property that
was previously operated as the Panoramic View (a resort hotel), and which is now
known as “Gurney’s Residences.” Along with the 37 hotel rooms, this adjacent
property includes 20 private residences, whose owners have access to Gurney'’s
Resort’s public facilities and services.

The market value conclusion developed herein pertains only to the facilities located
on the Resort property, which includes 109 rooms (including five cottages), five
food and beverage outlets, 25,213 square feet of indoor and outdoor meeting spaces,
a 30,000-square-foot spa and salon, an indoor heated saltwater pool, a fitness
center, a beach club, and a kids’ club.

Situated in Montauk, at the tip of Long Island’s south fork peninsula, with access to
a 2,000-foot private beach, Gurney’s Resort has an exceptional location. With the
completion of a comprehensive renovation between 2014 and 2016, the facilities
and services are now equal to the location. The resort is iconic, representing a
trophy-caliber asset.

The hotel's civic address is 290 Old Montauk Highway, Montauk, New York, 11954,

The property rights appraised are the fee simple ownership of the real and personal
property. The fee simple estate is defined as “absolute ownership unencumbered by
any other interest or estate, subject only to the limitations imposed by the
governmental powers of taxation, eminent domain, police power, and escheat."!

The Gurney's Montauk Resort & Seawater Spa is appraised as an open and operating
facility.

! Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th ed. (Chicago: Appraisal
Institute, 2015).

October-2018

Nature of the Assignment 1 2
Gurney's Montauk Resort & Seawater Spa Montauk, New York
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]

The objective of the appraisal is to develop an opinion of the subject property’s “as
is” market value. The following definition of market value has been agreed upon by
the agencies that regulate federal financial institutions in the United States:

The most probable price which a property should bring in a competitive and
open market under all conditions requisite to a fair sale, the buyer and seller
each acting prudently and knowledgeably, and assuming the price is not
affected by undue stimulus. Implicit in this definition are the consummation
of a sale as of a specified date and the passing of title from seller to buyer
under conditions whereby:

1.  buyer and seller are typically motivated;

2. both parties are well informed or well advised, and acting in what
they consider their own best interests;

a reasonable time is allowed for exposure in the open market;

4. payment is made in terms of cash in U.S. dollars or in terms of
financial arrangements comparable thereto; and

5. the price represents the normal consideration for the property sold
unaffected by special or creative financing or sales concessions
granted by anyone associated with the sale.2

“As is” market value is defined by the Appraisal Institute as follows:

The estimate of the market value of real property in its current physical
condition, use, and zoning as of the appraisal date.3

The effective date of the "as is" market value opinion is March 28, 2018, the date of
merger, as defined below. Erich Baum, CRE, inspected the subject property on
March 28, 2018 and participated in the research for this assignment and assisted in
the report’s preparation. Anne R. Lloyd-Jones, CRE and Rodney G. Clough, MAI
participated in the analysis and reviewed the findings but did not personally inspect

the property.

Prior to May 2013, the subject property was owned by Gurney's Inn Resort & Spa,
Ltd, a cooperative time-sharing corporation controlled by the Monte Family. The
timeshare corporation was formed in 1982 and sales continued through the 1980s.
Available timeshare intervals totaled 5,668, representing the product of 52 weeks
peryear and 109 units. The unsold inventory (slightly more than half) was retained
by the Monte Family, which also operated the resort.

2 Federal Register, Vol. 75, No. 237, December 10, 2010: 77472.
® Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th ed. (Chicago: Appraisal

Institute, 2015).

October-2018

Nature of the Assignment 1 3
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The ownership structure became increasingly financially distressed through the
2000s and was facing liquidation early in the current decade. In May 2013, the trust
controlling the unsold inventory sold its assets to 290 Old Montauk Associates, LLC,
whose principals include George Filopolous and Lloyd Goldman. The assets included
the mortgage held on the property, the trust’s interest in the unsold Class A Shares,
all outstanding Class B shares, and the service mark “Gurney’s Inn" as registered
with the United States Patent and Trademark office. In addition, all parties to
litigation were released and certain employment agreements were modified.

As part of the sale, the buyer, 290 Old Montauk Associates, LLC and the owners of
the outstanding Class A shareholders established a memorandum of understanding,
providing the shareholders with three options:

a. sell their shares to 290 Old Montauk Associates, LLC at a price set forth
in the memorandum and continue to use their unit for 2013, subject to
payment of the annual maintenance;

b. surrender their shares to the Corporation and receive a refund for any
maintenance paid for 2013, but retain the right to use their unit through
December 31, 2017;

c. remain a shareholder, pay maintenance annually through December 31,
2017 and be entitled to receive a pro-rata share of the net sale proceeds,
as defined, upon sale of the corporation’s property.

In addition, maintenance charges for 2013 were reduced by $3.78 per share and an
annual maintenance guarantee of $15.10 per share is in effect through December
31, 2017. Furthermore, 290 Old Montauk Associates, LLC advanced the corporation
$1,675,000 to cover the costs of attorney fees as well as other costs associated with
the change in management of the corporation. The amount required monthly
interest-only payments at 6.5% per annum through the time the corporation
refinanced its outstanding debt, at which point refinancing proceeds would satisfy
the obligation. Finally, 290 Old Montauk Associates, LLC received the option to
acquire all Class A shares in treasury and the unsold shares in consideration for the
surrender of all Class B shares.

Effective January 1, 2018, the corporation terminated all proprietary leases and
reportedly commenced efforts to sell the resort, in conformance with the terms of
the 2013 acquisition. Eastdil Secured was retained to represent the property owner
in the disposition process and arrange the sale. Property ownership reported that
there were no offers on the asset.

The current economic environment is characterized by healthy investor appetite for
institutional-grade, trophy-caliber hotel real estate such as the subject property.
(See the “Most Probable Buyer” and “Marketing and Exposure Periods” sections
below.) The lack of serious interest in the asset is illogical and suggests that one or

October-2018

Nature of the Assignment 1 4
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more of the two following limiting factors were present: a) the marketing period
was somehow constrained or abbreviated; and/or b} the asking price was too high.

We have received a copy of the engagement letter between Eastdil Secured, LLC and
290 01d Montauk Associates, LLC. The letter is dated December 13, 2017 and grants
Eastdil the right to sell the property until February 28, 2018, a period of 77 days.
Given the time necessary to start the process in earnest, the grant period is
approximately two months. We analyze typical marketing periods for assets of this
sort later in this section and estimate the appropriate period for the subject
property to be six to twelve months. As such, it appears that Eastdil’s marketing
period was insufficient and inconsistent with the typical practices required to
achieve a market transaction. Moreover, January and February are the most difficult
months to show and market a destination resort in the Northeastern United States,
due to inclement weather and reduced resort activity. Thus, the timing of the
offering was also likely to undermine the marketing process.

HVS has also reviewed the Eastdil Secured offering memorandum, which is the
primary marketing document relied upon by potential buyers. The document is
atypically abbreviated and includes no historical operating data or economic
market analysis of any sort. Such circumstances encourage a potential buyer to
conclude that the property is economically challenged, which is not the case.

Based on these factors (the abbreviated marketing period and the lack of historical
operating data in the offering memorandum), it is reasonable to conclude that the
marketing effort was insufficient and would be extremely unlikely to attract an
appropriate pool of potential buyers, which is elemental to the definition of a fair
market sale.

We did not receive information as to the list price. It's possible no such price was
named as part of the process.

Because the property was not sold by April 1, 2018, an alternate shareholder
remuneration process was triggered. The remaining Class A shareholders could
legally require 290 Old Montauk Associates, LLC to purchase their shares based on
an appraisal of the property. The following commentary relating to this process is
based on information reported to The East Hampton Star, in an article entitled
“Time’s Up for Gurney’s Timeshare Owners,” dated April 4, 2018. We have not
independently confirmed the content.

Property ownership approved a plan on March 29, 2018 to buy out the inn’s
timeshare owners and take full control of the property. Mr. George
Filopoulos, the head of 290 Old Montauk Highway Assaciates, the company
that purchased the oceanfront resort in 2013 and holds the majority of its
shares, presented a plan that officially merges Gurney's with his company.
Mr. Filopoulos, the president of Metrovest Equities in Manhattan, a real
estate development firm, characterized the approval as strictly procedural,

Nature of the Assignment 1 5
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following a prior decision by Gurney’s board of directors to proceed with
the merger and the buyout. According to documents sent to timeshare
owners, Mr. Filopoulos’s company commissioned an appraisal from CBRE in
February 2018 that valued the 11-acre property at $84 million. Using the
appraised value to calculate payouts to shareholders, the company
determined that for every 100 shares, which amount to a week’s stay at the
property, the shareholder would receive $11,881.

Our appraisal was commissioned by certain shareholders party to this process
concerned that the CBRE appraisal of the subject property’s market value did not
appropriately evaluate the property, resulting in a value conclusion that they
believed to be below the market value.

Since the May 2013 acquisition, the subject property has been operated by Gurney’s
Inn Resort & Spa, Ltd,, an affiliate of the property owner, with fees deducted at 2.0%
of total revenue, which is logical considering that the hotel’s food and beverage
facilities are managed separately by LDV Hospitality (see below).

The property has continued to operate under the Gurney’s name, although it was
changed from “Gurney’s Inn” to “Gurney’s Montauk Resort & Seawater Spa” after the
acquisition. The Gurney’s name has been further expanded to affiliation with two
additional properties in the past two years:

e InFebruary 2017, Metrovest Equities and BLDG Management acquired the 257-
room Hyatt Regency in Newport, Rhode Island for a reported price of $85
million, with another $18 million allocated for subsequent renovations, bringing
the total cost basis up to $103 million, or approximately $401,000 per room. The
buyer renamed the hotel the “Gurney’s Newport Resort & Marina.”

e InMay 2018, Metrovest Equities and BLDG Management acquired the 107-room
Montauk Yacht Club Resort & Marina for a reported $57.6 million, with another
$13 million allocated for subsequent renovations, bringing the total cost basis
up to $70.6 million, or approximately $660,000 per room. The property is now
known as “Gurney’s Montauk Yacht Club & Resort.”

The extent to which the Gurney’s name provides a brand identity and marketing
platform for these hotels will be measured by their economic performance, which is
unknown to the appraisers. In the case of the subject property and our valuation
herewith, we have allocated a total of 3.0% of total revenue as income attributable
to the subject property’s intangible personal property, deducted in the form of a
management fee. In the event the subject property was managed by an independent
third party, the management fee would likely be in the range of 2.0% of total
revenue, given the large amount of food and beverage revenue the resort generates.
The additional 1.0% of total revenue is our estimate of income attributable to the
Gurney’s name, in the form of goodwill and the value of the resort’s name
recognition, and the combined impact on the property’s economic return. The
Gurney’s name goes back to the property’s origins in the 1920s but is also attached

Nature of the Assignment 1 6
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to the resort’s declining quality through the 2000s and its near liquidation in the
early 2010s. The 2014-2016 renovation essentially renewed and elevated the name
at the same time, attaching it to a luxury caliber lodging product.

In December 2015, a single-purpose legal entity called Panoramic Partners acquired
the 65-unit resort hotel property formerly known as Panoramic View for a reported
$70 million, or approximately $1.08 million per room. The property was at the
center of a Ponzi scheme scandal and was sold by a government agency charged
with recovering as much equity as possible for defrauded investors.

The property is adjacent to the subject Gurney's Montauk Resort, and the two
properties have partially overlapping ownership, including George Filopolous’s
Metrovest Equities and Lloyd Goldman’s BLDG Management, who have a controlling
interest in the subject Gurney’s Montauk Resort. At the time of sale, the Panoramic
View included 12 townhomes, three oceanfront cottages, and 50 hotel rooms. The
buyers subsequently renovated the property and created 20 private residences and
37 hotel rooms. It reopened as Gurney’s Residences on May 19, 2016, with the 37
rooms leased to Gurney’s Resort ownership. The lease agreement was dated May
19, 2016, by and between Panoramic Partners LLC ("Owner”), and Gurney’s Inn
Resort & Spa, Ltd. (“Tenant”). The two-year lease had the effect of folding the 37
hotel rooms into the operation of the adjacent Gurney’s Montauk Resort, which
resort property is also operated by the entity defined in the agreement as the
Tenant. There is overlap in the ownership groups involved in the Gurney’s Resort
and the Gurney’s Residences. According to the audited financial statements
prepared by PKF O’Connor Dairies, LLP, for calendar years 2017 and 2016, the lease
agreement was not renewed at the end of the initial term and expired on May 19,
2018. It was still in effect as of the date of value, March 28, 2018.

In May 2015, property ownership entered into a ten-year agreement with LDV
Montauk, LLC, an affiliate of LDV Hospitality, to operate and manage all the food and
beverage facilities. Fees include 5.0% of gross sales and an incentive fee equal to
10% of net profits, against a minimum fee of $250,000 per annum. During 2017 and
2016, management fees totaled $980,165 and $770,254, respectively, which
expenses are included in the hotel’s food and beverage departmental expenses. The
2017 management fees equated to approximately 6.0% of the departmental
revenue, and 2.5% of total property revenue (Gurney’s Resort only).

The subject property is a trophy-caliber hotel asset. Hotels qualify as trophies
through a combination of exceptional building improvements and furnishings, an
ultra-luxury level of service, and a prime location typical characterized by extremely
high barriers to entry. Assets of this sort are often termed “irreplaceable,” owing
either to a) zoning restrictions that would prevent construction on the subject land
if it were again vacant, or b} unique and usually historic architectural and design
features that could not be cost-justified in the present day. The subject property
qualifies as a trophy primarily because of its location, but with the completion of a

October-2018
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comprehensive multi-year renovation in 2016, the physical improvements are on a
par with the location.

Trophy-caliber hotel assets are typically acquired by institutional investors or ultra-
wealthy private investors, sometimes in partnership with other ultra-wealthy
private investors. This profile represents the most probable buyer of the subject
hotel. A buyer of an asset such as the subject property typically contracts with a
third-party management company, or owner-operates through an affiliated
company.

This appraisal report was prepared for use by Squitieri & Fearon LLP in connection
with internal legal issues requiring a valuation of the subject property. This report
is intended for the addressee firm and their clients and may not be distributed to or
relied upon by other persons or entities.

“Extraordinary Assumption” is defined in USPAP as follows:

An assignment-specific assumption as of the effective date regarding
uncertain information used in an analysis which, if found to be false, could
alter the appraiser’s opinions or conclusions. Comment: Uncertain
information might include physical, legal, or economic characteristics of the
subject property; or conditions external to the property, such as market
conditions or trends; or the integrity of data used in an analysis.4

Our appraisal makes no extraordinary or hypothetical assumptions. However,
various assumptions have been made that apply to this appraisal and our hotel
appraisals in general. These items are set forth in the Assumptions and Limiting
Conditions chapter of this report.

The concepts of marketing period and exposure period are similar and simply
reflect different perspectives in time. Exposure period is defined as the estimated
length of time that the property interest being appraised would have been offered
on the market prior to the hypothetical consummation of a sale at its market value,
as of the date of value. The exposure period reflects a retrospective opinion based
on an analysis of past events and assumes a competitive and open market.
Marketing period refers to the amount of time necessary to market the hotel
following our date of value for it to sell for the appraised value, and thus is a
prospective opinion.

The marketing and sales process for hotels is efficient. Brokers specializing in hotel
transactions actively solicit potential buyers on an ongoing basis and maintain
databases on hotel investor criteria. According to the brokers interviewed, the
current period from when a property is listed to when the sale closes is typically six

+The Appraisal Foundation, Uniform Standards of Professional Appraisal Practice, 2018-2019
ed.

Nature of the Assignment 18
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to nine months. Brokers can electronically produce marketing materials, elicit
interest, schedule property tours, accept offers, and select a buyer in approximately
90 to 120 days. Following the execution of a purchase and sale agreement, the due
diligence and closing period is typically 90 days.

With continued strong operating performance, hotel properties are actively sought-
after by investors. Financing remains readily available from a variety of sources,
including balance-sheet lenders, life insurance companies, and CMBS lenders, as
well as local sources for smaller loans. Marketing time has bracketed the six- to
seven-month timeframe since mid-year 2014 and remains near six months across
most property-type categories thus far in 2018, reflecting the health of the hotel
transaction market.

Published surveys report marketing time, not the exposure period. The following
table illustrates marketing periods reported in recent surveys.

FIGURE 2-1  MARKETING PERIODS (MONTHS)

) PWC Investor
HVS. er'o"ifers Survey _ USRC -‘Hot_el Survey Survey
Property Type Spring 2018 *__ Winter2018 ist Quarter '18
Luxury/Upper-Upscate 2.0t09.0 - 3.0t0.12.0 _
Avergge 57 - 6.8
Full-Service 3.0t0 10.0 4.0t0 12.0 3.0t0 9.0
Average 6.7 71 6.0
Select-Service 2.0t0 10.0 - 2.0t015.0
‘Average 54 - .6.6
Limited-Service 3.0to0 10.0 5.0t0 12.0 2.0t0 12.0
Average 55 7.9 6.7

) Brokérs Survey (Months)

Limited-Service
Select-Service

Full-Service

Luxury/Upper-Upscale :
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Our opinion is that the exposure period for the subject property, prior to our date
of value, is estimated to be six to twelve months, while the marketing period for the
subject property, subsequent to our date of value, is six to twelve months.

Scope of Work The methodology used to develop this appraisal is based on the market research
and valuation techniques set forth in the textbooks authored by Hospitality
Valuation Services for the American Institute of Real Estate Appraisers and the
Appraisal Institute, entitled The Valuation of Hotels and Motels,5 Hotels & Motels:
Valuations and Market Studies, The Computerized Income Approach to Hotel/Motel
Market Studies and Valuations,” Hotels and Motels: A Guide to Market Analysis,
Investment Analysis, and Valuations,® and Hotels and Motels - Valuations and Market
Studies,® as well as in accordance with the Uniform System of Accounts for the
Lodging Industry (USALI).

The results of the appraisal are based on the analysis conveyed in this report. The
analyses, opinions, and conclusions were developed based on, and this report has
been prepared in conformance with, our interpretation of the guidelines and
recommendations set forth in USPAP.

5 Stephen Rushmore, The Valuation of Hotels and Motels. (Chicago: American Institute of
Real Estate Appraisers, 1978).

¢ Stephen Rushmore, Hotels, Motels and Restaurants: Valuations and Market Studies.
(Chicago: American Institute of Real Estate Appraisers, 1983).

7 Stephen Rushmore, The Computerized Income Approach to Hotel/Motel Market Studies and
Valuations. (Chicago: American Institute of Real Estate Appraisers, 1990).

# Stephen Rushmore, Hotels and Motels: A Guide to Market Analysis, Investment Analysis,
and Valuations (Chicago: Appraisal Institute, 1992).

¥ Stephen Rushmore and Erich Baum, Hofels and Motels — Valuations and Market Studies.
(Chicago: Appraisal Institute, 2001).

October-2018 Nature of the Assignment 20
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3. Description of the Real Estate

LAND

The suitability of the land for the operation of a lodging facility is an important
consideration affecting the economic viability of a property and its overall value.
Factors such as size, topography, access, visibility, and the availability of utilities
have a direct impact on the desirability of a particular site.

The subject property is located on the farthest eastern reaches of Long Island, on
the southern shore, approximately 110 miles east of New York City, in the area
generally referred to as “The Hamptons.” The street address of the Gurney's
Montauk Resort & Seawater Spa is 290 Old Montauk Highway, Montauk, New York,

11954.

The following pages contain maps and photographs depicting the site and its
location.
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PARCEL MAP
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The subject site measures approximately 10.61 acres, or 462,172 square feet. The
following table identifies the subject parcel’s borders.

FIGURE3-1 _SUBJECT PARCEL BORDERS _

Direction Border

North Old Montauk Highway
South Atlantic Ocean

East Private Residential
West Gurney's Residences

The subject site’s shape is slightly irregular but generally rectangular. The
topography slopes downward sharply from north to south, with the improvements
terraced on the site, thereby maximizing views of the ocean from the guestrooms,
food and beverage outlets, and meeting rooms. We are not aware of any prospects
for expansion of the existing facilities, whether in the form of excess land or permits
for new buildings. The land has exceptional physical utility with respect to its
current use, due to its size and coastal setting.

Apart from its shorefront location, the subject property's accessibility from New
York City is its primary strategic advantage. The resort is located 110 miles to the
west of New York City; motorists arriving from New York City and other points west
follow Interstate 495 (the Long Island Expressway) eastbound to Exit 70, use Route
111 southbound to access Route 27 (Sunrise Highway) eastbound. Route 27
becomes the primary arterial serving The Hamptons and becomes known as the
Montauk Highway in the subject site’s vicinity. Approximately two miles west of the
subject site, the Montauk Highway forks, with the 0ld Montauk Highway continuing
along the coast, providing a connection to the subject property. The property’s
presence and signage on Old Montauk Highway is sufficiently conspicuous to be
readily identifiable by first-time visitors.

Gurney's Inn guests arriving from New England will typically connect to Long Island
via the New London-Orient Point ferry. From Orient Point, motorists follow Route
25 to Greenport, connect to the Shelter Island Ferry via Route 114, cross Shelter
Island to the Sag Harbor Ferry, and continue south to Route 114’s intersection with
Route 27, near East Hampton. Motorists turn left (eastbound) onto Route 114 and
follow the directions noted above.

The most proximate commercial airport to the subject property is Long Island
MacArthur Airport (also known as Islip Airport), which is in Islip, New York,

October-2018
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approximately 60 miles west of the subject property. The airportis in the immediate
vicinity of Interstate 495. Motorists use the driving directions noted above.

The subject neighborhood may be defined by the Atlantic Ocean to the south,
Montauk Highway to the north, Hither Hills State Park to the west, and Overlook
Park to the east. The neighborhood is primarily residential, with commercial
development limited to a series of small inns, guest houses, bed-and-breakfast inns,
and the subject resort. The quality of the surrounding development is generally
supportive of the subject resort; the residential neighborhoods to the north are of
high quality. The neighborhood can be categorized as stable and healthy, with no
new development currently underway. Because the neighborhood is zoned for one-
acre residential lots, no new commercial development is legal. Only the renovation
or redevelopment of existing commercial operations is permitted.

The subject neighborhood lacks retail, restaurants, or personal services beyond
those offered on-site at the subject property. The subject property is one of the
larger commercial operations in the Hamptons due to the large scale of its food-and-
beverage and spa-and-salon operations. In this regard, the property functions as its
own neighborhood. Otherwise, guests seeking restaurant or retail services can find
top-quality commercial neighborhoods within short drives to both the west and the
east, in the downtown village districts of Amagansett and Montauk, respectively.

The following table summarizes the subject property’s zoning details.

Description of the Real Estate 26
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FIGURE 3-2 ZONING

Municipality Governing Zoning
Current Zoning
Permitted Uses, by Right
By Right
By Special Permit
Current Use
Hotel Allowed
Is Current Use Permitted?
Is Change in Zoning Likely?
If Damaged or Destroyed
Development Standards
Maximum G:.rc;s:s;:FIoor' Area
Minimun Lot Size
Minimum Lot Width
Maximum Height
Maximim Building Coverage
Maximuin Lot queraé‘e
Minimum Setbacks:
Front Yard
StreetSide Yard
Interior Side Yard
Réar Yard

Town of Easthampton
Residential A

Single Family Residence, Park, or Nature Preserve
Membership club, tennis club, fire station, public utility
Resort Hotel

No

Grandfathered, legally non-conforming

No

Reconstructed pending special permits

Lesser of a) 20,000 sf or b) 10% of Lot Size Plus 1,000.sf
40.960 sf

160feet

25 feet

15%

40%

40feet
20feet
20feet
20feet

The zoning analysis primarily bears upon our valuation of the subject land, which
assumes the land is vacant and sold for residential development. Otherwise, our
appraisal assumes that all necessary permits and approvals have been secured and
that the subject property was constructed in accordance with local zoning
ordinances, building codes, and all other applicable regulations.

The subject site is in a mix of two flood zones, X and VE. Most of the lands, including
all the building improvements, are in the X zone, with the southernmost portion of
the land in the VE zone. The following site survey identifies the dividing line for the

two flood zones.
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SITE SURVEY SHOWING FLOOD ZONE DIVISION
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Other Land-Related
Assumptions

The X flood zone is defined as areas outside the 500-year flood plain; areas of the
500-year flood; areas of the 100-year flood with average depths ofless than one foot
or with drainage areas less than one square mile and areas protected by levees from
the 100-year flood.

The VE flood zone is defined as areas of the 100-year flood with average depths of
less than one foot or with drainage areas less than one square mile and areas
protected by levees from the 100-year flood.

Other land-related assumptions relating to this appraisal are noted in the following
table.

October-2018
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FIGURE3-3  OTHER LAND-RELATED ASSUMPTIONS
Utilities Our 'apprai’sal assumes that the subject site is served by all necessary
utilities, at market costs.

‘Easements and Enckbachments  We-are not aware of any easements or encroachments eﬁbumbering the
property that would Signifjéa’qtlv affect its utility or marketability.

Soil and Subsoil Conditions Geological and soil reports were not provided to us or made available for our
i review during the preparation of this report. We are not qualified to
evaluate soil i:on‘di_tions other than by avisual inspection of the surface; no
extraordinary conditions Were apparent. '

Nuisances and Hazards We were not informed of any site-specific nuisances or hazards, and there
were no.visible sighs of toxic ground contaminants at the time of our
inspection. Because we aré not experts in this field, we do not warrarit the
a‘bsenée of hazardous waste and urge the reader to obtain an independent
anaiysis of these factors.

Conclusion The subject land is extremely strategic due to its waterfront location in The
Hamptons, one of the most affluent and desired real estate markets in the world.
The subject site is large, features a +1,000-foot beach-front, and has good physical
utility. The site’s exceptional aesthetics and convenience to New York City are major
advantages that bear directly on the subject resort’s market value.

IMPROVEMENTS The descriptions and pictures presented in this section reflect the hotel as observed
at the time of our inspection on September 8, 2018.

The subject property first opened in 1926 and over a period of 50 years additional
rooms and facilities were added to the main structure. The following table details
the 18 buildings that constitute the subject resort improvements, including the year
constructed, location, size, and a summary of the construction and building systems.

October-2018 v Description of the Real Estate 29
Gurney's Montauk Resort & Seawater Spa  Montauk, New York



2414

FIGURE 3-4 CONSTRUCTION SUMMARY

C: ion and Building Sy
Year Number HVAC Sprinkler Number of
ildi Buiit Location Size (sf) Frame Roof of Stories S

Public Buildinns

Main Building 1926 Commerciai Core 12,560 Wood/Masonry Shingle 3.0 Central Y -
Conference Center 1975 Commercial Core 14,095 Concrete/Steel Shingle 3.0 Central Y -
Sea Water Spa 1979 Commercial Core 12,340 Concrete/Steel Duradek 1.0 Central N .-
Sea Witch 1960s Commercial Core 4,143 Wood Shingle 20 Central Y --
Staff Quarters {staff housing)  1960s Commercial Core 5,760 Wood Shingle 3.0 Individual Y -
Skipper's Garage 1960s Behind Skipper's Cottage 1,350 Wood Shingle 15 Individual N -
Laundry / HR Office 1970s Behind Kitchen N/A Masonry Shingle/Rubber 2.0 individual Y -
Guestroom Buildings

Flying Bridge 1940s North Campus 3,438 Wood Shingle 1.0 Individual N 9
Chart House 1930s North Campus 2,131 Wood Shingle 2.0 Individual N 5
Cottages

Lookout {2-BR)} 19505 Beachfront 1,026 Wood Shingle 2.0 Central N 1
Crow's Nest (1-BR) 1950s Beachfront 751 Wood Shingle 1.0 Individual N 1
Quarterdeck {3-BR) 1950s Beachfront 1,425 Wood Shingle 15 Central N 1
Bridge (2-BR) 19505 Beachfront 958 Woaod Shingle 15 Central N 1
Skipper's (3-8R) 1960s Beachfront 1,740 Wood Shingle 15 Centrai N 1
Promenade 1958 North Campus 5,882 Wood Shingle 2.0 Individual N 14
Forecastle 1960 North Campus 6,140 Wood Shingle 2.0 Individual N 14
Foredeck 1962 Beachfront 8,500 Wood/Masonry Shingle 3.0 Individual N 24
Foreward Watch 1974 Beachfront 21,000 Masonry EPDM Rubber 4.0 individual N 38
Total 103,279 109

October-2018 Description of the Real Estate 3 0
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FIGURE 3-5 PROPERTY MAP - GURNEY’S MONTAUK RESORT AND GURNEY'S RESIDENCES
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The preceding page contains a property layout map, showing both the subject
Gurney’s Montauk Resort, as well as the neighboring Gurney’s Residences. The map
demonstrates the level of the two properties’ integration. The 37 Gurney’s
Residences’ hotel rooms are located along the northern edge of the property,
western half, in the buildings numbered 701-716 and 605-624. The resort’s Kids’
Club is also located on the Gurney's Residences property, as noted. The other
structures on the Gurney’s Residences half of the map are private residences. The
two components are approximately divided by the parking lot in the center of the

map.

The following tables summarize the facilities and services offered at the Gurney’s
Montauk Resort & Seawater Spa, excluding the 37 rooms at Gurney’s Residences.

FIGURE 3-6  FACILITIES SUMMARY — ROOMS MIX AND FOOD & BEVERAGE OUTLETS

No. of Unit
Room Type Units Size Description
Ocean View
Standard 13 283 sf King, partial ocean view
Deluxe 10 310 King, renovated partial view
Superior 10 380 King, full ocean view
Deluxe Junior Suite 9 537 King + queen sofa bed, partial view
Oceanfront
Standard 19 309 King
Deluxe 23 356 King renovated
Deluxe Queen Queen 15 356 Renovated
Standard Junior Suite 1 479 King + queen sofa bed
Standard Two Bedroom 4 805
One-Bedroom Cottage 1 478 Detached cottage, full kitchen
Two-Bedroom Cottage 2 1,000 Detached cottage, full kitchen
Three-Bedroom Cottage 2 1,478 Detached cottage, full kitchen

Total/Average 109 403 sf

Food & Beverage Facilities

Scarpetta Beach - dinner only; year-round; Italian fine dining cuisine featuring fresh seafood; 148-seat indoor

dining room plus 106-seat outdoor deck

Tillie’s - breakfast, lunch, and Sunday brunch; year-round; American kitchen; casual, 80 seats; bistro-style setting

Corso Coffee - open daily 7a-10p; Italian style coffee bar; artisanal coffees and espresso; grab-n-go menuy; fresh

pastries

Beach Club Bar & Grill - May-September; appetizers, sandwiches, salads, and cocktails
Regent Cocktail Club - Hours variable; luxury outdoor bar with ocean views and fire pit

October-2018

Description of the Real Estate

Gurney's Montauk Resort & Seawater Spa Montauk, New York

32



2417

FIGURE 3-7

30,000—5f spawith aptreatment rooms, Finish rock sauna, Roman baths, and hjail salon

FACILITIES SUMMARY ~ MEETING SPACE AND AMENITIES & SERVICES
‘Meeting & Banquet Facilities _Size
‘The'~§,rg'at Hall (divisible by three) - 2,880 sf
Lon_gitude 780
Latitude 575.
Regent Cocktail Club 1,320
ValleyView1 1,242
Valiey View 2 756
Spa Deck (Seasonal) 9,600
East Deck {Seasonal) 2,760
Regent Fire Pit (Seasonal) 2,700
Top Deck {Seasonal) "1,800
Seawater Deck {Seasonal) 800

Total 25,213 sf
Indoor Only 7,553 sf
Amenities & Services

Indoor, heated, sand-filtered, OC_ean,-feg,-'se-awat,e'r swim}hing pool. (only one in North America)
Fitness center with treadmills, circuit equipment, elliptical machines, stationary bikes, and weights
Beach Club - chair, umbrella, day bed rentals; private sand beach {2,000 feet); watersport rentals

Terrace with fire pit
Seasonal kids' club.(12 and under)

Complimentary shuttle service to LIRR, Hampton Jitney, and Moritauk Airport

The following table summarizes the subject property’s construction and building

systems.

October-2018
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FIGURE 3-8 CONSTRUCTION AND BUILDING SYSTEMS

Component Description
Year Constructed 1926-1979
Most Recent Renovation 2014-2016
No. of Buildings 18
Building Height One to four stories
Total Building Size {sf) 103,279
Site Size (sf) 462,172
Land to Building Ratio 4.47
Construction Type Class C buildings, slab-on-grade over compacted fill
Exterior Walls Concrete block and/or frame stud; wood siding
Roof Pitched, shingle
HVAC
Guestrooms Electric PTACs
Other Centralized
Parking 171 surface spaces
Fire Safety Sprinklers and/or hard-wired smoke detectors
ADA Compliance Assumed, unconfirmed
Hazards/Nuisances Assumed to be absent, unconfirmed

The following table identifies standard guestroom features.

FIGURE 3-9 STANDARD GUESTROOM AMENITIES

. Luxury mattresses and linens

o Nespresso coffe machine

. Wet bar and mini-regrigerator

. Flat-panel television

. Smartphone chargers

. Complimentary Wi-Fi

. Stone and ceramic bathrooms with vintage brass fixtures
. Walk-in rain showers

. Gilchrist & Soames toiletries

. Robes and slippers

A comprehensive renovation of the subject property was completed between 2014
and 2016, touching on nearly all aspects of the hotel operation. Excluded from the
renovation were the spa treatment rooms and retail desk; the 24 guestrooms

October-2018 Description of the Real Estate 3 4
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located in the Foredeck; and the five cottages. Aspects of these guestrooms were
renewed, including the carpet and the bedding, but the furniture was not replaced,
nor were the bathrooms renovated to the standard associated with the other

lodging units. Photographs follow.

ENTRANCE VIA OLD MONTAUK HIGHWAY

PORTE-COCHERE -

Description of the Real Estate 3 5
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EXTERIOR VIEW
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EXTERIOR_ VIEW
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EXTERIOR VIEW
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SPA BUILDING ENTRANCE
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BEACH CLUB
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FRONT DESK
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LOBBY

SCARPETTA BEACH —~ BAR AND DINING ROOM
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TILLIE’S

October-2018 Description of the Real Estate 43
Gurney's Montauk Resort & Seawater Spa  Montauk, New York



REGENT COCKTAIL CLUB

2428

SEAWATER SWIMMING POOL
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SPA FRONT DESK
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SPA DECK
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THE GREAT HALL

‘BEACH VIEW
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TYPICAL GUESTROOM
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TYPICAL GUESTROOM

TYPICAL GUESTROOM
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TYPICAL GUESTROOM

TYPICAL GUESTROOM
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UNRENOVATED GUESTROOM
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UNRENOVATED COTTAGE
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GUEST BATHROOM
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GUEST BATHROOM - UNRENOVATED

Back-of-the-House The subject property is served by the necessary back-of-the-house space, including
an in-house laundry facility, administrative offices, and a full-service kitchen. The
hotel's back-of-the-house equipment are assumed to have sufficient capacity and
quality and be in good working order.

October-2018 : Description of the Real Estate 5 5
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We are not aware of any environmental hazards present in the subject property's
improvements. We are not qualified to detect the same. Similarly, we cannot confirm
that the property complies with the Americans with Disabilities Act.

Due to the subject property’s age and phased construction, the low-density layout
of the property has some inherent limitations as far as both operational efficiency
and guest satisfaction are concerned. The issues are fundament to the design and
incurable, and any impacts on the property’s economics are reflected in the
historical and projected net income results.

Our opinion of effective age and remaining economic life for the building is
presented as follows.

FIGURE 3-10 EFFECTIVE AGE AND REMAINING ECONOMIC LIFE

Typical Economic Life 50 Years
Chronological Age 40-60
Effective Age 10
Remaining Economic Life 40

Hotels are typically renewed on a regular basis. With good ongoing maintenance
and regular upgrading, the remaining economic life can be periodically extended.
The subject property was largely renewed during the 2014-2016 renovation.

All major aspects of the resort operation were impacted by the 2014-2016
renovation, including all guestrooms, food and beverage outlets, and other major
public facilities. The following table summarizes total capital expenditures for
calendar years 2015 through 2017 and expresses the same as a percentage of total
revenue.

FIGURE 3-11 CAPITAL EXPENDITURES 2015-2017

Capital Expenditures

As a % of
Total Total Per Room Ttl Revenue
2015 $5,876,182 $53,910 219 %
2016 6,868,942 63,018 19.3
2017 1,098,142 10,075 2.6
October-2018 Description of the Real Estate 56
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Expenditures completed in 2016 and 2017 reflect the impacts of the comprehensive
renovation, while expenditures in 2017 are essentially normalized.

We have not received a summary of planned capital expenditures for future years,
but property ownership reports that the next major project involves a renovation
of the hotel’s spa, which is below the standard of the broader resort. In addition,
future renovations will extend to include the 24 unrenovated guestrooms in the
Foredeck building as well as the five cottages. These renewals will reportedly be
completed during the 2018/19 off season.

Our appraisal does not account for either the economic benefits of these
renovations, nor do we remove the cost of such projects. Our income and expense
forecasts incorporate a reserve for replacement necessary to maintain the subject
property’s current quality level (as of the date of value). We also assume an ongoing
preventive maintenance program and appropriate management and ownership
oversight. The reserve for replacement is consistent with accepted industry norms
for a property of this type. Investors also recognize that additional capital may be
required over the holding period; this expectation is factored into their return
requirements. Our selected discount and capitalization rates are based on market
requirements, implicitly considering potential additional capital investments that
may be required during the holding period.

The subject property has the benefit of numerous distinctions. It is one of only a few
year-round resorts in The Hamptons; it has The Hamptons’ only license for an on-
beach restaurant; and its ocean-fed, sand-filtered, indoor swimming pool is the only
such natatorium in North America. The property has all the facilities and amenities
necessary to qualify as a full-service luxury-caliber destination resort, with
extensive indoor and outdoor meeting spaces, a wide range of food and beverage
outlets, and large full-service spa. Situated in Montauk, at the tip of Long Island’s
south fork peninsula, with access to a 2,000-foot private beach, Gurney’s Resort also
has an exceptional location. With the completion of a comprehensive renovation
between 2014 and 2016, the facilities and services are now the equal of the location.
The resort is iconic, representing a trophy-caliber asset.

October-2018

Description of the Real Estate 5 7
Gurney's Montauk Resort & Seawater Spa Montauk, New York



2442

4. Market Area Analysis

Market Area Definition

Montauk

The economic vitality of the market area and neighborhood surrounding the subject
property is an important consideration in forecasting lodging demand and income
potential. Economic and demographic trends that reflect the amount of visitation
provide a basis from which to project lodging demand. The purpose of the market
area analysis is to review available economic and demographic data to determine
whether the local market will undergo economic growth, stabilize, or decline. In
addition to predicting the direction of the economy, the rate of change must be
quantified. These trends are then correlated based on their propensity to reflect
variations in lodging demand, with the objective of forecasting the amount of
growth or decline in visitation by individual market segment (e.g, commercial,
meeting and group, and leisure).

The market area for a lodging facility is the geographical region where the sources
of demand are located. The subject property is located in the Hamlet of Montauk,
the Town of East Hampton, Suffolk County, and the State of New York. The subject
resort’s visitation is almost entirely derived from drive-in visitors from the states of
New York, New Jersey, and Connecticut. As such, economic trends affecting this tri-
state area - and more specifically New York City - are the key indicators of demand
for the subject real estate. Otherwise, a review of the local market area - including
both the Hamlet of Montauk and the area generally referred to as “The Hamptons”
- also provide an indication of the subject real estate’s economic context. The
primary indicator of economic health in The Hamptons is residential real estate
market activity.

Montauk is the easternmost census-designated place in New York State.
Strategically located at the tip of the South Fork peninsula it has been used as an
Army, Navy, Coast Guard and Air Force base. Located only 20 miles off the
Connecticut coast, it is also home to the largest commercial and recreational fishing
fleet in New York State. The Montauk Point Lighthouse was the first lighthouse in
New York State and is the fourth oldest active lighthouse in the United States.
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‘MONTAUK POINT LIGHTHOUSE

Montauk is a major tourist destination and it boasts six state parks. It is particularly
famous for its fishing and surf. In recognition of its position at the tip of Long Island,
Montauk is promoted as "The Living End" or "The Last Resort" and has become one
of the busiest tourist locations within the Town of East Hampton. The small town is
host to many restaurants, bed and breakfasts, and hotels, where such commercial
accommodations are rarer elsewhere in the Hamptons. All of these rooms are
operated independent of a brand affiliation, owing to the Town of East Hampton’s
prohibition of such. Chain restaurants and retail stores are also prohibited.
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The Hamptons “The Hamptons” refers specifically to several villages and hamlets in the towns of

Southampton and East Hampton on the east end of Long Island, New York. These
townships occupy the South Fork of Long Island. The Hamptons form a popular
seaside resort, one of the historical summer colonies of the northeastern United
States. The Montauk Branch of the Long Island Railroad, Montauk Highway, and the
Hampton Jitney provide connections to the rest of Long Island and to New York City,
while ferries connect North Haven and Montauk to Shelter Island and Connecticut.
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The Hamptons is among the world’s most affluent communities, attracting ultra-
wealthy individuals from all sectors of international culture and commerce, but
particularly Manhattan. The villages and the hamlets of The Hamptons are
distinguished by their significant population increases during the summers, high-
end retail and restaurant nodes, and a vibrant arts community.

Residential real estate prices in The Hamptons rank among the highest in the world.
In 2016, Business Insider reported that the zip code encompassing Sagaponack,
within Southampton, was the most expensive in the country, with a median home
price of $8.5 million.
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Other amenities in the area include prominent golf courses including Sebonack Golf
Club, the Shinnecock Hills Golf Club, National Golf Links in Southampton, and the
Maidstone Club in East Hampton. Exclusive private clubs provide additional
recreational resources to the very affluent in the area. These clubs include The
Bathing Corporation of Southampton, the Southampton Bath and Tennis Club, and
the Meadow Club in Southampton Village. A comment on the North Fork is also
warranted here. Located on the north shore of Long Island’s East End, the North
Fork is known for its award-winning wineries, which are open for tours and tastings
throughout the year.

We are not aware of a significant indicator of tourist visitation to the Hamptons,
apart from the lodging statistics presented in the subsequent section of this
narrative. A flawed but somewhat useful indicator relates to air passenger statistics
for the most proximate airport, Long Island MacArthur Airport in Islip, New York,
located approximately 60 miles west of the subject property. The statistics are
presented on the following table.

FIGURE4-1 LONG ISLAND MACARTHUR AIRPORT - PASSENGER VOLUME

Long Island MacArthur-Airport

Year - Yotal % Chg
2008 2,130,348 -
2009 1,897,981 (10.9) %
2010 1,746,411 (8.0)
2011 1,581,545 (9.4)
2012 1,356,162 (14.3)
2013 1,340,447 (12)
2014 1,309,703 (2.3)
2015 1,222,823 (6.6)
2016 1,211,951 (0.9)
2017 1,311,434 .82
Year-to-date, May

2017 475,455 -
2018 568,258 195 %

Avg. Annual % Change
2008-2017; (5.2) %

Between 2008 and 2017, MacArthur Airport’s volume declined at an average annual
rate of 5.2%, falling from a high of 2.1 million passengers in 2008 to a low of 1.2
million passengers in 2017, The decline was a function of increased competition
from discount carriers at both LaGuardia and JFK International, eliminating
MacArthur's historical advantage as a more affordable option. The trends have no
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real relevance here, considering most visitation to The Hamptons is drive-in, and for
those visitors arriving by air, MacArthur Airport is only marginally more convenient
than LaGuardia and JFK.

The remainder of this economic analysis focuses on the New York City Metropolitan
Statistical Area (MSA). Also referred to as the “Tri-State Area” because it
encompasses the major population centers including and surrounding the New York
City area, extending into the states of New York, New Jersey, and Connecticut, the
MSA is the largest metropolitan areain the world byurban landmass, at
4,495 square miles. Along with New York City (the most populous city in the United
States), the MSA includes Long Island; the Mid and Lower Hudson Valley; the five
largest cities in New Jersey (Newark, Jersey City, Paterson, Elizabeth, and Edison);
and six of the seven largest cities in Connecticut (New Haven, Stamford, Waterbury,
Norwalk, and Danbury).

The New York City MSA remains, by a significant margin, the most populous in the
United States. Itis also one of the most populous urban agglomerations in the world,
and the single largest in North America. The New York metropolitan area continues
to be the premier gateway for legal immigration to the United States, with the
largest foreign-born population of any metropolitan region in the world.

As a center of many industries, including finance, international trade, new and
traditional media, real estate, education, fashion, entertainment, tourism,
biotechnology, law and manufacturing, the New York City MSA is one of the world’s
largest economies. Home to Wall Street, NASDAQ, the New York Stock Exchange,
and many of the world’s largest banks, Manhattan is the nation’s financial and
business capital.

The following details the New York City MSA’s top 20 private employers, as
provided by Money, Inc.
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FIGURE4-2 IMAJOR EMPLOYERS — NEW YORK CITY MSA
i ) No. of
Rank _-Firm Product/Service _ Employees
1 JPMorgan Chase Financial Services 249,000
2 Citigroup Financial Services -219,000
3 ABM Building Maintenance 110,000
4 Pfizer Pharmaceuticals 97,000
5 “icahn Enterprises conglomerate 91,000
6 '.Phi‘liﬁ,Morr‘is International Tobacco Products 80,000
"7 ‘Ornicom Group Corporate Communicatioris/Marketing 79,000
8 Pricewate rhouseCoopers Financial Services GI,ODb
9 Alcoa Corporation Aluminum Products 60,000
10 Marsh & Mclennan Manqgeimént Cori‘sulting so,bo'o
11 Metlife Insurance - -58,000
12 NBCUniversal Media Conglomerate 58,000
13 American Express Financial Services 56,000
14 AlG Insufance and Financial Services 56,000
15 InterpublicGroup /e g .
16 Esteelauder Companies Cosmetics and’Hair Care
17 Deloifte Touche Tohmatsu Financial Services
18 Arconic ‘Lightiweight Metals
19 Mount Sinai Hospital Medical Services
20 L3 Technologies Instruméntation Systems
Source: Money, In¢.; March 2018
The preceding survey indicates the importance of the financial services sector, but
also the diversity and scale of the economy.
The following table illustrates historical and projected employment, households,
population and average household income data as provided by REIS for the overall
New York City market.
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