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CBRE HOTELS
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1 Bann Plozo, Suita 1035
Maw Yark, MY 10118

T 212.207-6092
F212-307 6069
VALUATION & ADVISORY SERVICES
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February 14, 2018
Boord of Directors

GLIRMEYS INN RESORT & 5Pa LTD.
220 Olg Mantauk Highway
Montauk, New York

RE: Appraisal of Gurneys Montauk Resors & Seawater Spo
290 Old Montauk Highway
Montauk, Suffolle County, Mew York
CBRE, Inc, File No, TB-C47NY-0190

The Board of Directors:

Af your request-and authorization, CBRE, Inc. hos prepored an appraisal of the market value of
the refarenced property, Our onalysis is presented in the following approisc| report.

The subject is a 10%-room resort hotel and spa property located at 290 Old Montouk Highway in
Montauk, Town of East Hompton, Suffelk County, Mew York. The improvements were
constructed on or about 1938 and maore recently and largely renovated in 2014 and are situoted
on an 11.13 ocra site including land ta the high water mork of the Aflantic Ocean. The hotel is
operofed os an independent resort hotel, Unigue to the oroperty is thot it has o renowned spa on
an aceanfront site on the sast end of Lang Island, 30 miles eost of Manhattan

Bosed on the onolysis contoined in the following report, the market volue of the subject is
concluded as [ollows:

MARKET VALUE CONCLUSION

Approisal Pramize Intarast Appraised Date of Value Value Conclusion
A3 ls Fae Simple Estote February 15, 2018 $84,000,000

Compiled by CBRE

The value cllocaticn of the subjact has been concluded as follows:

i
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AS 15 VALUE ALLOCATION

Interest Appraised - Allocation Vealue Conclusion
Fee Simple Estate
As Is Yalue 384,000,000
Parsonal Property 31,800,000
Businaess Enterprise Value 0
Real Property Value - As s 82,200,000

Compiled by CBRE

The report, in its enfirety, including all assumptions and limiting conditions, is an integral part of,
and inseparable fram, this letter.

The following appraisal sets forth the most pertinent doto gathered, the technigues employed,
and the regsaning leading to the opinion of volue. The analyses, opinions ond conclusions wera
developed based on, and this report hos been arepared in conformaonce with, the guidelines and
recommendations set forth in the Uniform Standards of Professional Approisal Proctice [USPAPR),
the requirements of the Cods of Professional Ethics and Standards of Professional Approisal
Practice of the Appraisal Institute. It alse confarms to Title X| Regulafions and the Finaneial
Instiiutions Reform, Recovery, and Enforcement Act of 1987 (FIRREA) updated in 1994 and further
updaied by the Interagency Appraizal and Evaluation Guidelines promulgated in 2010,

The intended use and user of our report are specifically identified in our report os agreec upan in
aur contract for services and/or relionce language found in tha report. Mo other use or user of
the report is permilted by any ather party for any other purpese. Disseminalian of this repor! by
any party to any non-intended users does not extend reliance to any such party, and CBERE wil
not be responsible for any unouthorized use of or reliance upon the report, its conclusions or
contents lar any portion thereof).

It hais been o pleasure to assist you in this assignment. If you have any guestions concerning the
analysis, or if CBRE con be of further service, please contact us.

Respecttully submitied,

CBRE - VALUATION & ADVISORY SERVICES

D4 /LG

Edward R. Eschmann, MAI, MRICS Mark T. Godfray, MAl, MRICS
Diractor Senior Manoging Director

MNYS Lic.: 46-2842 MNYS Lic.: 46-41488

Phone; (212) 207-56092 Phone: 212-715-5719

Fax: (212) 207-606% Fox:  212-207-6069

Email: edward.eschmanni@chre.com Emoil: Morleoorapdsichres rom
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Certification

Ceriification

Wa cartify to the best of our knowladge and balief:

1. The stotements of foct contained in this report are frue and correct.

2. The reported anolyses, opinions, and conclusions are limited enly by the reported ossumptions and
limiting condifions and are sur persenal, impartial and unblased prolessional analysas, opintons, and
CONCiusions.

3. We hove no presenl or prospective intersst in ar bias with respact lo the property that is the subjeci of
fhis repor! and hove no persenal interest in or bios with respect to the parties involved with this
assigrimenl,

4. Cur engogement in this essignment was not contingent upon developing or reporting predetermined
rasults.

5. Our compernsation for complating this cssignment is not contingent upan fhe development or reporting
of o predetarmined value or dircction in value that tovors the couse of tha client, the amount ol the
volue opirion, the otainment of a stipulafed result, or the ccourrence of o subsequent event directly
reloted to the infended use of this appraisal.

&, This appraoisol nssigrment was not bosed upan o requested minimum valuation, o specific valuation, or
the oporaval of o loan,

7. Qur anclyses, opinicns, ond condusions were developad, and this report hos been orepared, in
canfarmity with the Unifarm Stondards ef Professional Appraisal Practics, os well as the requiremants
af the Stote of Mew York

8. The raportsd onalyses, opinions, and conclusions ware developed, ond this reporf has been prepared,
in conformity with the requiremenis of the Code of Professicna! Ethics ond Stondards of Professional
Appraisal Pracfice of 1he Appraisal Institule,

2. The use of fhis report is subject to the requirements of the Appraisal Instifute relafing to review by its
duly authorized reprasentotives.

10. As of the date of this report, Edword B. Eschmann, MAl, MRICS and Mark T. Godfrey, MAI, MRICS
have complated the confinuing sducalion program for Designated Members of the Appraisal Institute.

11, Edword B, Eschmann, Mal, MRICS has and Mark T, Gadfrey, MAl, MRICS has not made a parsanal
inspection of the property that is the subject of this report

12, Mo one provided significant real properiy aporaisal ossistance to the persons signing this repart,

13. Voluation & Advisory Services operclas as an indepandent economic enfity within CBRE, Inc.  Although
employvees of other CBRE, Inc, divisicns moy be contacted os o part of our roufine market research
irvestigations, obsolute clont confidentiality ond orivacy were mainfained ot all fimes with regard o
this assigniment withou! conflich of interast,

4. Edward B, Eschmann, Ml MRICS and Mark T, Godfrey, MAL, MRICS hove not provided any services,
o8 an appraiser of in any other woudily, wgurding the property thot is the subject of this repor? within
the three-year period immediotely preceding accsptance of this assignment.

DA Gl

Edward R. Eschmann, Mal, MRICS Mark T. Godfrey, MAl, MRICS
NYS Lig; 46:-2842 MYS5 44-51488

i
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Subject Photogrophs

Subject Photographs

o

09[‘5 y E { 515, USDA Farm Service Agency |
| Aerial View Vi '
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Subjec Photographs

Scarpefta’s Bararea &0 " MScarpetta'sdining area’

o
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Subject Photagrophs

Standard Room w king
Watch) ; e

Promenade Building iy . B Forecastle Building e ;
e
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Subjedt Pholographs

W
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Subject Photographs

Back of House area
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Executive Summary

Property Name

Lecation

Highest and Best Use

Az If Vocant

As Improved
Property Rights Appraisad
Date of Report
Daote of Inspection
Estimated Exposurc Time
Estimoted Marketing Time
Lond Area
Improvements

Froparty Type

Mumber of Buildings

Humber of Stories

Mumber of Rooms

Restavrant/Lounge

Maoting Space

Total/Largest Mesling Space

Totul Meeting Spoce Per Guest Room

Property Amanities

Yeor Built
Condition

Buyer Profile

CONFIDENTIAL
CONFIDENTIAL

1187

wil

Executive Summaory

Gurneys Mantouk Resort & Seawoter Spa

290 Old Mantouk Highway, Monfauk, Suffelk
County, Mew York 11954

Hotal

Hetel

Faa Simple Esiate

March &4, 20718

February 13, 2078

12 Manths

12 Months

10.62 Al 4462 4607 SF

Hatal {Resor)

13

1-3 staries

109

Scarpetto Beoch, Tillie's, Corsc, Regent Cockeail
Club ond Beach Club

Bonquet Hall; Breokow! Meeting rooms

&,000 5F Indosr, 6,000 §F and 12,000 °SF
outdeor fented spoces

53 5F

Indacr seowater paol, spa w 40 tregtment
raams, salen, 3 eaterias, fire pit terroce, private
seaanfront beach with 1,500+ fast fronfoge

1624-1980 Benovated: 2014-2014
Coad

Investor-Regional

CBRE

GURMNOOO010
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Executive Summary

Financial Indicators

Current/Tralling 12 Mos, Crecupancy 65 4%

Projected Year T Occupancy 53.0%

Stobilized Occupancy 63.0%

Estimoted Stabilization February-2018
Currant/Trailing 12 Mos. Avercga Daily Rate 55377.04
Projected Yeer 1 Average Doily Rote 560590
Projected Infiction Rotes ADR Expenses

Yeaor 1 5.0% a.0%
Yaor 2 5.0% A.0%
Yaor 3 3.0% 3.0%
Stobilized 3.0% 3.0%

Geing-In Copitalizetion Rate 5.50%

Discount Rute 7.50%

Terminal Capitalization Rate & 50%

Year 1 Operating Data Tetal Per Room
Total Revanua 538,863,976 5354, 55024
Oparcting Expanses 534,354,371 5315177 72
Expense Rotio BB 40%

MNat Operating Income (EBITDA) 54,509 404 $41,372.52
VALUATION Total Per Room
Market Value As Is On Februdary 15, 2018

Salas Comparisan Approach 580,000,000 5733,044.95
Incame Capitalization Approoch 554,000,000 377064220

CONCLUDED MARKET VALUE
Appraisal Premise Interest Approised Date of Value Value
A s Fue Simple Estote Febrvary 15, 2018 584,000,000

Compilet by CERE

STRENGTHS, WEAKMNESSES, OPPORTUNITIES AND THREATS [SWOT)
Strengths/ Opportunities

s The subject is well located In o rasort area 90 miles from o major metropolitan aren, MNew
Yark City;

¢ The subjact has a very strong repulation;

s The subject is well capitalized and aperated by experienced maonagement teom;

¢ Much of the property hos had significont upgrodes in recent past;

»  The properly is an cceanfront resort located on pristine Atlantic Coostling on the sost end of
Long Island, in renowned “Hamgtans® area,

CONFIDENTIAL " CBRE
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Executive Summary

* There hove been no new hatels canstructed in the immediale area of the subjed;
s The subjsct offers luxury accommodations catering to o luxury demographic;

o The subjec! oulperforms the compalitive set and the market by o wide margin;

e There is virtuolly no vacant land ovailable for new construction of hotels, ond

Weaknesses/ Threats

* The subject is located on the esst end of Lang island, New York that historically hos seczanal
peaks and valleys;

¢ Chollonges exist in operating seosonolly, retaining top guality employeess, staffing up
seasanally and training new personnel;

*  The subject iz currently operated as an indepandent hotel, olbeit is typical o fhe areq;

*  The subjact is in a mostly built up area with very significart barriars 1o entry, which leaves litile
room for growth of new demand genaraotars;

*  As o oseasonal resorl, it s very dependent on summer seosonal fourist drav, and thus the
weather can have an impact on day o day and even year over yaar revenue performance;

¢  The subject is o drive to destination location thot has challenges getting to the orea in peak
opearating months;

» The subject can experience instability due to potenfial weak econamic canditions;

* Interest rafe risk

¢ Equifies (stock market] and financial (bond and banking) market risk

EXTRAORDIMARY ASSUMPTIONS

An exfraordinary gssumption is defined os “on assumption directly reloted to o specific

assignmenl, as of the effective date of the assignment results, which if found to be false, could

alter the appraiser’s opinians ar conclusions.” !

s This appraisal has no extracrdinory ossumptions.

HYPOTHETICAL COMNDITIONS

A hypothetical condition is defined as "o condition, directly raloted to a specific assignment,
which is conirary 1o wheot is known by lhe oppraiser to exist on the effective dote of the

assignment results, but is used for the purposes of analysis.” ®

= Mane nofed

T The Approisol Foundation, LISPAR, 2016-2017 od., 3,

21he Approisal Foundotion, USPAF, 20146-2017 ed., 3

CONFDENTIAL ' CBRE
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[ntraduction

Introduction

CWHMNERSHIP AND PROPERTY HISTORY

Title to the property is currently vasted in the name of Gurnays Inn Resort & Spa Ltd and has been
for over the paost thirty-five years. As of the dote of the appraisal, we are not aware of any listings

or contracts of sale of the property,

INTENDED USE OF REPORT

Thiz approisal is to be used for internal purposes, and no other use is permitted,

INTENDED USER OF REPORT

This appraisal is to be used by Gurneys Inn Resort & Spa Utd., ond no other uzer may rely on our

report unless as specifically indicated in the report.

Intended Users - the intended user is the persan [or entity] who the approiser intends
will use the resulls of the opproisal. The client moy provide the opproiser with
infarmation obout ather potentiol users of the oppraisal, but the appraiser ullimately
detarmines who the appropriate users are given the appraisal problem to be schved,
Idantifying the infended users is necessary so that the oppraiser can report the
opinions and conclusions developed in the appraisal in o manner that is clear and
understandable to the intended users, Parties who recsive or might recsive o copy aof
the oppraisal are not necessarily intended users. The appraiser’s responsibility is fo
the intended users idantified in the repori, not 1o oll readers of the appreizal report. *

PURPOSE OF THE APPRAISAL

The purpose of this oppraisal is to estimate the market value of the subject property.

DEFIMITION OF VALUE

The current economic definition of market value ogrsed upon by agencies that regulate federal

financial institutions in the LS. {ond used herein 's as follows:

The most probable price which o property should bring in o competitive and open markef under
all condificns requisite to o fair sale, the buyer ond seller sach octing prudently ond
knowledgeably, and assuming the price is not affected by undus stimulus,  Implicit in this
definition is the consummation of o sole os of o specified date and the passing of fitle from saller
o buyer urder conditions whereby,

1. buyer and seller are tyoically motivated;

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

3. o reasonable lime is allowsd for exposure in the open market;

3 Approsal nstifote, The Appraisal of Real Estate, 14th eg. [Chicogo: Appraisal Insfitute, 2073), 50

1
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Introduction

4. poyment iz made in terms of cash in U.S. dollars or in terms of financial arrongemants

comparable therete; ond

5. the price represents the normal consideration for the property sold unoffected by special

ar cradtive financing or sales concessions grented by anyone associated with the sala,

EXPOSURE/MARKETING TIME

a4

The exposura/marketing lime is o function of price, time, and use. 1 is not an isoloted estimats

of time alone. In consideration of these fuctors, we have analyzed the following:

EXPOSURE/MARKETING TIME DATA

Expasure/Mitg. [Months)

Investiment Type Ronge Averoge
Comparable Salas Data 00 - 100 10.0
CBRE Hotels Luxury

Mational Dato 3o - 120 6.8
PwC Luxury Hotels

MNotionol Data an 12.0 6.8
RERC Hotels

Mational Data nfa - nfa 5
Local Market Professionals 60 - 12.0 9.0
CBRE Exposure Time Estimate 12 Months
CBRE Marketing Period Estimate 12 Months

PwC Real Estote Investar Survey & Situs BERC Reol Estote Report

INTEREST APPRAISED

The velue estimated represents the Fee Simple Estate and is defined os follows:

Fee Simple Estate - Absolute ownership unsncumbered by any other interest or estate,
subject only to the limitalions imposed by the governmental powers of taxofion,

eminent domain, police power and escheat,”

SCOPE OF WORK

This Appraisal Report is intended to comply with the reporing reguiramenis set forth under

Standards Rule 2 of USPAP. The scope of the assignment relates to the extent and manner in

which research is conducied, data is gothered and onalysis is applied. CBRE, Inc. completed the

following steps for this assignment:

a: Interagency Appraisal and Evaluation Guidalines; Decembar 10, 2010, Federal Register, Velume 75 Mumbsr 237,

Poge 77472

B Dictianary of Real Estofe Approsal, 78,

CONFIDENTIAL
CONFIDENTIAL
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Introduction

Extent to Which the Froperty is Identified

The groperly is identified through the following sources;

s postal address

¢ assessar’s records

¢ legal description

o site plan und survey

Exieni io Which the Property is Inspected

CBRE, Ine. inspected both the interior and exterior of the subject, as well as its surrounding
grvirons on the effective dole of approisal. We did not inspect the reof nor did we make g
detdiled inspection of the meochanical systems. We are not qualified to render an opinion
regarding the odeguocy or condition of these components. The client is urged fo retoin an expert
in this field if detailed informotion is required. We must assume the mechanical systems are

odeguate for the current operations,

The extent of the inspection included o tour with Michael MNenner, the on-site general manager,
This induded the following:
Various subject room, suites, and coftages throughout the property compound
subject publicfcommen areas including the Tillies, Scarpetta’s, Lobby Reception, Cutdoor
terraces, rootop, fire pit deck, spa and fitness facilities and parking areas
o ihe subject bock of the house areos including the hotel loundry, kitchen(s), dry storages,
smployes housing, receiving, mechanical areas, backup generalor and back office areas
This inspection sample wos considered on odeguote representation of the subject proparty and is

the basis for cur findings.

Type and Extent of the Dato Researched
CBRE reviewad the following:

« applicable lax dato

* zoning requirements

v flood zone status

* demographics

s income and expense data

¢ comparable data

Type and Exient of Analysis Applied

CBRE, Inc. enalyzed the data gathersd through the use of appropriote ond cecepted oppraisal
methodelogy o arrive af o prebable value indicotion via ench opplicoble approach to volue, The
steps reguired to complete each approach are discussed in the methodology section.

3
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Introduction

Data Resources Ulilized in the Analysis

DATA 5QURCES

lterm: Sourcefs):
Site Daota
Sizn Public racord varifiad with survay
Improved Data
Building Area Management provided drowings
M, Eldgs inspcchun
Parking Speces inspaciian
Year Buill/Developad Public record
Economic Data
Deferrad Mointenance: inspaction
Building Cosls: f
Incoma Data Manaogament provided historical operations
Expense Dota: Meragament provided historical oparations

Compiled by CERE

CONFIDENTIAL “ CBRE
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Area Analysis

Area Analysis
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The subject is sifuated in the hamlel of Martouk, which iz locoted in the Town of Easthampton,
Sutfolk County, Long Islond, New York approximately 20 miles east of Manhottan. Montauk is
locoted in the Massou-Suffolk Primery Metropolitan Statistical Area [PMSA] which is the sixth
dansest populated area in the nation,  The fewns in MNossau County [North Hempsteaod,
Hempsteod and Oyster Bay) represent some of the most densely populated areas in the country,
while Suffollk County iz overall less daense and populated, Suffolk County cccupies the eastern
two-thirds of Long lsland and is bounded on the north by the Long lsland Sound, on the west by
Massau County, and on the south by the Atlantic Ocean. Maossau County occupies the western
one-third of Long lsland and is bounded on the narth by the Long Islond Sound, on the west by
Queens County, an the south by the Atlantic Ccean, ond on the east by Suffolk County.

Papulatinn

The following siotistics are ovailable through the U.S. Census Bureau. Projections are based
upon the 2010 census, ond are applied to on urban growth simulation model.  Historical
population statistics for the county, the MSA, and the stote are summarized os follows:

CONFIDENTIAL : CBHE
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Area Analysis

SELECTED AREA DEMOGRAPHICS

Masau County-

Suffolk County Maw Yark
Population
2022 Totol Population 2929102 20,596,096
2017 Total Population 2,885,540 20,094,494
2010 Total Population 2,832,882 19,378,102
2000 Total Population 2,753,913 18,974,457
Growth 2017 - 2022 0.30% 0.4%%
Growth 20010 - 2017 026% 0.52%
Growth 2000 - 2010 0.28% 0.21%
Households
2022 Total Households 69,213 7,708,587
2017 Total Households 258,328 7,341,950
2010 Total Households 948,450 7,317,755
2000 Total Households 16,684 7,056,860
Growth 2017 - 2022 0.23% 0.44%
Growth 2010 - 2017 0.15% 0.43%
Growth 2000 - 2010 0.34% 0.36%
2017 Medion Household Incame $100,247 560,832
2017 Average Househald Income $130,950 591,874
2017 Per Capita Inceme 543,847 $35,087
2017 Median Value of Owner Occupied Housing Units $444 994 310,428
2017 Pop 25+ College Graduates 807,823 4,948,546
Age 25+ Percent College Graduates - 2017 39.4% 35.5%
Source: ESRI

Between 2010 and 2017, the population of MNasseu and Sulalk County hos increosed by
approximately 0.26% per yeor, underperforming the siaie which increcsed 0.52% per year,
Population growth is foracasted to increase over the next five years at o greater higher rote, but
will confinue fo underperform the overall state,

The number of househelds has increased modarately over the past five years and is expecied to
continue te increase through 2022, The number of households within Mossau and SuHoll
Counties is expected to increase by 0.23% per year through 2022, slightly less than the 0.44%

growth per vear expected in overall Mew York State over the nexd five years.

Transporiation

Long Island is troversed by an extensive network of roadways. These roodways account for
approximately 5% of all freight movemant and 20% of all other travel on Lang lslarnd. The main
sost/wes! corridors include the Long lsland Expressway [L.LE.), the Northern State Parkway, and
the Southern State Parkway, The maoin north/south corridors include the Meadowbraok Parlway,

&
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Area Analysis

the Wantagh Parkway, the Seoford-Oyster Bay Expresswoy, and the Sagtikes [Sunken Meadow)
Parkway., || should be noted that the Long lsland Expressway is the only commerciol eost-west
artery which parmits trucks, while the Seatord-Oyster Bay Expressway is the primary north/south
commercial highway,

Supplementing these primary thoroughfares are o number of local commercial routes including
Jeriche Turnpike (Route 23), Narthern Boulevard (Route 254), Montouk Highway [Route 27A) and
Sunrize Highway (Route 27]. All of these routes are east/west roodways which interconnect and

comprise the main network which serves to circulate traffic throughout Long lsland.

Az o result of congested roadways, many Long Islanders commute to Mew York City via the Long
lsland Raoll Road. The Long lsland Railrood (LIRR) provides dired! access to Manhatton and MNew
Yark City, The LIRR is the largest commuter railroad in the United States with 134 stations on
117 miles of track, The railroad employs more than 5,500 people ond operaies more than
approximately 742 trains per day,

Govarnment

Eoch incorporoted municipality within the MNossau-Suffolk, NY, M3A has iz own zoning
ordinances and building codes.  The subject is locoted in the Town of lslip, which has e
comprehensive zoning plan and building code that provides specific guidelines for development
of all types of properties and is considered to hove hod o posilive effect on the development of
the area.
The follewing chart eutlings total employment and the compasition of the differant employment
ndustries in the Maossau-5uffolk area. The figures shown below reflect the historical employment
betwean 2007 and 2016,

ANNUAL EMPLOYMENT BY INDUSTRY

B Ao Talad

Andusiry AT 2008 1569 FLat] 2011 2l 013 2014 L. I0NE  Beowrh  Change
Ty, Produnings 1aA (£ 1451 134,32 134.0 [T jala 1%L 4 FEENS S TR Y -5
Coarbariion: e tL ) BaL &l sk #14 &9 Th2 Tak TaT s a.b%
Llippdarh ey 34 m.a 75 Tl fad LN s o fl & "La R BLLE o
Swvice Pradeclug [ FH. 3 [N ] roBEd LR LR [AEEN] (G- LE ] 1,034 o dey L1&%F A, 7a0.3 ek 2%
Dadke, Timupumyios & Uikbai mr N4 M T e a 3| 7 4 ma Fia R A0 % Fan
vobw W 7 o3 e FE] Mn e FE] A WA A% -30.8%
Fannrad foklist o amn =t | Al i L B ad k] 14 LA DS <P
Fre. & Bcomaai Sataini (LR (L] =i a3 10 1y iERy 155 & TS Iar a7 A%
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Tha table presented above indicates that annual employment in the area has grown by 0.5% per
year during the period betwsen 2007 ond 20168, The areo experienced declines in overall
employment in 2008 and 2009 following the onset of the post national economic recession, The
muost racent year has experienced on increase in overall employment as various industries in the
Massau-Suffolk araa have shown signs of growth. The dren is predominantly a service orientad
aeconomy, with opproximately B%% of the current employment within the services producing
sector, From 2007 to 2018, the services producing sector experienced averdage annual growth of
0.6% or o total growth of 6,2%. As indicated by these figures, increases in the services sectors
heve offset declines in the goods preducing sector of the sconomy, This trend is expected to
continue as techrological breakthroughs continue 1o oecur, thus reducing the amount of lobor
requirad in many fislds, Mary manufacharing jobs are also being exported to other regions in
the nation and the world,

The fellowing loble illustrates the increase in employment for the most recently reported month
over tha same month of the previous yeor. As indicoled, tolal employment is up 0.7% from the
prior year's figures,

HNON-AGRICULTURAL INSURED EMPLOYMENT BY MAJOR INDUSTRY DIVISION
September 2016 fo 2017 Comparison - Net Seasonally Adjusted
MNASSAU-SUFFOLK M54

Avarage Emplayment Average Emplayment

IMDUETRY Sept 20715 (000's) SHARE Sept 2017 [000s])(F) SHARE  CHAMGE
Congfruction ond Mining B3 &.0% 780 5.8% 2.9%
Manuleciuring 72.0 4% 702 53% -2.5%
LTCPL." 374.5 20.4% 2746 204% 0.1%
Informaotion 9.2 Id% 18.7 i % 7 &%
F.R.E** 72.4 54% f2.5 5.4% 001
Prafassional & Business Servicas 178.5 13.4% 177 13.4% 0.7%
Educatlonal & Health Services 2593 4% 2088 20.0% A:7%
Leigure & Fles pitality 126.8 9 5% 128.8 2 A% | 5%
her Servicas 59.0 4% 597 4.4% 1.2%
Crawarnmant 192.2 14 4% 192.5 14.3% 0.2%
TOTALS 1,334.7 1 00.0% 1,343.5 100.0% 0.7%
* Troole, Trermpaeiobon, & Frble Livies " FinamefInsgoncp Rl Enicde *2 Praliminary Dok

Eeurca: W5 Bosgau al Lober Slonistes: Compiled by CTBRE, Inc
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In terms of sconomic contribution, the Trade, Transportation & Public Ulilities sectar iz currently

the larges!, occounting for 20.4% of total employment in Long lsland.  Five of ten MSA sectors

sow employment decreases on o year over year basis, howsever the employment increases in

other divisions led te an overcll employment increase of 0.7%. Year-over-yeor improvement is
largely atiributable to the Educational and Health Services sector, which saw o 3.7% jump over
the same time in the prior year,

Unemployment Rate

Tha following teble and chart summarize the current and historical wnemployment rates for
Suffolk County, Nassau County, Mew York Stale, and the U5,

UNEMPLOYMENT
2007 2008 1009 2010 2011 011 2013 04 20135 W1E Aug-16  Aug-17
Suffalk Cly 3.9% 5.0% T T 7 4% T L 54% 4% 4.1% 4.0 A7%
Mossuy Cly a.T% 4 7% b F 4 B F % 5.9% 4B & 1% 3.9% 4.4% A 6%
Hav Yark 4. 4% G4 8.34% K6% a.3% B.5% TH 6.2 5.3% A 8% £%% 4.9%
UE 4.4% 3 0% 7,3 bt d.9% Bim £olh b.2% 3.5 4.9% 5.0 4.0%

Aug-17 Cry Parcanlages ara greliminary

Sawrce RBursey of Lobar Statsiles, Compiled by CRRE
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Areo Anolysis

Unemployment increased between 2008 and 2010 os a result of the recession, However, the
locol unemploymant rate is showing signs of continued stabilization os the annual unemployment
rate continues to improve. The maost recent dato indicates that the prelimingry August 2017
unemployment rate was 20 basis peints higher in both Suffolk and Nassau County, compared to
the prior year, and wos recorded at 4.2% and 4.4%, respectively, Historically, both Nassou and
Suffolk County have had employment rotes less than both New York Stote ond the US, and this

trend has confinued,
Top Employers

The following represents the lop ten employers in the Massou/Suffolk Metropalitan Division:

NASSAU-SUFFOLK TOP EMPLOYERS

Employer No. of Employees
Morthwell Health {formerly Nerth-Shore-LL) 31,153
Mew York State 20,304
Catholic Health Services 16,784
Mossau County 14,391
Federal Governmant 11,075
Suffalk County 8,100
Stop & Shop F,700
Winthrop University Hospital 4,280
Loeng lsland Roil Road 5056
Walmart 4,550

Source: US. Deportmant of Labor, Bureau of Labor Stafistics! Mewsday Doto

Moody's Analytics

Moody’'s Economy.com provides the following Mossau County-Suffalk County, NY melre areo

economic summary os of Sep-17. The full Moody's Economy.com report is preseniad in the

Addenda,
MASSAU COUMTY-SUFFOLK COUNTY, MY - ECOMOMIC INDICATORS

Indlentars 2011 2012 2013 314 2015 008 2T T0R 2019 I_Eiﬂ 20T 022
Greas Maokre Pragad [CO095 Bl 944 ELE ELE 1594 PETd AR ] 165 & P&¥a 1dmT IFAN:) 1748 ITRA
% Change 032 25 no oz [ 1] 1.2 a3 [ na 23 2
Totol Emaloymani [Tha L IT ] [ELTE] (L IR ] p2ain AEAE LR EER] [EEER] 1i8ry [ET T ] LaBLn 1300 E 1ATE3
B Changs | 1.4 1.5 a9 1.2 L8 L a4 a3 i ind ar
Unemploymant Rate (%] T2 ra Bl 54 45 L3 1 L0 FE w4 F¥ [
Forcned Inoma Giowth |%) ag LR a0 a0 3.5 e 1 14 3.0 34 33 1z LI
tdion Housahold Incoma (£ Thay ETE B9.1 w0k LK LI vEH P94 MOV 025 0SS 10BY W10
Fagladian [Trnj 2B4F0 28501 2ARE0 2BSTA 2BER 2 ASA 2BS40 2ESEY - 288A8 38870 FAATA  2AMAN
% Changs L] ai 0.2 ] aa R oa an o ad (] aa
Fat Migmdian (Thal a1 A0 @ ] Ly} o] 50 7 T 53 5¥ 4T
Siegla-Family Parmits {#) LET0E  LIBLO AABRD ARBAG LTIAD LEMG RBIRT BAed AAME A0TE S30EE 34408
trultifamiby Permiis |#) 5 U] 5204 BT A mEn LELE] A 1w 200 3380 =620 ATT 6 5053
Fhin "lﬂlmif_ﬂl'-ﬁ“?ﬁﬂh"lml 1407 1351 247.a Fdu, FHA FLLE] Irea A& PLIE FRER AL L

Spures: Moody's Economy. com
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Recent Perfarmance

Massau County-Sutfolk County is not quite firing en all eylinders, but its key engines are
supporting self-sustaining expansion. Led by healthcare, job growth hos mostly tracked ahead of
the state and Mortheast in 2017, although o more complete count from the Quarterly Census of
Employment and Wages hints at downward revisions. Consumers remain hindered by high
delinquency rates that ows primarily to bad mortgoges, but there is some good news. An onsrous
farsclasure ovarhang is finally abating, impraving in three straight manths as of Jure for the first
time since 2013, This, combined with stronger hourly earnings grawth, hos single-family house
prices rising of their fastest clip in vears,

Healthcare

Health services will remain the backbone of Long lstand's economy, but growth will setile into
more sustainable tarritory. High levels of wealth and o disproportionately large share of seniors
have helped healthcare grow at approximately double the national rafe for most of 2017, With
Republicans' last-ditch effort to repeal the Afordonle Care Act this year out of the way, thers

should be less uncertainty, encouraging further investmen| by providers,

To date, though, unknowns surrounding the insurance market have barely registered for
Marthwell Health, Mossau-Sulielk’s top employer by far, The hespital network's aggressive
expansion has maode it bath the largest and fastast-growing major private employer in the Mew
Yark City metro area, per Crain's New York Business. However, the network has more recently
sought io grow its footprint by opening numerous focilities elsewhere in the stole, dompeaning its

local impad a tad.

Demaographics

While o population thal skews older supports healthcore, it will create obstocles elsewhers, An
aging population meons o higher share of refiress, exocerbating worker shortages. In addition,
the composition of residents means o smaller share of young adults, contibuting to the lowest
birthrate ameng the nation's 25 largest metro areos or divisions, This s exacerboted by net out-
migratian, padiculardy from Suffalk County, Weak natural population gains and an inability 1o
attract enough new residants will keep the lobor market tight, suppressing job growth. One silver
lining, however, is that below-cverage oversegs immigration makes Long lsland o bit more
insulated from tighter border contrals than many of its New York pears,

Linkages

While interaction with NMew York Citv's dynamic economy remains vital, Massou-Suffolk will fail to
fully leverage is neighbor. Many workers in the Big Apple's thriving high-tech sector are epting
for ity living, preventing thair high incomes from spilling over inte Long Island, New Yark Cily's
growing tach scene positions MNossou-Suffolk's share of tech employment to foll behind that of the
Big Apple by the epd of the decode. These dynamics are choking off already-weal venturs
capital funding and making it chollenging for Leng lsland-based firms to hire pregrammers,

11
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Aren Anolysis

Meanwhile, troubles with the Long lsland Railrood will further disturb linkages with Mew York
City. A series of major issues ot Penn Stotion, the western ferminus for most LIRR trains, could
ultimately discournge commuters from living in NASSAU-SUFFCLK. With census data showing
that one of every four dollars earnad by Long lslanders originates in New York City, this would
prove costly.

Moady's Conclusion

MNassau County-Suffolk County will remain en track, even s it moves far more slowly than its
peers. Healthcare will remain the metra division's lifeblood, ond spillover fram New York City will
remain vital, albeit somewhat diminished. Longer ferm, unfovorable demographics, high costs,
and infrastructura issues that make Leng lsland less ottractive 1o commuters will keep Nossou-
Suttalk an underpartarmer,
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The subject is locoted in the hamiet of Montauk in the easternmost port of the Town of East Homptan,
suftolk County, New Yark., The location is on the South-Fork of Long klond in Suffalk County,

approximately 20 miles east of Manhattan,

BOUNDARIES

[he neighborhood boundaries are detoiled as fallows:
Marth: Fort Pond Bay and Nopeague Bay
Soufh: Atlantic Ocean
Easi: Black lsland Sound
Wesf: Homist of Amaoganset

LAND USE

land uses within the subject neighborhood consist predomingtely of single-family dwallings, with
commercial development largely concentroted in the central buginess districts of the verdaus hamlets
comprising the south fork, incluging Montouk. Llorge scale retall and office development is

purposefully orohibited in the subject's town of East Hompton zoning code to help ensure the more
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Neighborhood Analysis

rurdl farming and summer resort choracteristics of the town os faund predominately sast of Hampton
Bays. Todaoy refail businesses and office users are largely locoted in small downtown district buildings,

such os Montauk, Amaganset, East Hompton, Segopanik ond Bridgehompton.

The downtown business district of Montauk is found neardy of the esasternmost end of Long lsland.
Mantauk Paint, which is the egsternmost point houses the Maonfauk Point lighthouse on stote park
grounds which is lorgely undeveloped area. The Mantouk business area is o small villags area with o
small strip of are obout Y% - ' mile long strip clong Montauk Highway housing retail shaps,
convanience stores, tourist shops, restauronts and necessities, motels, all lorgely mirxed uses cotering
to tha seazonal summer tourists that come to the areo as well az for the local yvear round population,
Year-round and summer-season businesses are concentrated here, with small and lomer hotel/matals
that range fram mid-seale motels to upscale lutury-service orignted hotels that ore spread through the
hamlet,  Maony hotels were mom-pop type businesses and several converted to condominiums or
cooperatives in o wave of conversions bock in the 1980's. The small hotels and resorts are all
independant hotels, and thers ore no franchised hotels tound in the ores. Many hotels along the
Oceanfrant hove upgraded over the lost two decades fo supply a quality produst offering.  Lorger
properties such as Gurmey's Ponoramic View, Windward Shores currently offer an upscale product and
cftract an upscale clienfele.  The waotarfront area at the south shore consists of the Atlantic Ocean's
white sandy beaches to rocky shores neor the Lighthouse at the point At the northem side of
Montauk, Montauk Horbor is found which has o lorge and rich histary in the marine and fshing
culture. Montouk boasts to be the largest fishing industry on Long lslond olbeit much of it is geared to
the private booting industry o this painl,  Commercial fisheries remain and all are housed in the
harbor. The US Coast Guard is also stationad in Mantuok Harbor, The Harbor s known for its deep

water, the marings and moarings will rautinely hondle vessals up to 200 feef

GROWTH PATTERNS

Historicelly, ond purposefully, growty has been limited in the Town of East Hampton, as well as in
Montauk, but hos laken place on a small scale inthe form of repurpesing existing buildings, and there
hos keen an emphasis ploced en historic preservation, Growth is mostly in residenticl single tamily
homes where spot construction is found., larger multi-site develooments are few as lond and

regulations are limited ond there are significant restrictions in terms of zoning.

ACCESS
Primary occess 1o the subject neighborhoad is provided by Cid Maontauk Highway [Raute 274), which
connects to Sunrise Highway (Route 27) further west through Hampton Bays.

The Long lsland Roil Rose provides roil service seven doys per week via the Montauk Branch between
Montauk and Mew Yark City, with the nearest (last) station stop locoted in the homlet of Meraulk,
Local SuHolk County buses also provide limited service to neighboring oreas.
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WATERWAYS

Mantauk is largely influenced by the surrounding waferways, thot most immediately include Atlantic
Ocean, Block lshand Sound, Napeague Boy ond Fort Pond ond Montauk Lake ond Haorbar,  The area
is well known tor its fishing harbers trom long ago as it offers the nearest safe and protected harbor to
the Oicean fishing grounds, It is known for its deep water horbor offering seamen and whaling ships ¢
respite from the ocean. Through to today, the horbor s very popular, vet it iz used far bath fishing
charter, commercial vessels ond fronsient private vessels of upword to 2004 feet in langth. Several
prvate and o public moering is located in Montauk Horbor.  Montauk prides itself on its fishing ond
telrist history.

DEMOGRAPHICS

Selected naighborhood demographics the subject zip code-11954, Sulfolk County and MNew York

Metropoliton areo are shown in the fallowing toble;

290 Old Montauk Highway

Montauk, NY 11954 11954 Suffolk MNYC Metro
Papulation
2021 Population (Estimated) 3,704 1,528,923 22,281,992
2016 Population 3,563 1,512,574 21,576,908
2010 Population 3,325 1,493,350 20,852,971
2000 Population J.ed® 1,419,349 20,181,238
Annuol Growth 2016 - 2021 (Estimated) 0.76% 0.20% 0.55%
Annuol Growth 2010 - 2018 1.711% 0.22% 0.65%
Households
2021 Households [Estimated) 1,590 511,764 B.081,358
2076 Households 1,527 506,314 7 B49,066
2070 Househaolds 1,422 499 922 7,631,053
2000 Househelds 1,591 469,299 7,349,339
Annual Growth 2016 - 2021 (Estimated) 1.15% 0.20% 0.45%
Annual Growth 2010 - 2016 0.871% 0.271% 0.59%
Annuval Growth 2000 - 2010 1.94% 0.53% 0.81%
|ncome
2016 Medion HH Inc 377,008 §91,258 567,890
2016 Estimated Average Household Income 57102,824 $117,115 $101,241
2014 Estimated Par Capita Income 344,565 539,620 537,377
Age 25+ College Groduotes - 2016 1,070 364,204 5,723,891
Age 25+ Pereent College Groduates - 2016 30.0% 24.1% 26.5%

Saurce: Miolsan/Claritas
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Neighbarhood Analysis

CONCLUSION

Az shown in the previous chart, population ond the number of howseholds within the subject's
neighborhood hove grown moderately over the lost six years within the subject zip code, Forecasted
figures indicate that both the neighborhood's papulation and number of households will cantinue to
increase aver the nest five years. However, the projecled changes are relatively minirmal and ore not
anticipoted to drastically alter the current neighborhood charactedstics over the near term. The
neighborhood currently has o middle-incoms demographic profile with @ medion housshold income
of $77,008, It is opprecioted however thot this is calculoted on year-round residency whereby the
higher demographic population that comes to the area seosonally is not represented in that statistic.

Ineome information on second-home rasidents and fourists could not be uncovered but is definitively
considerably higher, |t should further be noted thal the projected population and househald changes
da not consider the sacond-home market thot haos incrensingly coused lower-income yeor-round
residents to leave the area, as luxury secand-homes are constructed and pricing them out,

The subject improvements aopear to conform to surraunding neighborhaad infrastructure ond suppart
services. The oreo benefits from good access and neorby communily amenities reflected by Montauk's
central business district and s many water amenities. The long-term outlook for the neighbarhosd is
for stable performonce with future growth.
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Site Analysis
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Tha following char summarizes the salient characteristics of the subject site

Site Analysis

SITE SUMMARY

Physical Description

Gross Site Areg 11.13 Acres 484,823 5q. Ft.
Met Site Area 10,62 Acres 462,607 Sq. Ft.
Primary Rood Frontage Montauk Highwaoy 1,458 Feet
Average Depth 555 Feot
Shope Irregular
Topography Sloping southerly
Zaning District A Residenca
Flood Map Panel No. & Data 346703C263H 25-5ep-09
Floed Zona Zona X
Adjocent Land Uses Residantial and hotel
Eorthguake Zone MN/A
Comparative Analysis Rating
Wisibility Avarage
Functional Utility Assumed adequale
Traffic VYolume Avarage
Adequacy of Utilities Assumed odeguoie
Landscaping Averoge
Drainoge Assumed odeguate
Utilities Provider Adequacy
Water SCWA Yas
Sewer Private Seplic and Town of Easthom; Yes
Matural Gas Maotional Grid Yes
Electricity PSEG Yos
Telephone Various Yes
Mass Transit Suffalk County Yes
Other Yes MNo Unknown
Datrimantal Eosements ]
Encrocchments ]
Deed Resfrictions ]
Reciprocal Parking Rights %
Source; Vorious sources compiled by CBRE
18
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Site Analysis

INGRESS/EGRESS

Ingress ond egress is avoiloble to the site via two 30-foot access road culs on the eastern and
wastern side of the property olong Old Montaulk Highway.

Old Montouk Highwoy is o two-way poved roadway maintained by Suffolk County,  Street
imorevements include osphaolt paving and driveway cuts and sireet lighting. Street porking is not

permited,

ENVIRONMEMNTAL ISSUES

CBRE, Inc. is nol guolified to delect the swistence of potentivlly hozerdous materdial ar
underground storage tonks which may ba present on or near the site. The existence of
hazardous materials or underground storage tanks may affect the value of the property, For this
oppraisal, CBRE, Inc. hos specifically assumed that the property is nof affected by any hazardous

materials that may be present on or near the property.

ADJACENT PROPERTIES

The adjocent land uses are summarized os follows:

Baorth: Residential Uses

Sauth Adlanhe Ocean

Easl: Residentio! Uss and matal
YWest: Residential Uses and hatal

The adjacent properties in maintained condition,

CONCLUSION

The site is well |lacated and there are no apporent conditions that would prevent it fram being
davelopad with its highest and best use.
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Improvements Analysis
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Improvements Analysis

Improvements Analysis

The fallowing chart shows a summary of the improvements,

IMPROVEMENTS SUMMARY
Property Tyea Hetal (Resorf)
Humbar of Biildings 1
Humber of Saries -4
Yaar Huils 1928- 1380 Ramowvated 20714-2018
Mumber of Guest Rooms 09

Rastouroni/Lounge

Meeling/Bonguet Raoms

Scorpetia Basch, Tillie's, Corsa, Regent Cocktnil Club and
Baach Ciub

Bonguel Holl; Breakout Masting rooms

Indaor seawales pool, spa w 40 treatmant rooms, salos, 3
eoterigs, firg pat terrace, private acaaniram baach with

Property Amenities 1.500+ feet franfoge

Sita Covaroge T.6%
Land-1e-Building Ratic 4411
Porking Spoces; 1
Porking Rolio [per | 000 5F GBA | .54
ROOM TYPE MIX

Percent of
Room Type Comments Floor area  Me. Rooms Total
Ocean View Rooms
Sandard King, Parlol Oeeon View 281 13 11.9%
Deluas sing rancvited Partiol Ceean View 3g 1 2.1%
Superiar ®ing, Full Gceen Yiew k1:14) i &%
Deluxe Junion Suite King ond Quaean Sofs bed renovated Partiol Ooean View 537 ¥ 8.3%
Qeean Front Reams
Sardard Kirg Beom Ocean frontage 0% 1% 17.4%
Delume King room rercvoted and oceon fronfage 356 23 21.%
Deluxe DO Doubie Quean renovoted ond ocean frentage 356 15 138%
Slondord Junion Suile T King 1 Qe sofubed, seean ront a7e 1 0.9%
Hordord Two Bedroom 7 bedroam datoched coftege, oceon frant BOS 4 3%
1 Bed Cottage T bedroem detoched cottage, ocaan front 478 1 0.9%
2 Bed CoHoga 2 badroom detoched cottage, ocean front 1000 2 1.6%
J Bea Cotoge J badroom deloched cotage, ocann front 1478 2 18%
Tedak: 431,944 109 100.0%

Sourcn Various soeces compiled by CERE

Building plans and specifications were not provided for the preporation of this approisal. The
following is o description of the subject improvements and basic construction feotures derived

from CBRE's physical inspection.
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Impeovements Analysis

The following is o description of the subject improvements and basic construction fealures derived
frem CBRE's inspection.

YEAR BUILT

The subject was built in 1938 and wos most recently renovated in 2014,

DESIGN AND LAYOUT

The property is comprised of 13 various buildings with varying sccemmedations and amenitiss in
each building.  The front enfrance fo the hotel is cccassed vin a driveway off Old pontauk
Highway, The property slopes southerly and the driveway slopes toward the ccean similarly. The
main access is goined inside the property line, well off the roodside fromtage.  The property

enfrance is covered with on ottoched porte cochers.

The ground level of the hotel houses the lobby, registration desk, ond administrative areas, o

graob ond go snack shop, ond two restourants.

ROOMS

Tha subject consists of 15 varying buildings on the site and room accommaodations are in within
elaven of the buildings. The main building with lobby and restauront, beach cub, bock of tha
house arens and linen storage building are the only buildings without accommeodations.  The
guest rooms are mostly in good candition.  The feredeck building with 24 rooms is more vintage
having elder styling and furnishings and ot some peint, in near future are likely to receive an
upgrade, The rooms generally hove well-appeinfed aceommodalions with newer hard ond soft
goods including drapes, bedding, tables, wallpoper, wall-grints, chairs, lobles, flat panel
televisions, and fumiture such as armoires and dressers, and lighting, Tha bathrooms are a mix
of stone and ceramic and with shower enclosures of plate gloss. The siondard rooms at the
subject will featura either one king size or two gueen sized beds, while the suites ot the focility will
faoture o gueen pullout sofo. Rooms are equipped with coffee machines, small wet bors and a
full kitchen in detoched cottages.

The general interior room finishes are summorized as follows:
Floors: Commercial Carpeting, Stone and Ceramic tiling

Walls, Varied with Wall Vinyl, Paint, Stone ond Ceramic filing
pdint and wall prints

Ceilings: Paint

Lighting: Fluorescent/incandescen

CONFIDENTIAL . CBHE
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Improvements Analysis

Standard bothrooms feature stand-in shower, foilet and

wanity,

King, or qusen size bedding, dresser, flat panel television &
armoire, desk & chair, side chair, end foble, lamps,
picturas and mirrors.  Larger suites alse include sofas,
coffea fables and other reloted home turnishings and

kitchens.

Guest suites fecture o ouilt-in hair dryer, iron and boara,
twa-line phone, wet baor, mini-refrigerater, and coffee-

r'-"-ulc:-:-r.

The fociliy’s restourants ronge from o Scorpette’s full service dining for dinner, Tillies, for

braokfost and lunch ond o grab and go snack bar,  Meeting spoce ranges frem indoer ballraem

with brealkout rooms and two —

threa open flat deck areos for ol fresca tented functions.

RESTAURANT/LOUNGE FACILITIES

e e Seating Capacity Type

Scarpetia’s Indoors as [talion American Fushion
Scarpetta's Quitdoors 120 *

Tillies Inddors a0 Continental Bkfst / Lunch
Additional Seating add on 25 "

Compiled by CBRE

MEETING/BANQUET ROOMS

Naoma Size [5F) Type/Comments

Main Ballroom 6,000 indoor spoce

Tented Area Event space 1 12,000 Outdoor tenling above pool |
Tented Areo Event spoce 2 2,000 Qutdoor tenting

Compiled by CBRE

SPA

The subject has the rencwned Gurneys Seowater Spa, o spo thot wos ahead of its time when

criginally conceived, It has 40 freatment rooms, men's and womean's locker reoms, hair and nail

salon and an attached fitness facility. The spa is larga, with 40 treatment rooms considerate of

10% rooms in the hotel, it is also somewhat dated in its architecture ond styling.

The poal is o

larger rectangular seawater spa pool. The pool is noted to hove been rencovated and mechanical

: CBRE
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Improvements Analysis

eguipment reploced in last four years. The pool appears well cared for, in good condition and is

functional in its use.

CONSTRUCTION CLASS

Building construction closs is os follows:

C - Masonry/concrete ext. walls & wood/steel roof & floor struct., exc. concreta slab an
grode
The construction components are gssumed to be in working condition ond adequate for the

building.

The overall quality of the facility is considered to be average to good for the neighborhood and
aga. However, CBRE, Inc. is not qualified to determing structural integrity ond it is recommeanded
that the client/reader retain the services of o guelified, independent enginesr or contractor to

determine the structural integrity of the improvemants pricr fo making o business decision,

FOUNDATION/FLOOR STRUCTURE

The foundafion is ossumed to be of odequote lood-bearing copocity 1o support the

improvements, The floor structure is summaorized as follows:

Ground Floor: Concraia slab on compacted fill

EXTERIOR WALLS
The exterior walls are o combination of concrete block and or frame stud, covered with o
weathered and painted wood siding in most arens.

ROOF COVER
The building has o pitchad shingle roof in most areas. The poel is coverad with o concrate sloh
and weotherproofed,

HVAC

Tha room HVAC systems are comprised of electric PTAC units and commen areas, such as the
lobby and eoteries and the spo and meeting spoce have central HYAC system.  We assume i all
to be in good working order and adequate for the building.

ELECTRICAL

The electrical system is comprised of copper three phase underground wiring. There is o
separate electric shed/room with the main distribution service. The property includes 2 back up
generators thot are noted to provids full pewer to tha property electric needs,

CONFIDENTIAL : CBRE
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Improvements Analysis

PLUMBING

The plumbing system is mix of cast iron copper and PYC and is assumed to be in good working
arder and adecuale far the buildir.\g.

PUBLIC RESTROOMS

There ore varied public restrooms in the facility and are well kept ond ossumed odequate, They
cre ossumed buill 12 local code.

LIFE SAFETY AND FIRE PROTECTION

Fira protection equipment consists of sprinker systems. It is ossumed the improvements have
adeguaie fire alorm systems, fire axits, fire extinguishers, fire escopes and/or other fire protection
measures fo meet local fire marshal requirements, CBRE, Inc. is nol qualified to determine
adeguate levals of salety & fire protection, whereby it is recommended thot the client/reader
review avoilable permits, etc. prior to making o business decision,

SECURITY

Thera are closed circull security cameras thraughout the property for security,

AMENITIES/ADDITIONAL SERVICES

The hotel alse includes the cceanfrant beach, numerous day beds and lounges at the acean front
heach.

PUELIC LOBBY FACILITIES

The intarior finish of the public lobby oreo includes hardwood and stone tile flooring, commercial

carpet with painted textured or decorative papered walls, It is modern classic and well cared for,

PUBLIC CORRIDORS

The subject's guestrooms are accessible vie varied interior and exterior corridors: The public

corridor finish is well kept and cored for,
PARKING ANMD DRIVES

The property features an about 171 surface spoces, including reserved handicopped spaces.
Parking areas and vehicls drives are paved and considered to be in average condifion. Patron
parking areds are centrally located within the camplax, and on the northwast cornaer of the site,
Farking is adequote for guest room patrons, but clearly not enough for an influx of outside
petrons frequenting the restourant and day beach guests. It is nated that parking is ane of the
mare challenging tosks 1o monage on a daily bosis especially weskends in peak summer menths.

Given the need, the property has a valet parking for vehicles.

5
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Improvemenis Anolysis

LANDSCAPING

Landscaping is considered to be in overage condition and well maintained

FUNCTIONAL UTILITY
The current design characteristics of the subjed cppear to meset modern standards. The floor
plans ore considered to feature functional loyouts and the overoll loyvout of the properly is

considered [unchional in utility, The unit mix appears functional ond no conversion is warrantad

ADA COMPLIANCE

Comman areas of the property appear to bave handicop occessibilily. The property is sloped
rather steeply from the roadside fo the Qcean frontage ond accessibility to all portions of the
praparty with ADA complionce is o challenge.  The client/reader’s atention is directed to the
specific limiting condifions regarding ADA complianca.

ENVIROMMEMNTAL ISSUES

CBRE, Inc. is not qualified o detacl the existence of uny patentially hozardous materials such os
lead point, oshaestos, uree formaldshyde foom insulation, or other potenticlly hozordous
construction moterials on or in tha improvements.  The existence of such substonces maoy affect
the value of the property. For the purpose of this assignment, we have specifically assumed there

are no hozardous materials that would cause o loss in value to the subject.

PROPERTY IMPROVEMENT PLAN COST

Our inspection of the property indicoted no significant fems of deferrad maintenance,

ECONOMIC AGE AND LIFE

CBRE, Inc.'s esfimote of the subjed improvements effectivea age and remaining economic life is

depicted in the following chart:

ECONOMIC AGE AND LIFE

Actuol Age 8O Years
Effactive Age 10 Years
MVYS Expected Life 45 Years
Remeining Economic Life 35 Years
Accrued Physicol Incuroble Depreciotion 22.2%

Compiled by CERE

The remaining aconamic life is based upon our on-site obsarvations and a compuarative analysis
of typical life expectancies as published by Marshall and Swift, LLC, in the Marshall Valuotion
Service cost guide. While CBRE, Inc. did not obsarve anything te sugigest d different econamic
life, o capital improvement program could extend the life expectancy,

6
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Improvements Analysis

CONCLUSION

The improvements ore in good overall condition. Owverall, there are no known factors thal

odversely impact the marketability of the improvemants.

: E
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UNIT FLOOR PLANS

Improvements Analysis
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Improvements Anolysis

UNIT FLOOR PLANS
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UNIT FLOOR PLANS
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UNIT FLOOR PLANS
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UNIT FLOOR PLANS
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UNIT FLOOR PLANS
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Loning

The following chart summarizes the subject’s zoning requirements.

AMALYSIS AND CONCLUSION

ZONING SUMMARY

Current Zoning
Legally Canfarming
Uses Parmilled

A Residence
Ma - Ses Comments
Residentiol Usas

Zoning Change Mot likely
Category Zoning Requiremant
Minimum Lot Size 40,000 5g. Ft.
Minimum Let Width 50 Fesat
Maximum Height 25 Feet
Mirnimum Setbocks
Front Yord 80 Feet
Street Side Yord 45 Feet
Interier Side Yard 45 Faal
Reor Yard 45 Feat
Maximum Blda. Coverage 15%
Total Lot coverage 40%
Subjects Actual FAR 0.23:1

Spurce; foning Schedula Site Plon and Town Zoning Dapt.

Tha improvements rapresent a pre-existing legally-nonconforming use and, if demaged, would

require special permit applications from the Town of Eost Hampton, Suffalk County and Suffalk

County Health Depaorfmant.

governmantal outhority,

abicined is correct.

COMFIDENTIAL
CONFIDENTIAL

Additiona! information may be obtoined from the appropriate

For purposas of this opproiscl, CBRE hos ossumed the informaotion
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Tax and Assessment Data

Tax and Assessment Data

The tollowing summarizes the local cssessor’s estimate of the subject’'s morket volue, assessed
valug, ond taxes, and does not include any furniture, fixtures or equipment. The CBRE eslimated

tax obligotion is also shown,

AD VALOREM TAX INFORMATION

300-87-3-28.1 Parcel Description 2014 2017 Pro Forma

Assassor Estimated Morket Yolua 51466102 53,271,930

Eowalization rafe 0.005%0300 0.0057000

Agspesed Valus $303 450 5303 650

Assessed Value (@ 1005 100% 100%
§303,650 $303,450 $303.650

Generol Tox Rote lper 51,000 AV} QbbH.5T g7z 1,001.89

General Tas 3203499 3295.363 5304,224

Spaciol Assessmanta;

Effactive Tax Rate [per-31,000 A v ) Shé, 5T RTZ. T 1,001.89

Total Taxes 5293,499 5295,363 5304,224

Source: Assessors Offica

CONCLUSION

Bosed on the foregoing information, the subject's current assessment is considerad within our
valuation analysis. There is no current town wide plan for reassessment and properfies are not
reassessed upon sole or transfer. Bosed en the faregoing, the ioigl toxes for the subject hove

bean estimated as $304,224 for the base yeor of qur analysis,

As of the oporaisal date, all faxes are current per the Town of Easthampton tax receivar's office,

. CBRE
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Marke! Analysis

Market Analysis

Understanding the relotionship between supply and demeand is o critical componen: of any
oppraisal, porticularly with respect 1o hotels. Unlike other property types, hotels assentially leass
their roams on a daily basis, While this charocteristic ollows for on immediate responsa to
changes in marke! condilions, it alse reguires o high level of management intensity. There is an
inverse relafionship between occupancy and overage daily raie (ADR), and roising or lowering
rates typically has an immediate impoct on reom-nights sold.  Effective maonogement entails

finding the proper balance that allows for the maximization of revenue.

I this sechian we first identify the Subject property's competitive set (e.g., those haotels that tend to
competa for the some sources of damond]. We then identity relevant demand sources, anolyze
histarical growth patterns and assess the potential for growth lor lack thereof) in demond by
segment, Ths result is o projection of future markel perdormance,  Lastly, we condude with a
projection of occuponcy and ADR for the Sublect property, toking inte considerotion ifs

competitive strengths and weaknesses relafive to the overall market,

Some hotels are more directly competitive than others based on their locations, focilities,
branding, etc. This disparity in the leval of compalitiveness can ba handled in o number of woys.
Some approisers ossign o percentoge fo each property ond include enly a porfion of their guest
rooms in the competitive set. This tachnigua, while theoretically saund, is highly subjective and 1he
everall anclysis can be extramealy sensitive to the assumptions made, Alternatively, we have
chosen o oddress this issue through our projected penstrotion rotes. For exomple, the
introduction of a new property thot is only marginally competitive will have o limited impod on
the Subject property’s penatrotian level, whereas a directly competitive property will likely have o
substantial effect. Regordiess of the method employad, propsrly assessing the relationship
between supply and demand and its impoct on the Subject property and market cccupancy
requires o level of professional judgmant.

38
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NATIONAL OVERVIEW
Hatel Morket Summaory
The demaond for U.5, todging

accommodations continued fo  increage  Mewmrywlliemenm 6358 e e gt e ol 64

thraugh the first kol of 2017. Per 5TR,
i & duri :
lodging demand grew by 2.5% during the first Uil

AN giowth copaibores i icrasng, 74 ve S pog 4 oty
holf of the yeor. This maorks 30 consecutive e L0% hitnks heloertheforg s memp £ 13% A

quarters of growth in lodging demand since

. Bow PR gromih mipachims b the panl 4 quaras i foleq 1o 70% =
the fourth quarter of 2009, The nef result of v sa ses & qomes iawod 373, oot e Fasthe

the first half rise in demaond was o 0.7% bump i nese s

) ] ity farempe idicotes obove basjarei ovanige] B
N oCcyponcy tar the permd. Sugpiy qrowtto s dirching, L8 ve v pad A quaie it ol 1.0%,

ord gtinled thon i by iun araege ol 1,6% e

Fonpeest darvizend! prowih os [ofleg, | 5%ws o peed A gl il !
320, and 16 b i T by s aeengn of 2.0%

CERE Hotels' Americas Research is forecasfing
Deruporey wll semeen ol £5.4%, aboe B fong run oveinge of 42.7% | v i
e ; L. o 0.3% increase in occupancy for the entirety of

2017, olong with another 0.1% rise in 2018,

This would result in nine consecutive years of

Awrage Dally Rote : e

ALK growih opiachsms asiincreaadiyl; T9%0vs thipas & quinilis
uli o .75, bl g baluw tha long 1un avaioga <o 3.1% A rising occuponcy levels, equaling o similar

streok during fhe prosperaus period from 1992

ReaPAR prowth projer bons foe fha next 6 quonseis P falling 162 B%0E s through 2000,
cormpared 10 fra post d quontas’ s of 3 7%, and o fows than the
ong 1w avenage ol 535

Cespite lofty occupancy levels, the poce of ADR

indicmes whave fosgeterm marmge) 2 e T . ;
Supely w5 chrrg, 2,0% e e o 4 quartans rme of |, 7% . growih continues to decelerate. CBRE projects

e ot e lomg ruroveknge o 126 that room rates will grow by 2.5% in 2017,

followed by another 2.3% in 2018, Becouse

Frvantst demond ross s Edhng, |9% s tra post 4 qrarlas alaof

2.8%. o 15 halow the kng 1 o of 0% they longed during the. initicl ‘stages of the

industry recovery, sconomy properies, along
with those locoted in secondury or lerfiory markets, ore now projected to achieve the greatest
gaing in ADR and RevPAR. On the other end of the spectrum luxury and upper-upscale properties
ore forecast 1o ottain the highesi occupancy levels.
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Sowrce: THEE Hotolt Anonips Rismech: SR 07 2017
Investment Activity

According to Real Capital Analylics, "hotel deal volume wos 513.5 billion for the first half of
2017, essentially flat compared to the same peried in 2074, Bullet points os published by RCA
as of Second Quartar, 2017 are provided below:

* Thers is a recent disparity of growth with soles volume climbing in Non-Major Melros [NMM)
even as it Talters in the 6 Major Metros (6MM). This disperity is o funclion of activity in key
morkets os well as differences in deal structure.

» Activity for these megodeols wos up 49% YOY on soles of $978m. This megadeal activity was
concantrated in the MMM with 75% of the deal volume in these smaller localas. Within the
MMM, mega- deal volume was up 200% YOY in Q277

* The megodeal activity was not the sale driver of deal volumes in the NMM, however, Single
assel sales form the bedrock of the maorket os underwriting one building and income stream
ol o time focuses invastars an property market risks. Single caset deal volume grew 30% YOV
in Q2'17. Clearly investars ore becoming comtordaoble again with the risks presented by the
cartain segments of the hotel market.

* Ona relotive basis, holels losk inexpensive in the current market. Cver the lang run hotel cap
rates have averoged B.6% ond current cap rates are roughly at this average. Every other
praperty sector has current cop rates well below their long-run everages,

* Hotel cap rotes began increasing sharply in 2015 and especially into 2018 but this poce of
increase has moderoted in recent quarters. Cap rotes were up only 20 bps ¥OY in Q217
versus a 40 bps YOY incraase in @Q2°716.

Investment Rates

Investment rote dota from the latest Real Estafe Investor Surveys published by PWC [formerly
Korpacz), RERC, and CTBRE Holels for luxury, full service, limited service ond extended stay

praperties ara illustrated in the following table:

: CB
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HOTEL INVESTOR SURVEY DATA

DHcount Bole Overall Cap Rote Terminal Cap Hate

Source, Type Bange Averoge Range Avarage Range Average
RERC {2nd Qtr. 2017)

Haotels F.00% - 10.00% 9.40% | 7.50% 8.00% 7TARO0%W | BOO% - Q.00% B.50%
CBRE Hotels {12 Holf 2007 - CBD)

Economy g.19%

Full Service 7.70%

Luxury 65.98%

Seloct Service F.70%
P T Survisy: [1af Qe 2077)

Lusury 6.50% - 12.00% 9.53% [ 4.00% - 2.00% 7.00% [550% - 9.50% 7.18%

Full Servica B.00% 13,00% 10019% ] 6.00% - 10.00% 7.90% | 7.00% 10.00% 8.40%

Limitesi Sarvics BAS0G - 13 00% 11005 7.50% - 11.00% 9.08% [ 7.75% . 11.00% 9.66%

Selact Service 200% - 11.00% 990% | 6:50% - 10.00% B.Eﬁ_ "-?;U‘U‘-’: . 10.75% D03%

Compied by: CERE

The PwC survey stated that the “post-elaction surge in cansumer and business senfiment suggests
mamentum for 2017... Looking ochead, earlier concerns reloted 1o economic and political

uncertainfy cppear fo hove moderated since the end of the elaction cycle,

This translated to slight upticks in some of the reported ranges and averages of discount and
capitalization rates tor soch segment during the most recent quarter surveyed. Full service
copitalizalion rotes moved 12 basis points aver the third quarter of 2016 while sslect service
registared a 5-bosis point increase, RERC reparts can rates have increased 20 beosis points since
1 Gir, of 2017 while discount rotes hove decreased 30 bosis points,

COMNCLUSION

Oeccupancy figures will remain above the long-term averoge for the foreseeable future. As new
supply continues fo grow, however, RevPAR growth will be muted compared to the most recent
quarters. The deceleroting growlh will present some chollenges for some hoteliers. Skilled hotel
operatars and their ability lo control costs will enable continued profit growth.  Owerall
transaction activity thraugh the first kalf of 2017 is roughly equal year prier. Barring any globsl
shocks to the global sconomy, the hospitelity market will continue 1o experience positive grawth
through 2017 and 2018, While the oullack bayord thal is o lille murkier, there are still plenty of
national and internafional investars who are eager lo ploce copital into well-estoblished and

emerging markats,

LOMG ISLAND, NEW YORK AREA HOTEL MARKET ANALYSIS
Hote! Horizons

Hotel Horizons® is o series of econometrically derived reports prepared on a guartery basis that
analyzes the historical ond expected performance of 59 major U5, lodging markets, as well as
our nationol summary report of the entire U.5, lodging industry, Hotel Horizons® reports contain

five years of forecast doto and five years of historical market performance information, A variety
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of economic, demagraphic, and other benchmerking stotistics oppear in the reports to provide

the reader with o desper undarsianding of local market conditions,

PKF Hospitality Research, A CBRE Compony (PRF-HR), prepares hotel maorket forecosts bosed an
occepted econometric procedures and sound judgment, The product name for the PKF-HR
forecasts is Hotel Horizons®, The two-stage process for preducing the forecasts firstly involves
econometric estimation of future hotel maorket activity and financial performance bosed on
histarica! relotionshipgs betwesn economic and hotel morket variobles, and secondly, o
judgmental review of modeled outpuis by experienced hotel market analysts. The hotel industry
experfise of PKF dotes back to the 1930s. PKF-HR and others believe that errors in forecasting are

minimized by reélying on both data analytics and judgment.

Economeiric forecasting represents one of the most sophisticated approaches to gaining insight
into future economic adtivity, Unlike some forecasting metheds used in business proctice, the
models thot underiie econometric forecasts contoin variobles based in economic theory, The
forecasts come from historical relationships, similar to statistical correlations, among hotel market
measures and economic variobles. The medsures for the variables come from actual market
transaclions invelving individuals and firms interacting in the ecanemy.

Gaining insight into the futures of complicated economic environments requires the introduction
of multi-level forecasting modsls, Several egualions often need to be identified ond estimoted ta
model complex ecenomic conditions such as the national economy. Multi-equation models have
considerable oppecl for economic forecosting becouss they explicitly recognize the
interdependence of relationships commonly encountered in markets. Perfiops the best example of
this type of model iz one thot involves both the demand side and the supply side of markets, in
which prices of goods are set by the interaction of buyers and sellers. Thus, price oppears oz o

varioble in both the demand and supply equations.

A committee of hotel experts from PKF-HR and CBRE Hotels nerforms o thorough review of soch
model prediction. These assessments ore mode by locally-based hotel experts working in the
various offices around the U5, The quarterly forecasts for the current and forecast period years
are subject to review. The committee modifies the model's markel pradiction when there s
compelling evidence thot factors have came into play that the model could not possibly foresee. A
Super Bowl-type event, as an extrema example, would couse the commitiee’s forecast to differ
noticeably from the madel's prediction—not anly in the city in which the event will occur, but alsa
competing cifiss within the region. In most instances, hawavaer, the commitiee either defers ta the
madel pradiction or makas modest adjustments,

According to Hotel Horizons®, the hotel aullock lor all choin-affilicted properlies in the Wesi
Palm Beach lodging market is shown below, and includes hoth the full- and limited-service
segments, As indicated below, the local markel frends are impraving which is primarily due fo
continued improved overall aconomic conditions,

43
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LONG ISLAND AREA HOTEL OUTLOOK

- Total Market -
ADR RevPAR
Yaar Occupancy 5 Amount % Change % Amount % Change
2011 67, 9% $123.87 P/ A SH4 05 7.3%
2012 69.5% 5131.16 5.9% 591,09 B 4%
2013 72.6% 513565 3. 4% 598.55 8.2%
2014 70.9% 513973 3.0% 599 .04 0.5%
2015 F3.1% 514423 3.2% 510547 &,5%
2016 73.4% 5149.43 J.6% 510975 4,1%
Forecast 2017 73.3% 5154.80 3.0% $113.42 3.3%
Forecast 2018 73.1% 5159.52 10% %116.62 2.B%
Forecost 2019 73.0% 516325 23% 511924 2. 2%
Forecost 2020 72.8% S167.76 28% 812215 2.4%

Source: CBRE Hotel Harizons, dth Quearter, 2076

Arcording to Hotel Horizons®, the hotel outiook for Upper fier properties in the Long lsland

odging market is shown below,

Az indicoted below, the local market trends are improving

moderotely over the last several years, This is primornly due to improved sconomic condilions in

the metropolitan Mew York area.

LONG ISLAND AREA HOTEL OUTLOOK
- All Upper Tier Properiies

ADE RevPAR
Yeor Occuponcy § Amount % Chonge § Amount % Chaonge
2011 68 6% §141.51 MSA 39706 4.0%
2012 69 9% 5152.10 7.5% 310631 2.5%
203 71.4% $156.07 2.6% 5111.46 4 B%
2004 69 8% $160.57 29% 5112.02 0.5%
2015 72.1% $164.54 I 7% 512012 7. 2%
206 72.9% 1148.84 1.4% $123.14 2.5%
Forecast 2007 72.2% $174.04 31% $125.66 2.0%
Forecast 2018 71.5% $179.09 29% $128.04 1.9%
Forecost 201% 7i.6% $183 .41 2.4% 5131.34 2.6%
Forecast 2020 71.6% $188.72 29% 313514 2.9%

Source: CBRE Hotel Harizons, 4th Guorter, 2016

COMPETITIVE HOTEL MARKET ANALYSIS

The subject is clossified as & luxury resort hotel end s located in an ares commanly referred to os

easl end of Long lslond, and/or the Homptons,

variety of independent resort motals / hotels

CONFIDENTIAL
CONFIDENTIAL

Hotel developmeant in the oreo consists of o

They range from smaller limited service maotels,
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Markel Analysis

mom pop operotions to full service institutional type properties. The hotels are generally locoled
proximate to the oceantrant or within the downtown populated oreas of Montauk, Easthamptan,

Southompton ond Sag Harbor, sach considered resort communities.

Summary of Competitive Properties

The following toble provides o summory of the subject's compstitive hotel set.  These
comparobles were based on the lecation and amenities offered in the local area.
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PRIMARY COMPETITIVE HOTELS
12 Wonths Erding Febreary 1, 2018

Hymher Farzantoge Yaar Percestl of  Ceeupangy 404 [PHTE]
Propety af Aooms Competilive Buint Dec ¥r. Opan  Fenefrofion ADE Pemetmbion ResPak Penetml e
Gurnmys Inm Resort & Spe e 1005 1RO 65% 100% oa% farraa l1e% $377:41 Ty
Marthouk Beach House 3 100 TRSIRIOTL 60% - 65% 40 0% - TR0%  §5A0 . BATS 108% - 115% S3E0 - BhE0 1)M% - 1aEW
Tappings Reda ¥ 100% 213 60% - 65%. 10C%  OO% . TOO% 3455 - 4445 0% -100% R270- 52RO MOC-1I0%
Berans Cove &7 100% IPRAMRIOTS AOW - 454 100M 0% PRO%  B3ME-E5R5 ROM 1204 5215 8325 3N 125%
Maednuk Yockt Club s 100 IRZRRI0TS AON - &5% TSR RO B0% O3B B34E TOW-BOM SVO- 8320 AN BEW
Sautkamplaen b a0 1005% 1973/ma0Ts 55%. a0% 100% B5% - F5% 5315-35315 “&5%-T75%  S175-BEE5  AD% . VDM
Paneramic View <) 1007% 1950/RI012 40% - S0 S0% 0% - BO% BASS . 5565 170% . 150°% §2%0- 5300 T0SW- 1TR
Dvarall Tetnluldvaragas A3 61% L6540 L6690

Compied by CEAE
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PRIMARY COMPETITION

Estimuiec 20TH parked Mix

Mumber  fpes Expecis
Froporly Locolicn of Rooms Individual  Group Leisure  kaslouronl Leungn Susiness Center Pool 3po _ Farililies
Gumeys (nn Resort & Spa Moplauk, MY 109 | 9% % a5, T i ¥ L B ¥
Montouk Bench House Mortouk, MY a3 5% S 0% T ¥ ¥ ¥ M ¥
Tappings o Eagfkamplon, MY 22 5h 5% 0% ¥ ¥ ¥ ¥ ¥ ¥
Bovoms Cove Sag Morbor, MY 67 5% N % ¥ L L ¥ v L
Morteuk Yach Club Marhouk, FY 1ar 5% 5% Ll ¥ ¥ ¥ X: ¥ Y
Southampion Inn Zouthomphan, WY L] 5% 5% 20k ¥ L3 ¥ Y M ¥
Faneramic ¥i Monlouk, MY i 5% 5% Wit &) ™ ¥ ¥ M ¥
Clvar i A58 et % 9%
Cespiled by CB3E

T

month as of 12/31

5445, respeclively.

le el

fald

SUBJECT PROPERTY

GURREYS INMN AMD 5EA WATER SPA

he primary competitive set, including the subject, hos a total of 465 rooms.

The trailing 12

17 occupancy ond ADR achieved by these prooerties was roughly 61% and

CONFIDENTIAL
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The subject, Gurneys Montouk Resort and Seowoter Spo, is o 109-unit beachfront resort and
irenowned) seowater spo in Montouk on the east end of Long lsland, MY, The property, ance
known tor being o timeshare that has run its course, and wos o distressed restructuring in @
tronsoction occurring in 2013, |t was in foir condition in 2012 at the fime and was largaly
rencvated and converted inte an upscale beachfrond, free market rental resort, In 2013, the naw
investor negotioted o buyout of much of the timeshare interest and negotioted fo have the
remaining fimeshares relinguish their interest by 2018, 5 years abter the initial restructure
purchase. The new investor, infused needed capital inte the property renoveting much of the
commaon area focilities and reposition the inferior of the reoms/unils under ownership inte a chic
modern siyling os seen above. Rooms wera equipped with HDTVs, iPod docks and free Wi,

sprinkler systems and upgrodes to mechanicals systems, plus wet bars ond pull-oul sofas in

CONFIDENTIAL N CBRE
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soma, Many rooms olso feature private verandos, while 1- ond 2-bedroom suites have separate

living areas and private terraces facing the Atlantic Ocean

Property amenities include its high-guality beachfront restouront ond bars, as well as ifs
renowned yet io be renovated full-service spa, o recently renavated heated indeor saltwater poal
and gym. In 2014, the property hod an estimated ADR of 8405 and occuponey of 48%. In
2015, oz the property become more estoblished as an upscale partiolly free markst offering, the
property had an estimated ADR of $415 and sccupancy at 62%. Owners continued improvement
to the property and current ADR is uwpword of 3580 ond expeclafion = for confinued
improvement, The ownership has re-astablished the property os the premier resort on the eost

end of Lang lsland.

Gurneys by far hos the greatest set of amenities verses all in the competitive set,

PRIMARY COMPETITION

Mot listed in order of competitivenass.

MOMNTALNE BEACH HOWUSE

The Montauk Beach House iz 0 33-room notel with Food & Beverage outlel. Located ot 55 South

Elmwood Sirest in Montauk it is in the downtown district of Montouk and within ene block of the

a7
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batich. It was recently renovated and iz advertized as laid bock easl coast vibe and is o frend
setting hotel in the grea with o full Restoration Hardware refit. From beoch and pool lounges,
room furnishings, interior, exterior, F&B offering, etc,, oll is upscale comparad to its nearny local
compatition. As a trend setting property, it exhibited success ot o small boutique lavel. Its clientels
is clearly a younger, well to do demographic. The properly waos estimated to have o $550 -
$580 ADR for 2015 - 2017 ond occupancy remained in range of 60-465%, however the property
is open only seasonolly thus its ADR stofistics ars inflated compored to an annual caleulation as i

OoEen year round.

Bosed upan discussions with area monagers, current rack ralas and ream ond properly offering,

we estimate thot the subject property performs ot level above this proparty,

TOPPING ROSE
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T

The Topping Rose is o 22-rcom hotel housed in an 1842 Greek Revivol-style mansion with o
detached contemporary annex, It 15 odverfised as an ulira-chic hotel that 5 12 minutes’ walk
fram Bridgehaomplon train stotion and 3 mites from Ocean Rood Beach, It hos o roodside
location in Bridgehamplan but is not considered proximoie fo orea resorl omenilies such os
shopping or begches, however the hotel doss offter shultle service fo the Village and to local

beaches,

The moin house, pictured above, offars newly ranovated rooms with “peried” or clossic features,
as well as modern converniences of flot-screen TVs, iPod docks, free Wi-Fi and minibars. The
madern annex rooms, located ot the rear of the property add floor-fo-ceiling windows and somsa
rooms with terroces. Suites provide ferraces andfor living areas.  Their full service restaurant,
operoted under lean-Georges, offers o luxury yel quaint colonial style sefting, a terrace and
lounge and also provides room sarvice 24/7. There is a spo, fitness center and an outdoor poal.
The proparty was eslimaoted to hove o $3420-3430 ADE for 2015 ond occuponcy of 60-65%.
RevPAR incrensed as a function of improved ADR in 2014 and 20717 albeit occupancy remained

stakls,

This property underwant an upscale renovation in 2012/13 and has hit stide in terms of its
function, client and overall offering and performonce, The subject property offering has o similar

raom size, yel il does hove lorger suites and accommodation fo upsell. Both propedies, the
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Topping Rose and Gurneys hove an upscale amenity packoge with a high quality luxury product
offering. The subject properly is Ocaanfront and has significantly better water amenity, is larger
and hos superior gmenifies. Both hove upscale restaurant offerings, Bosed upon discussions
with area managers, current rack rate and room and property offering, we would astimate that
the subject property perform of level somewhaot higher given its waterfront amenity and greater

degree of amenities compared ‘o this property.

BARONS COVE

i
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The Barons Cove is o 67-room hotel offering o newly renovoted property in 5ag Horbor as of

2015, The property is comparable to the subject property in terms of its rooms os it received o
gut renovetion and renovated with an upscale luxury praduct. At renovation, o new Z-story
restaurant was also built, aftached to the inn. |t apened as fully renovated after a year being
closed in May 2015 The property iz ocross the street from Sdg Harbor marine ond has
waterviews from many rooms. It feotures some private balconies or terraces; modern decoroted
rooms with free Wi-Fi, flot-screen TVs and mini-fridgss. The restourant has o 60 seat feod ond
beverage upscale offering and lobby lounge. The trailing 12 month after opening reported an
ALK of $390-3400 in its tirst yeor after renovolion with an occupancy rote of 50-55%. In 2017
ofter fully being absorbed into the meorketploce, mancgement noted ADR of $500-5520 and
occupancy af 60-65%, The owner noted expectations were axceeded in both the first and second

year in terms of ADR performance, olbeit the F&B was noted to lag expectation,

This property is a smatller than thot of Gurneys, it hos guaint fee! and o good amenity, however it
is situated across from o maring and is not proximaote to a beach.  The subject property has o
superior water amenity ond significantly more amenitiss and will perform af o higher level than

this product nH:F.-rir"g
MOMNTAUK YACHT CLUB

(i b 8 AL
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This 107 -room resort is locoted on Star lsland and averlocks Laoke Montouk in Montauk Point,
east end of Long lsland, NY. This property, owned by |GY, Internoiional Global Yacht, has o
modern, nautical-theme in a protected hargor with o maring environment. The proparty includes
a 200+slip maring facilifaling vessals up to 200 feet. Approximotely 60% of the rooms were
reappointed in 2017 and include free WiFi and 40" flat-screen TVs, Keurig coffeemakers, mini
refrigeratars, refurbished walls and new cose goods. Rooms olso include private balconies or
ootios, some with lokefront and maring views.  There's a fitness center ond sauna, indeor and
outdoor pools, tennis courts and a spa. Thera dre 2 restaurants, the Alley Deck and Coast
Kitcher and the B-Bar. It hos varied meefing spoces, an indoor and cutdoor poel and a leunge.
The property is out of the downtown environment, and off the Atlantic Ocean beach, but offars
free shuttle services to downtown ond Montouk beaches. In 2074, the ADR was $295-5300 with
o 65%-70% occupancy and in 2015 the ADR was up ot $3715-3320 albeit occupancy fell fo 60%-
65%. Maonagement advised reduction in cccupancy in the year wos due to change in
management personnel and a weather related condition in the year given o rainy spell in secson.

In 2018, the rote was estimated ot $320-3330 ang occupancy remained in the 40%-653% range.
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This property 15 open March through November or 75% of the year. The ADR is considered

based upon open period.

The Montauk Yacht Club, albeit hos much amenities, is on enclave on its own, it is o distance
tram tha nightlife, the downlown Montauk area and the ocean beaches, although it has o small
kay beach on the property adjocent to the maoring.  The facility is olso operated by 1GY,
International Glahal Yacht, which is o ranowned boat / vacht club operatar, yet does not have
similor reputation os fop hospitelity operator. Monogement noted ofter the refresh upgrading
rooms and FF&E the property 2017 ADR was improved albeit occupancy remained ot 60%-65%

level. The bolance of the rooms are expected to be complated in the near term

THE SOUTHAMPTOM IMN

L54]
(]
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The Southamplon lnn is o %0-room hotal thot is located ot 91 Hill Boad in downtown
Southampton. The property is a Tudor style hotel proximate to area shopping and 1.5 miles from
the orec beaches. The rooms were upgraded in 2015 and have upscale casual décor. Rooms
offer free WiFi, flat-screens with cobkie TV, mini refrigerciors o desk ond  chair,
The propary hos a caléd' locoted in the lower level was largely underutilized as it had aged décar
and has not been upgraded along with the rooms in 2015, The property boasts indoar and
outdoor seafing and a farm-to-table menu for breakfost and lunch ot its restaurant, Clauda’s, |
olso is used for catering services, s located in o lower level are ond isn't considerad that visibla
or attractive as positioned. The property has o heoted outdoor pool, o croquet lown and o fannis
court. There is mesting space for functions and it has o childrer's ploy room, The main enfrance
room, named the library hos @ voulted ceiling, fireploce and o grand piano which all were
redone for the 2014 ssason. The hotel offers free shuttle service to the beach, In 2014, the
property, prior to its most recent rencvation, had an ADR of $295-3300 and occupancy of 44%.
In 2015, sfill prier te its commaon area renovation it hod an ADR of $310-3315 and accupancy
was noted to range from 45% - 50%. Manogement projected after renovation in 2074, $330-
$340 ADR was achieved ond occupancy wos upward over 50%, The performance of this
property is highly impacted by management decision to attract its client through OTA's, or anline
travel ogants. Monogemeant notes that 70% of the occuponcy is gained through this marketing
channel ond discounts published rates through this avenue. Maonagement also notes that they
pay commissions of upward of 18% o the OTA's for this service. ADR figures should be higher

given the marketing approoch of management.

This properfy has o good downtown location in Southampton, but lacks ony woter amenity,
although there iz shuttle to area beaches. |t is proximate to area shopping and restourant dining
options. Rooms hove a standard size with no suites or multi-room options, and the rooms do not
have any private or semi-private balconies or terraces. Batween its downtown location, and the

property's underutilized FAB, i# is considered mare as an inn verses a resort.

’ CBRE
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Given the difference of the |ocation, omenities and inn verses the resort otmosphere, as well os
the greater omenities of the oceanfront quality of the subject, the subject will perfarm at a higher
level than this property in terms both ADR ond Occupaney levels,

Other Meted Properties
PANORAMIC VIEW

4

The Panoramic Yiew is o coop residence and hotal with 49 hotel rooms, and 20 townhouse 4-5
bedrcom coops that is located at 272 Meontauk Highway in Montauk, New York, adjacent fo the
subject property. The proporty was most recently purchased in early 20148, by the similar
ownership of the mojority shareholder of the adjocent Gurneys (subject). The property is o cope
cod ond beach styled hotel that is beachfront on the Atlontic Ocean. |t is about o mile from
downrtown Mortouk and oreo shopping. The rooms were proposed for a cleanup for the 2016
season os |he property hod been in disarray from a distressed situation. After operating in 2016,
the property was to undergo o renovation in upscale format style of that of i's adjacent property,
Gurneys. Estimated forecasts for 2016 were proposed of $390-5400 with an occupancy at 50-
55%. Rooms offer flat-screens with cable TV, mini refrigerators and semi-private terraces.  The
praperty boasts o filness center, porking, outdoor pool and beoch rental shock ond upscale
cooperative residences. |t is noted thal the Panoramic View was largely not in service in 2015
due to o distress situction and come on line in summer season 2076 refreshed. In 2017
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opercted clong with odiacent Gurneys management, the oroperty offered 37 rooms in the
product mix and repored an ADR of $600-34650 and occupancy of 45%-50%,

Histarical Performance of the Compatitive Market

As noted, the preceding properties all compete for orea lodging demand and ore considerad
directly compatitive with the subject. Based on discussions with market participants and actual
detail of cperating history of the compsiitive properties, the historica! market occupancies,
overage daily room rates and RevPAR aver the poast several yeors are summarized in the following
table.

HISTORICAL MARKET PERFORMANCE
COMPETITIVE PROPERTIES

Room Might  Maorket  Room Might  Percem Average Poreand Parcent
Yeofr Supply  Occupancy Demand Change Daily Rate  Change RevPal Charge
2074 133,590 53.8% 71,871 344697 5184.67 -
205 133,590 57.1% 78,280 6.1% 364,82 F.1% §208.20 11.5%
2018 156,841 57.0% 89,475 17.3% £420.48 15.3% $23%9.87 15.2%
207 168,725 80, 7% 103,004 15.1% $465.49 10.7% 282,50 17.B%
Cal* b A% 10.8% B.5% 12.8%

* Compoutd Annual Growth
Saurge: CBRE Esrimotes

While CBRE hos mode several otiempis lo determine the level of new hotel supply entering the
marketploce, it is impossible to determine every hatel that will be developed in the future, when
they will be completed, ar their potentiol impact to the subject, In conducting sur investigations
regarding the potential for additions to supply in the competitive market, we determined that
there are no new hotels that would be considered competitive being developed in the subject
market, The inherent risk of any tuture new hotel supply has been implicitly considerad in the

selaction of o stobilized occupancy leval for the subject property.

HOTEL DEMAND GENERATORS

Demand for hotal rooms is categorized in three woys:

s  Demonstroted Demand: the demand olready captured at competitive hotsls;

¢ |nduced Demand: the demand that does not presently seek accommodations in the
competitive market, but could be persuaded 1o do so through marketing efforts, room rates,
facilities, services and amenities.

s  Unsotisfied Demand: the demond that seeks accommeadations in the market but is nol
satisfied due to one of a number of faclors: sell-ouls during peak seasen;: lack of o porticular
type of accommodation; lack of meeting space; or high room rates,

Hotel demand for the neighborhood is primarily generated by the seosonal tourist and whare

ooplicoble corporate demand from Mew York City and Long Islands lorge corporate markets,

B B
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Demand Segmentation

In most markets, overall demand varies based on the nature of travel, In most markets, the
lodging demand is generoted from three different segments: Corporate, Group/Meefing ond
Leisure travelers. |n some morkets, a fourth classification may be present, such as airline contract
or gevernmenl, A breskdown of the overall maorkst segments os well os the subject’'s mix of

business iz illustrated in the following fabls.

DEMAND SEGMENTATION - COMPETITIVE MARKET AND SUBJECT

Compatitive Sat Subject Property
Sagmeant 2017 Demand 20718 Demand % 2017 Demand 20718 Demand % Panatration
Cormp. Individual 5.4638 6,112 &% 2,329 2,604 10% 149%
Group 4474 4810 &% 1,164 1,302 5% 108%
Lavisure 79 3463 B5,283 B9% 19794 22,13 B5% 103%
Taotal BF 4TS 6,208 100% 23,290 26,036 100 1 08 %

Compilad by TERE

The following analysis schedule illustrotes our projections of future demand growth for the local

market by demand segment.

COMMERCIAL DEMAND SEGMENT

Commarcial travelers are defined as business people attracted by businessas in the area.  Most
demand fram the corporate segment is generafed between Sunday and Thursdoy nights and on
shoulder off peck seoson. The commercial segment demand ochates on Friday ond Soturday
nighls, and then increases somewhat on Sundoys. The typical duretion of oceupaney is one to
thres days and is charadierized by single occupancy, Historically, this demand segment hos been
somewhat less price sensitive than other segments,  The commercicl segment includes smaller
sub-segments, including corporate  transient demand and corporate  volume  discount,
Commercial ransient demand includes individuals visiting the companies in the immediate area
or passing through town, Often; these types of travelers are influenced by quality of the hofel,
brand loyalty, and location. Corporote volume demend is generoted by local firms and includes
amployess of the company or others doing business with the firm. Rates are often pre-negotiated
with the hotel and are sometimes discounted in return for a high number of occupied rooms.

In the subject's marketploce, there is limited corporate demand

MEETING AND GROUP DEMAND SEGMENT

Mesting and Group travelers are defined as any group occupying five or more rooms on o given
night. This segment includes corporate groups, ossociations, SMERF (social, military, educational,
religious, and fraternal) groups, This segment is typically aftrocted by a hotel's mesfing facilifies
and recrectional amenities in the area. Demand from corporate groups is typically generated
between Sundoy and Thursdoy nights, and con include corporote funchions, holiday parties,
incentive groups, sle, Often, corporate groups pay high rotes, especiolly incantive groups, where
companies "wine and ding” their top solesman ond upscale/lusury hotels. Carporate groups fend
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to hove a high level of single cccupancy, while other groups tend to hove more double
occupancy. Associolions and SMERF groups hove o more varied occupancy pottern and often
hold weekend meetings, This damand segment tends to be somewhat price sensitive. The typical
stay for group demand is between three and five doys. There is o perception [often true) that by
occupying o block of rooms, o volume discount should be given. Group/meeting travelers have
a tendency to stay at full-service hotels and utilize o hotel's food ond beverage foclities. This
segment is seasonal, and repeat business on an annual basis is not guaranteed. Ovarall, the
group/meeting segment is desirable as it provides for o full wilization of hete! facilities.

Meeting and Group demand in the subject's market oren is generated by companies and graups
looking to have off site mestings as far away os Mew York Cily.  Faciliies abtaining such
demand are typically the full service facilities hoving mesting space and or venues for weddings
and or parties. The subject hos such spoce accemmodaoting to o small degree both corporote
and group mestings, Demand from weddings ond paorties are more typical of this demand
segmant,

LEISURE DEMAND SEGMENT

Leisure travelers generally include vacationers or travelers possing through the area or travelling
to destination resort facilities, This category effectively includes all non-commercial related
travaiers too smell fo be defined os o group. This segment is typically aftrocted by a hoiel's
location relative to area aftractions (including friends/relatives), Demand fram leisure/transient
trovalars s typically generated throughout the week curing peak pericds, with more weekend
demond in peok seosonal periods os well as in the shoulder seasons, Leisure frovelers fend 1o
hava a high level of double or multiple occupancy. Both components of this demand segment
tend to be price sensitive. The typical stay for leisure trovelers is between two ond five doys.

The major attractions in the subject’s market area is the Atlartic Oceon Beoch. Montauk, an the
most end of Long Island, is understood as the ecst end of the Homplons, The Hamptons ara
renowned for its aftroction to well-heeled travelers and property owners from the local metre
region of New Yark City. It is known as the ployground of the rich and fomaous. There are madia
personalities, financiers, corporate moguls, atc, that summer in the MHamptons, Mantauk is one
of the marny townships that attroct such clientele and ransiant frovelars are oftrocted to those
personaliies, which drive demand in and of itself.  Montauk is well known for its fisheries
industry given its oceonfront charadleristics and the sost end of Long Island is olse well known for
its agriculture and harvests season, especially revelving around crea vineyards.

Future leisure demand is related to the overall health of the local and nofional economy.  As
discussed in the Regionul onalysis of this raport, the local and regional econemy has been
impraving,
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Segmented Demand Growth Conclusions

The First Quarter 2017 Hotel Marketview Snapshot report produced by CBRE, Inc. Econometric
Advisors (CBRE-EA} included the following guidonce regarding demand:

Demand Grows Mationwide

Responding to strengthening economic conditions, lodging demand grew by 2.8% vear-
over-yeor in Q1 compared with 2.3% in Q4 2016, Accelerating demand pushed up
occupancy to 61.1% in @1, o 0.9% increase from @1 2016, the highest level since STR
began compiling data in 1987. Although the 0.9% growth rote iz not historically high,
occupancy advanced ol the guickest quarterly pace singe 2015,

Among the chain scoles, upscels hotels handily outpoced oll other cotegories, with
demond growing 5.8% year-over-year in Q1. Upper midscale hotels grew the second
highest ot 3.8%. Economy hotels grew the most slowly ot 0.4% higher compared with Q1
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U5, hotels are forecas! to operale g! neor-record accupancy levels in 2017; CBRE
Hotels' Americas Research projects thal the U5, lodging industry will achieve an annual
occupancy rate of &5.0% in 2017, just shy of the 65.3% occupancy lavel expected for
2076,

The March-May, 2017 edilion of the Holel Horizens publication of CBRE Hotels included the
tollowing araphs dapicting historical and forecast growth of Cecupancy by segmant.
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Market Analysis

Bosed on historic trends for the vorous demand segments, the stote of the local ond notional
econamies, and conversations with lacal hotel operators in the marketplace, the applicable
demand segments ara projected to exhibil the following growth trends.

ANMUAL DEMAND GROWTH RATES

2074
Sogmenl 2019 20 2021 2022 2023 Faie] 033 and hayond
Corp. Individuc| LRUE 1.0 (LY 1.0%: EO%N 100 1.0% [
Group EO% 1.0% ¥ P b % 10% 1. 0% L 1.0
snisunn Uk 108 0% 104 1. 0r 1.0% 1.0% Lo
Compiled by CEAE

Latent Demand

Latent demand represents potential room nights in the morketploce that could not be
cccommoedated by the existing hotels, and comes in twe forms: Induced demand and displaced
demand. Induced demand represents odditional accommodated room rights by the introduction
of o new demand gererator, such os the construction of a conference center, g mejor company
moving into the ares, or the introduction of a new hotel that has distinct advantages over the
existing competitors.  Far this analysis, we have nel included induced demand in cur analysis,
given lhera is no new supply forecosted.

Displaced Demand

CBRE has also considerad displaced demand tor this analysis, Displaced demand occurs when
ndividuals are unable to rent o reom becouss oll of the hetels in the markstplace are filled to
copacity.,  As o resull, individuals must defer their trios or moke cccommodations in other
marksts. Becouse this demand was nol accommodated historically, it is not illustrated in the
astimale of the histeric accommodated room night demand. Displaced demand i illustraied
further in markels where there are disiingt high and low seasans, or several perieds of high and

law oceupancy throughout the year.

As discussed previously in this report, this is evident in the sost end of Long lsland during peak
summer vacation pariods. Rates are pushed endlessly given the endless demand of travelers fo
the araa, In the lost several yeors, Montouk and Gurney's have become very popular destinafion
locations and with thot we hove considered disploced demand occurs during peak summer
pariods from July 4" to Lobor Day, we have indicaled o figure of five percent disploced demand

for the leisure segment,

Based on market factors prasented throughout this section, the forecast of overoll demand growth
for the subject's market is illustrated as follews:

&0
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PATIECTED BASE DEMAND, AMMUAL GROWTH, AND MARKIT-WIDE QCCURAMCY

FOZS
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Based upon the historical performance of the market

ond due to the cyclical seasonol patterns

ond weskdoy versus weekend trends in the market in oddition to the projected new supply, it is

unlikely that the market will exceed the 70.0% percent level over the long term,

Furthermere,

with o six-yeor projecied recavery period fo move fowards stobilized operolions, we find these

projections reasonable.

HISTORIC OPERATING PERFORMAMNCE

The subject’s occupancy, ADR, and RevPAR history, including year-lo-dote figures, is illustroted os

tollows:

SUBJECT'S HISTORIC OPERATING PERFORMANCE

T o %
Period Occupancy Change  ADR  Chonge  RevPAR  Chonge

Yeor Ended: 12/31,/2015 37% -- $508.02 -- $288.78 -
Yaar Ended: 12/371,/20146 39% 2.9% 57434 13.1% 5335620 16.3%
Year Ended: 12/37,/2017 &65% 11.8% §577.04 0.5% $377.63 12.3%
2018 Budgel 65% 0.0% $577.61 01% $378.00 0.1%

Source; CBRE/Property Manogemeant
&1

CONFIDENTIAL
CONFIDENTIAL

CBRE

GURMNOQOOT4



1252

: !ﬂ_u_rk&! Annly.ﬁs

FORECAST OF OCCUPANCY AND AVERAGE DAILY RATE

The average daily rote and the overall occupancy of o ledging focility are the foundation for the
property’s financial perormenca, While o property’s othar revenue compaonents (food ond
beverage, telephone, spo, other income, efc)) are cruciol to the operation of the hotel, they are
dependent on the overall number of occupied rooms. Furthermore, the occupancy and overage
daily rote of a hotel are highly correlated. In reality, one cannol make a projection of ona
without o projection of the other. Therefors, while we hove made specfic projections of

occupancy, but have considered the subject's positioned rote in cur forecaost,

In order o project the future occupancy levels of the subject, we haove estimated the level of
potronage by market segment that con be reasonobly captured (penetrofion). The exient to
which the subject can capture demand frem soch maorket segment was estimoted by performing

a fair shore penetration analysis.

A hotel's fair share is defined as the number of availchle rooms divided by the total supply of
availoble rooms in the competitive markst, including the subject. Foctars indicating the subject
would possess competitive advantages sugpest o market penetration in excess of 100 parcent of
fair share, while competitive weoknasses are reflectad in panstrafion less than 100 percent, As
discussad, over tha past four years, the subject achieved o market penetratian ranging betwean
&0 - &3 parcent,

Penetration

Penetration is the relationship between a market's fair share and its actual share of the overall
demand, For example, a 100-room hotel would equate fo 10% of o 1,000 room competitive set,
If this hotel ware to capture 10% of the overall lodging demand, it would penetrate the market by

100 parcent.

Market peneiration, ar penatration rate, is the rotio of captured demand to fair share of demand,
Factors ingdicaling competitive advantages are bypically reflected in penefration rates obove 100
percent, whila, conversely, competitive disadvantages are reflected in pensatration rotes helow
100 percent. Actual penetration of each market segment by the Subject moy deviate from fair

market share for the reasons such as the follawing:

»  The competitive advantoges or disadvantages of the hotel varsus the competition taking inta
consideration such factors ns age, location, room rate structure, chain affiliation, quality of
management, morketing efforls, and image;

»  The choracterislics, needs, and composition of sach morkat segmeant;

s  The restroin on demand captured due to copacity constraints during cerfain perieds of the
waek or imes of the year; and

v Manogemaent decisions concerning target markets,

The current marksl penetration rotes of the competitive hotels and the subject, broken down by
demand sagment, dra illustrafed as follows:

: BRE
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SEGMENTED PENETRATICN
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Campdad by CERE
COMMERCIAL PENETRATION

Histarically, the subject hos ochieved o penefration rafic above most of the competitive
oroperties, This iz due to the quality product that iz better than all others in the market as well as
its renowred reputation in the market. Although this is o nominal amaunt of demand, the subject

has and will continue to achisve a greater than folr shore of this segement given high guality,

MEETING AND GROUP PENETRATION

Last year, the subject achieved a panetration significantly above the competitive propertiss. This
is dus to its on-site omenities, such as the spa, restaurants ond meeting space along with the
added vimenily ol Ihe cuean frontoge. The sublect will continue to penetrate this segment at o
lovel above its foir shore.

LEISURE PENETRATION

The subjec! has historically penetrated this segment above 100 percent, which is primarily
oHributed to its high end luxury product offering, ond geod reputation.  For this analysis, the
subject’s leisure penefrotion is anficipoted fo increcse slightly os the connctation of the post

timashare fades away.

Owarall, the subject improvemants represent o viohle hotel,  The projections of coptured
penetration rates for lhe subjecl by demond segment along with the resulting projections of

occupicd room-nights are illustrated as follows:

CONFIBENTIAL : CBRE
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PROJECTED SUBJECT PEMETRATION SCHEDULE

Year Ending 271/ 2018 2019 2020 2021 2022 2023 2024 2025 2026
SUBJECT PROPERTY FAIR SHARE

Marks Room Suepply 465 463 465 465 463 445 4S5 ELE] 455

Subject Avg. Reom Count oy oR 109 0% e 10% 0% g 1a%

Fuir Share 23.4%  23.4% 234%  734% 23.4%  Z34%  I34%  23.4% 23.4%

ROOM NIGHTS CAPTURED BY SUBJECT

Carp. Individual
Fair Shara 134%  23.4%  134%  E3AM 23.4% 23.4% 23a4% 234% 23.4%
Panebmiion Foctor 167.3% 169.2% 169.3% 1692% 149.0% 1692% 149.2% 1869.2% 149.2%
Market Shore 9,25 I9.7% A%TH 39 THR I 3PTH  A9TH I9.T%R a9, 7%
Damand 5,767 5825 5,8B3 5,958 6,007 4,041 5,722 6,200 4,745
Markel Share I9.2% ITTW ITTHR ITTH O IWTH ITTH O IRTW O IFTH QTR
Coptura 262 20310 3333 7363 IR0 2404 2 A42BE 2450 2.477

Group
Fair Shara 234%  23.4% Z234%  23.4%  23.4%  Z3.4%  234%  23.4%  23.4%
Ponetration Foctar 107.8% 110.0% 11000% 1900% 1100% 110.0% 110.0% 110.0% 110.0%
Mrket Share 253%  285.8% 2548% ESBW  25.8% I5B%W 2S5AW 25.8% 25
Demond 4,474 4,818 4,564 4,422 4,655 4,702 4,748 4 E10 4844
Markal Shara 253% 258% 25B%  258% R5B%  I5B%  25.8%  258% 5%
Coplura 1,131 1,145 1,377 1,192 1,200 1212 1,225 1,240 1,247

Lelsure
Fair Shara 234%  2B4%  73a4% I3.4% 23.4% T34% 23.4% 234%  Z3.4%
Penatration Foeler 103.5% 1700% T10.0% T100% 1700% 170.0% 1100% 110.0% 110.0%
Market Shore 24.3% 258% 258% I58Wm 258% 258% 25BW 25.A% 258%
Demand 79,234 84,028 B4868 BS 952 BE6AT4 BT 44D BA314 89447 90,089
Mariai Share 24.3% 258% 2568% 258% I5B% 258% I58% 258% 25.8%
Capture 19,224 21,667 21,883 22963 22323 22544 20772 33063 33,229

Total Captura 22,616 25,142 25393 IS5 7B 25903 26,141 74,424 246,742 24,935

Patential Subjoct Occupancy 36.8% 43 % 43B% A45% 65 7%  A5EWN  A&4W A7% &7 8%

Qverall Potantial Subjec

Penetration 107 8% 113:7% 193.7% 113.7% 173.7% 113 7% 113.7% 1rarwm 113.7%

Comipiled by CBRE

The overall accommodated roam night damand is mulfiplied by the subject's fair share and by

the projected penstrofion rotio to derive the subject’s accommedated room night demand.

Although the subject's illustrated occcupancy rotes increase ofter the stabilized yeor, we have

salected &3.0% as the stabilized occupancy figure. The stabilized occupancy figure is intended o

be an averoge figure ovar the projected holding period. Tha following depicts the derivation of

the occupancy projections for the subject.
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SUBJECT PROPERTY ESTIMATED OCCUPANCY

Competitive Set Year Ending 1/31/ 2019 2020 2021

Room Mights Captured 25,742 25393 25,718
Available Room Nights 39,785 39,785 39,894
Patential Subject Cccupancy 63.2%  63.8%  64.5%
Rounded Qccupancy 63% 64% 64%

Owverall Patential Subject Market Share 26.6% 26.6% 26.6%
Owerall Potential Subject Penetrotion 113.7% 113.7% 113.7%

Campiled by CBRE

Avarage Daily Rate

As nated praviausly, one of the most impartant considerations in deriving ar opinion of value of
o hotel is its forecast of u supporteble overcge daily rate [ADR). The ADR of a hotel can be
colculoted by dividing the tatal rooms revenue by the total number of accupied rooms achisved
during ¢ specfied period of fime,

SUBJECT'S COMPETITIVE POSITIONING

Atthough the forecaost of average daily rote follows the discussion of luture accupancy, these two
figures are highly correfated, and one cannot make projections of eccupancy without specific
assumplions of ADR. This relationship iz defined by RevPAR, or Revenue Per Avoilable Room.
RevPAR is the measure of o property’s aobility to moximize reoms revenue.  Theoretically, for
example, if a lodging properly's ADR increases substantially (with ne maorket influencing factors),
ity oecuponcy would deersase.  Conversely, il o property’s ADR decrenses, an increase in
occupancy would be anficipated.  |n each instance, RevPAR would remain unchanged. The

historic ADR and RevPAR for the subject ond the competitive sat is illusiroted as follows:

SUBJECT AND COMPETITIVE ADR AND REVPAR

2018 2018
Proparty ADR FevPAR
Subject {Gurneys Inn Resort & Spa) $577.04 8377.63
Montauk Beach Howse £565 - $575 350 - §3460
Toppings Rose $455 - 5465 $2/0 - 3280
Boronz Cove £515- 3525 $315 - 5325
Mantauk Yacht Club $335 - 5345 5210 - 5220
Southamptan Inn £325- 3335 5175- 5785
Panoramic View $655 - 5665 5290 - 5300
Market Weighted Average 346549 $2468.98
Subjects Positioned ADR os of 2/1/2018: §577.04 $377.63

Source: CBRE
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As illustrated in the preceding chor, the subject is generally obove the rangs relative to the
competitive properties with respect to rate.  This is o function of the subject’s |location varied

superior dmenities, location en the beoch, good reputation and managament

The subject's historic ADR including the trailing twelve manths (TTM} iz illustroted os follows:

SUBJECT'S HISTORIC ADR TRENDS

Periad ADR % Changs
Year Ended: 12/31/2015 5508.02 -
Yeor Ended; 12/31/2016 §574.34 13.1%
Yaar Ended: 12/31,/2017 $577.04 0.5%
2018 Budga’i‘ E577.61 0. 1%

Source: CBRE/Proparty Monogemant

FACTORS AFFECTING ADR

The First Quartar 2017 Hotel Marketview report produced by CBRE, Inc. Econometric Advisors
[{CBRE-EA) included the following guidance regarding ADR and RevPAR:

ADR Shows Slow, Steady Gain
Record occupancy produced only modest ADR goins, with rotes increasing 2.5% year-
ovar-vear in Q1. With the highest occupancy levels, luxury and upper-upscale praperties
registered the greatest ADR gains in Q1. Econemy hotels also enjoyed relatively strong
ADR growth (2.4%), despite recording the lowest occupancy level. The upscale segment
lagged the most in ADR growth.

RevPAR growth amang the scales had mare varialion, with midscole hotels incraasing tha
most at 3.5% yeor-over-year, Upper-upscale hotels' RevPAR growth occelerated to 3%
year-over-yadr in Q7 compared with 0.6% in Q£ 2018, Owerall the industry registerad
year-over-yeor RevPAR growth of 3.4%,

The March-May, 2017 Hetel Horizons publicotion of CBRE Hotels included the following graohs
depicting historical and forecast growth of ADR by segment.

Falsibif 147 Lower-Frcad Avarage Daily Tote [AITE) Fahihin §5° Upper-Priced Avarcye Doy Role (RER)

—_— lpger Midscale —tl Lumary

Midsoafie == Fionory Uppar Upscake = Ipscnle

il bt
T S S, X P T S S L T Y 18 x
F& PSS FSdd P RS
Souwna: CARE Hotels' Amonicos Reseaich, 552, 04 2014 Sounce: [BRE Horals' Amances Rrsmd, TR, 04 2014
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Morket Anolysis

There are several fuctors affecting avernge daily rote increcses thot da not necessarily paraliet
changes in inflation, A lodging property’s ability to raise room rotes ars influencsd by several

factors, and include:

Supply ond Demond Relationships

The relationship betwsen supply ond demand is o strong determining faclor for increases or
decreases in a property's overoge daily rate. In markels whare supply is limited and demand is
strong, increases in rates obove inflationary levels are cammon. Corversely, markets thot have
low barriers to entry or declining demand are oflen characterized by little or no growth in rate,

Inflatignary Pressures
Price increases coused by inflationary pressures fend to minirmize prefit morgins, thereby forcing
hotel operators to raise rotes,  However, this iz only effective in maorkets where supply and

demond exhibit o healthy relotionsnip.

[mgrowing the Competitive Standard

In some marleats, o new property may enter the marketplace with o positioned ADR significantly
higher than the other competitive hotels, and will raise the leval the market will bear, thereby
raising the campetitive standard. This is often charocterized by o new hotels in o morket that hos

hod litfle or no new supply for several years or even decades.

Property Specfic Impravemenss

Capital Improvements in o hotel that make it more altractive to guests typically have an upward
impact on rale.  Rooms renovations, exponsions, addifional amenities, ond renovations to
common areas may allow greater than inflatienary increases.

According 1o local hotel professionols ond rental agencies, ADR trends for the area are
anficipated to increase for 2018 by an inflofionary leval. The subjed, however, as it hos excused
itzalf fraom obligation of fimeshare membership and is frae market in 100% of the facdility for the
first time in o long history, we forecast the propery to ochieve a beter than inflation expectation
in revenue forecasting 5.0% ADR growth in the first twe yeors of the forecost. The projections for

ADR growth and the resulting rates used in the anclysis are illustroted os follows:

v CBRE
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SUBJECT'S ESTIMATED ADR

12 Months ADE Eztimaoted
Ending Cirowih ADR
2/1/2018 -- 5577.04
214720019 5.0% £605.90
2/14/2020 5.0% 563619
2/14/2021 3.0% $435,28
2/14/2022 3.0% 567493
2/14/2023 3.0% £495.18
2/14/2024 3.0% 5716.04
2/14/2025 3.0% £737.52

* |nflationary adjustment of 0.0% from 2/01/18
through 2/14/18 [projection start dote)

Source: TBRE

CONCLUSION

The subject's occupancy, ADR, RevPAR, and carresponding room revenue for the first several

years of our projection analysis are illustrated as follows:

OCCUPANCY, ADR, & ROOMS REVENUE CONCLUSIONS

Fiscol Yeor Ending 2/12/ 2019 2020 2021 2022 2023
Avg. Available Rooms 109 109 09 109 109
Annuol Room Mights 34,785 19,785 19 824 39,785 39,785
COccupancy 63% &63% 63% 63% 3%
Cecupiod Rooms 25065 25,045 25,133 25,065 25,065
ADR 580590 5835619 £655 .28 547493 695,18
RevPAR $381.71 £400.80 £472 82 5425217 $437.97
RavPAR Growth 5.0% 3.0% 3.0% 3.0%
Total Rooms Revenue $15,186,512 §15045838 376469211 814,914,939 §17,424 447

Source: CARE

Basad on the foregoing analysis, the indicated eccupancy ond ADR figures are achievable,
Although it is possible that the subject will experience grawth in accupancy and ADR above those
estirnated in this report, it is clso possible that sudden sconamic downturns, unexpected additions
to rooms supply, the end of the il boam, or other external factors will force the property below
the selected point of stability,. Consequently, the estimoted occupancy and ADR levels are
reprasentative of the most likaly potenticl operaiions of the subjact aver the projected holding

period based on cur analysis of the market as of the date of this appraisal,

Our projechions include o sustainoble occupancy ond market supported ADR. The subjec's
projection of rooms revanue is illustrated ogain in the Income Capitalization Section of this

report,
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Highest and Best Use

Highest and Best Use

In opproisel prociice, the concept of highest and bes! use represents the premise upon which
value is based. The four criteria the highest ond best use must meet are:

. lagally permissible;

. physically possikle;

. financially feasible; and
. maximally productive,

The highest and best use analysis of the subject is discussed balow,

AS VACANT
Legally Permissible

The lepaolly permissible uses were discussed in the 5ite Analysis and Zoning Sections is as
residential,

Physically Possible

The subject is adequeately served by utilities, and hos an odeguote shope and size, sufficient
occess, efc, 1o be o separalely developabla site, There are no known physical reosons why the
subjed site would net sunpert any legally proboble development (ie. it appears adequate for
development],

Existing structures on similar sites provides odditional evidence for the physical pessibility of

develooment.

Financially Feasible

Patential uses of the site include residential use only. The determination of financial feasibility is
dependent primarily on the relationship of supply and demand for the legally proboble land uses
versus the cost to creats the uses. As discussed in the market analysis, the sublect hotel market is
generally stabilized. Development of new residential preperties has eccurred in the past faw years
illustroting demand for waterdront and vacation second heme properties on the east end of Long
Island.  [hese new developments illustrote thet residential development is frasible provided land
is obigined of rensonoble levels illustrating continued demand and feasibility,

Maximally Praductive - Conclusion

The final test of highest and best use of the site as it vacant is that the use be moximally
productive, yielding the highest return to the land.

Based on the information presented above ond upon information contained in the maorket and
neighborhood onalysis, we conclude that the highest and bast use of the subject as if vacant
would be the development of o hotel property. Maore specifically, the subject would be developed
at a density maximizing its development ability and Hoor aren, which would be typical of

developers of any project in this market. Cur analysis of the subject and its respective maorkst
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characteristics indicate the most likely buyer, as if vocant, would be an investor {land speculation)

or o developer.

AS IMPROVED
Legally Permissible
The site has been improved with o hotel development thot is a pre-existing legal, nonconforming

Use.

Physically Possible

Tha loyout and positioning of the improvements are considared functional for hotel use, While it
would be physically possible for o wide variety of uses, based on the legal restrictions and the
dasign of the improvements, the confinued use of the proparty far hotel users would be the most

functional use.

Financially Feasible

The finoncial feasibility of o hotel property is based on the amount of rent which can be
generated, lass operoting expenses requirad to generate that income; if a residual ameount exists,
then the land is being put to o productive use. Bosed upon the income capifolization approach
conclusion, the subject s producing o positive net cash flow and continued uiilization of the

impravemeants for hotel purpases is considerad financially faosible.

Maximally Productive - Conclusion

Az shown in the applicable valuation sections, buildings that are similar to the subject have been
acquired or continue to be used by hotsl guests. None of the comparable buildings hove been

acquired for conversion fo an olternative use,

Bosed on the forsgoing, the highest and best use of the property, us improved, is consistent with
the existing use as o hotel developmant,
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Sales Comparison Approath

The following map and table summarize the comporanle daota used in the voluation of the

subject. A detoiled description of each transaction is included in the addenda,
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Salas Comparison Approach

The soles uwlilized represent the best doto availobls for comparison with the subject. They were
selected from our research of comporable improved sales with the local areo as well os outside

the arew in destinotion locations and of hotels with significant F&B and Spa revenues,

The sales utilized represent the best dato availeble for comparisan with the subject. They were
selected from our research of comparable improved sales within the grealer South shore of
Eastern Lang Island from Wasthampton to Montauk. These sales were chosen based upon their
raspechive locolions, amenities and scole,

Real Property Rights Conveyed

In all coses, the soles consisted of the fransfar of the fee simple estate. That is, all properties were
free of encumbrance reguiring no adjustiments,

Financing
In all coses, the sales resulted in cosh to the ssllers and no other atypical financing vehicles wars

noted. Mo adjustment for financing is therefore required.

Time/Market Conditions

The five soles cover o period of fime from 2013 te 2016. We hove considered o 10%

nppreciation adjustment for sale & as it occurred eorlier in 2013 in inferior morket conditions.

DISCUSSION/ANALYSIS OF IMPROVED SALES
Improved Sale One

This comparable is of the sale of the Oceanside Beach hotel in Montauk, |t is the mast recent
sale in the area illustroting demana exists for the hotel asset dass in the area.  The property
consisled of a 32 unit 2-story resort hotel located ot 626 Montauk Highway ot the foot of the
downtown Montauk hamlet. |t is across the streel from the beach. The improvements wera
constructed in 1950's and were in average - fair condition at the time of sole. The transaction
occurred in December 2016 for $10,000,000. The going in capitalization rate on existing
income was 10.3%. The purchaser, who hes interasts in other restauranis in Mantauk and
considerad they had synergies between them and then intended to upgrade the facility with o
$1.75 million renavation bringing in an all in price of $11,750,000 or $3467,188 per room. The
buyer hod proforma of $27,000 in NOI aofter the copital refrash which illustrated o copitalization
rate of 7.35%, The going in rate was higher at gver 10% however.

This proparty, built in tha lote 1950's was in fair condilion ond needed upgrade, The déecor and
furnishings was 1980's vintuge. The groperty is an inn with na F&B, ne spa, minimal amenilies
excapt for an outdoor pool which was adjocent to the parking lot area and olongside Mantauk
Highway it was considered to have on inferior location compared to that of the subject. An
upward adjustmant is made for inferior overall unit size os this property contains smaller units
than that of the subject. The property is in averall fair to average condition ond required upward

adjustment for inferior congition compared to the subject, albeit even proposed to receive an
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upgrode,  The property does nat hove an FAB or spo amenily and is across the street from the
beach all requiring upward adjustments. Overall the sale is adivsted upward significantly for a

variety of inferior conditions.

Improved Sale Two

This comparable is the sole of the 515 Scuih Beach Hotal located ot 1701 Celling Avenue in
Miami Beach, Florida. This property consisted of 140 rooms in a mid-rise hotel structure that is
located on the Colling Avenue oceanfront strip in South Beach, Miami Beach Florida, I was seld
for $125,000,000 or $892.857 per room in June 2015, The property wos operating ot a
slobilized lavel of 77% and had an NO| of 364,286 per room implying on overoll copitalization
rate of 7.2%. This property is adjusted downward for its higher stobilized occupancy and nat
revenues which are driven by the superior veor round location. In oddition, we hove adjusted the
sale for quality of the improvement given it is a concrete fire proof construclion structure which is

superiar to that of the subject low rise construction and largely wood framing,
Improved Sale Three

This comparable is of the sale of the Pancramic View Hotel's balance of the &4 units ot this 72-
unit cooperative facility. The property, which included 12 townhomes thot were newly renovoted
and 49 rooms ond 3 detoched cottoges thal were vintage condition situoted on 9.6 acres of
oceanfraont land on Old Montauk Highway in Montauk, Mew York. The property is a compound
of several multi-unit structures that are spread throughout the beachfront compeound. The studic
and detached residence units are rental units and the 12 townheuses were in the process of or
baing nearly completed in o full-scale renovation and available for sale. The property was
purchasad by an entity controlled by the majority sharehalder of the adjocent Gurneys Resort
(subject). The property was sold in o government auction process; however, it was well marketed
ond wos not considered o distressed sole so to speak.  The property was purchassd for
$63,000,000 or $984,375 per unit overall, The townhomes were estimated 1o hove o value of
£3,000,000 - 83,500,000 per eoch townhome for purpose of the analysis, o tofol of
£34,000,000 (bosed on o net sale of $3,000,000 each), wos deducted off the purchose price to
viald the value 1o the un renovatad rooms and coflages of $27.000,000 or $519,231 per unit,
Thase units were completed in renovation and evantually priced much higher,

Given the odjacent property owner purchased this asset, o downward odjustment has been made
to reflect the added incentive of ownership from this buyer, This property, located adjocent o
Gurneys dard no locofion adjustment is warranted.  The 49 un-renovatad units and the 3
detached residences were inferior in condition compored to the subject and an upward
adiustment has been made for their respective condition. The property rooms and residences are
ane and twa story low-rise, similar 1o the low-rise of the subject, vel are very aged, not upgraded
and with significantly inferior mechanical sysfems compared to the subject and thus odjustec
upward for quality of construction, The property doss not have en FAB or spo component ond iz
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odjusted upward for inferior amenities.  Owverall the sale is adjusted upward largely to reflect its
inferior age, guality and inferior set of amanities,

Improved Sale Four

This comporable is the sale of the Malibu Beach Inn situated along the Pacific Coost Highway in
Malibu, California,  This properly, built in 1989, wos sold in February 2015 for o reportad price
of $79,000,000 or 81,700,000 per room for the 47 reams.  This property wos operoting ot o
20% stabilized occupancy ond had reported NOI of 368,000 per room implying on overall
capitalization rote of 4.0%.  This property is situoted overiooking the Pacific in Malibu Beach, |t
is considerad to hove o superior year round locotion compared to the subject ond reguired a
downword adjustment for this location cheraderistic.  The property hos a significantly higher
MO per room which iz due 1o its higher stabilized occupancy in o year round location and higher
RevPar compored to the subject. This property has large room suites, and it is newer and is
adjusted for these superior charocteristics.  Cwerall the sale required a significant downward

adjustment due o these superior qualities.

Improved Sale Five

Thiz comparable is the sale of the Bardessano Hotel and Spa located in Yountville, Napa Valley
California.  The property sold for 585,000,000 or §1,370,968 per room. Itis o 62 unit hotel
built in 2009 in very good condition with significant spa, food and beverage services in o
renawned year round lecotion.  The property was reported fo be daing o stabilized occupaoncy of
B2% ond had an 383,492 per roam MO| implying an averall capitalization rate of 6.09%.

This property is in superior guality ond condifion and is adjusted downward for its newer
construction.  Is occupancy, of 82%, is superior 1o the subject and the MO is driven by the year
round lecation and the high quality and amenilies offered warranfing dewnward adjustments for
each.  Overall the property is adjusied downward for o voriety of superior characteristics and

amenities,

Improved Sale Six

This comparable is the sale of the Auberge Calistogo Ronch and Spa located in Calisioga, Napa
Valley, Califarnia. Tha Auberge Caolistoga is o 50-unii resort built in 2004 and in good
condition, The propery sald in July 2015 for o reperted orice of $55,000,000 or 31,100,000
per unit, It had a significant spe, food and beveroge services and is located in o renowned year
round location. The properly was reporied to be doing o stabilized cccupancy of B0% and hed a
$74,250 per roam NQ! implying an overall capitalization rate of £.75%,

This property is in superior quality and condition ond is adjusted downward for its newer
construction, s occupaney at 80% is superior to the subject ond the MO iz driven by the year
raund location and high quality of amenities offered warranting downward adjustments for-each.

Crerall the property is adjusted downward for o variety of superior characteristics,
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The following odjustment analysis illusirotes o quontitative odjustment for the varying

charocteristics of the sales verses the subject.

SUMMARY OF ADJUSTMENTS

Bosed on our comparative analysis, the following charl summarizes the adjustments warranted to

eoch comparable.

HOTEL SALES ADJUSTMENT GRID

Sabij.
Comporabla Mumbes | 2 3 4 8 & Pra

Forma
Trangaction Typa Sole Sale Bale Sole Sale Sofn
Trarsadlicn Dote Dec: 16 June 18 Dep-15 Fab-15 Hul-15 L

1958,

Yaar Buli 1950% 1939,2012 1972R2016 1949 0o 2004 1938
MHa. Roami ] 144 ¥ 47 [ A0 109
Actial Sale Price 10,000,000 . 5125,000000 §463,000,000 579900003  585005,000 555,000,000 .
Adiusied Sela Prica ' $I,750.000  $125,000000  $I7.000,000  $P9N00000  $85,000.000  $55000,000
Price Far Room §347,188 5892, 857 $519.2131 £1,700,000 §1.370.,948 51,100,000
Ciccwpanty 5% 7a Ha el B3% Ao B53%
Giross Room Rev. Multiplier HA .41 LY A 4.5 Ha
O Pes Room £212.000 L4, 284 Pk L4000 £01 497 472 260 141,273
R 7.15% 7. LA 4.00% &.09% 6. 75%
A Prica Per Room 1357 183 1832857 £519,231 81,700,000 £1,370,948 51, 100,000
Frapery Rignts Carmyet o5 o o o5 o %
Finoncing Terms } [4:] (453 [} o O (i
Condlima of Sola e oY% T0% o % %
wuit bl Cusidilfsn [Tirs) o 0% D% L% e 1
Swbictnl - Frice Par Room 347,188 £892 E57 L4867, 306 1,700,000 £1,370,948 51,210,000
Location o 10% O 0% 15% -15%
Avardgs Ecom Sza 10%: [+ 0% -0 -0 - 10
Age/Condilion 0% 1P 25% Pl D% -20%
Gualiy of Conetruction 0% 0% | % (K31 0% 0%
Teanomic Fackare L 0% 0% {F % 0%
Amondics A0 %% 0, 1 fhi% 0%
Farking o5 fee (15 (h] e 0%
Oihar R % 0% {0 e 0%
Tabal Drher ddjusimant B0% 210% 55% 50% «4 5% -45%
Indlcoted Valfue Per Boom $6460,938 5714, 288 724,327 LA50,000 $754,032 5665500
Ahsaiute Adiushinenl % 20% &5% S 45% 55%

Adjusied for manh squivalancy, lanss-ap andgar defamed maintanence {wiwrs opolicobis)
Carmliad by CERE

Cwvorall, the Comporables illustrate o roange fram $6460,%38 {o 3850000 ond average al
8728,180 per room

MARKET PARTICIPANTS

Market perticipants indicote that there is o good demand for quality assets in “the Homptons”,
Brokers indicate that these properiies are viewed os ego purchosez by well-heeled investors, or
investments for income or redevelopments, yel again by well-heeled investors with the thought
that there ore tew good guolity properfies tha! ever come to the market in “the Hamptons”,
Mortauk included in thal area. The subject property represents o redeveloped ossel wilh
ranowned reputation that it is well located in o very popular, cultured with high demographic
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charocter. It has high appeal given it size, spo ond foed and beverage operations. No brokers
would pin a pricing on the property but noted the value wos "thera” in terms of the investment
oppeal. Demand would come from a variety of investor types who ore traditional hotel opsrators
and then those who hove no hatel bockground and want to park capital in an upscale ane of o
kind asset in "the Hamplons”, Discussion with areq commercial brokers, did however indicota
thera has been o high demand for quality locations and maost any commartinl product in the
Hamptans, yet nothing much comeas up for sale or within reason,  Albeit unconfirmed, the
Mapiune reportedly was for scle for $3,800,000 and was allegedly sofd in the summer 2018,
however no confirmation of the sale, ner ware we able to abtain o recorded deed ransfer. This
properly had 12 rooms ond haos no amenities, no walerfront, etc. Although unconfirmed, the
price of $3,800,000 is 316,666 per key, |tis soid to have been purchased by another Montaul
oroperty owner to be used for employes housing. The Atlantic Terrace was being offered guietly
Inet public) for sale of a reported price of 345,000,000 or $468,750 per key for 6 units, This
property hos o small F&B (snack shop), is ocsan front and hos o poaol, It is o generic concrete
block building that is much inferior to the subject property. 435 East Lake Drive, a small 19-unit
properly wilth small 20-slip maring on 114+ acres {upland end in waler) was listed for sole at
516,000,000, This property had 2,000 5F of spoce in maring store, 19 rooms and an open air
restaurant. |t was awaiting site plan approval for development of 27,000 5F of potential
development, but given the difficulty with obtaining any permiis, this listing is likely fo sit. The
asking price reflected $842 105 per unit.  The Fort Pong Lodge, with 13 units and 7,100 5F
located on 1.7 ocres on Fort Pand was ovoilable for $6,300,000 or $484,615 per unit,  This
property had no FAB amenity ond significantly inferior to the subject  Other listings and alleged
for sale properties in Montauk include Gesman’s Dock, o 14 ocre compeound that was rumored
to have bean put on the markel for sale in early 2017 at $52.5 million. The Gosman compound
includes o commercial marina/dock, restourant with 477 =eals, o 300 car parking lot, & ratail
shops and 3 motal buildings with 57 units on 14 acres of waoterdront land. It allegedly had o
signed controct at $38 million, however was predicoted on obiaining permizssion of development
of their odjocent parking area with odditional hotel rooms ond os of yet it hos rot consummatad

as na permits are issued. Market participanis noted thal there hos been interest in the icanic sita,

Overall, market participants indicate that there iz much continued interast in investment assets in
Montauk, yet few come to maorket and those that do appeor to be overly oriced or don't reach

public listing.

SALE COMPARISON APPROACH CONCLUSION
The following toble summarizes the stabilized value indications and the concluded valus of the

subject, vio tha Sales Comporison Approach.
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Soles Comporison Approach

SALES COMPARISON APPROACH

Total Rooms X Value Per Room = Value
0% - 5700,000 = 576,300,000
109 X £750,000 s $81,750,000

VALUE CONCLUSION

Indicated Stobilized Value
Rounded
Value Per Room

$80,000,000
$80,000,000
5733,945

Compiled by CBRE
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Income Capitalization Approach

The following maop and table summarize the primary comparable dota used in the valuation of
the subject. A detailed description of each transaction is included in the market analysis section
of the report.
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SUMMARY OF COMPETITIVE PROPERTIES

The prior tables summarize the primary competitive set applicoble to the subject property. Thesa
properties have been analyred ond were described in detail in the hatel market analysis section,

The primary competitive set, including the subject, has o total of 465 reoms. The trailing 12

manth as of 2/1/2018 occcupancy and ADR achieved by these properties was roughly 61% and
2445, respactivaly.

OCCUPANCY, ADR, AND REVPAR CONCLUSIONS

The subject’s occupancy, ADR, RevPAR, ond corresponding reom revenus for the firsl several

years of our projection analysis are illustratea os follows and were discussed and analyzad in the

hotel morkst analysis:

OCCUPANCY, ADR, & ROOMS REVENUE CONCLUSIONS

Fiscal Year Ending 2/12/ 2019 20240 2021 2022 2023
Avg. Available Rooms 109 e 109 109 109
Annual Room Mights 39,785 39,785 35,894 39,785 19,785
Orecupancy H3% G3% 63% 63% &3%
Occupied Rooms 25,065 25,065 25,133 25,043 250465
AR 560590 563619 565528 567493 569578
RavPaR 538171 F400.80 541282 5425 21 3437.97
RevPAR Growth 5.0% 3.0% 3.0% 3.0%
Total Recms Rovenue 515,186,512 $159456838 5164469211 F16,916,93% §17,434 447
Soures: CHRE

INCOME AMND EXPENSE HISTORY

Historicol income and expense dota was made avoilakle and is summarized in the table thel
follows. For purposes of our cnolysis, we assume the information provided ‘s accurate, Whera
appliceble, we hove reclassified the availoble information to conform to the Uniform System of
Accounts for the Lodging Industry, an industry-standard accounting format. The Uniform System
of Accounts for the Lodging Industry was developed by the American Hetel & Motel Assaciation
und is in general use throughout the hospitality industry. In confermance with this system of
account classificotions, only direct operafing expenses are charged to operoling depariments of
the haotal. The general overhead items which ore applicable to operations os a whole are
classified os undistributed operating expenses and include edministration and general expenses,
muorkefing expenses, propery operations and maointenance expenses, energy and ufility costs,
management fess, property toxes, Insurance, ond a reserve for replocement.  The subjec
oparating statements have bean reconstrucied 1o conform to the Uniform System of Accounts for
the Lodging Industry.

Tha fallowing are summaries of the avoilable subject operating histarical operating resulis.

CONFIDENTIAL " CBRE

CONFIDENTIAL GURNOG00S2



1270

E80000NHND THILNITEANCD

m I m U THILNITANOD
0d

ey e, ey

sy [ (Y e S0 A R VaS eiakd ks e P RS Ay e amaseal e

SUHEIE W TS =Dl RTINS ACEES TS i CRYDLL'TS oy e larrrerisl - eI EFLT ST foeleees LIS IO LI
[ & L1 -1 Hul o L 53 o =1 e L apat " e [u3 ey Py
[ o w20 L ze01 1] =0% -] I o LEL ] ] o (11 L) ol g gy g
FEYLTH LRIRT WL e REE I ier FLILS RaL SELTLLLS LLTE EIEIE HEH LIEIV T 45 15] LLELE HOE Eiysit] ewmct) P sasmon e e ey )
=1 11-2] wa EEL T Liga ] LT Ld) ST [ r ] rESEE el Lo bl Eran oy A [k sy Bowrand -t
R deTrL ST B b ok LI N o3 of =} L N Has 1] hop . e o Eb i |
SR Twled T CRrETE LT ik B | #EEEER TERTE L8 KE 1 rhal? LU leerl LAy CLEL oo,
el T LY (TR TS LRCTE Y] ERERETE SR [gts e ST R LR TSl L TRLLTEE g sy

SEERE R G SO0 DRI HON

1T [T 1] EeT LT TR LEATIR vl ug i LT 15 05~ i wza g s LRS- [ HEE Giec ' tel ARl e

. TA0 T8 TR R M THCHR P00
W UTET] My (RN LE] riti s [TEETTE foeli [FIEL3 T W B (353 B L | pranSony

m (RS TRIHS %k L RIS Legses Ll s ] ] LTS EFELL ki st [Pl AL vy L izl e =1L Ra SR
§E rEEE et Ted 3 Sei e 1T E§ 1ild ErLERY AT ani'fesd  WLRIFE FEE ekl Wi 8 PR [eancg LR S PR EE T PRSP
L0 Lo ] g FRELRT | CFass RHITLE 744 [LIN1 4% o FEATIT ®EF SITHI | L3153 o sl U m=apy)
RS LERS %% I 1 LR'ELS L3 LERLIDE vt LT wry BT | Teded RS i N naia Ly LD St dusday
0T -1 L1 = Boas at w10 ¥ L o L1 I L] “ap ; oy ey
IF 9 R FIE wLT AT R4 | L1311 LS 1744 LR LTS L IR =L i) i set'Tes a4 K1l g By
LRETE LA 8 4FL mewe A4 LESE L el N3 it RN %l LT 0 LSULE ®i0 LT RS TOUDILNI ARCRRG 3T L]
LH 1S F ] RELL LR LRI ALL'LYg Rl areEETs L LTS =461 e =6 s gl TR ERLTE [RIRIRG PUE BT I RITY

BTG T HlTR (R RSt

LIS s ] FORLEWY RLuEW TI0LEI1 WIS LTINS 95 erry SivEel wl Mt L ] L] =Ll o] i T3
ri g TOWFSIY  WOES eTETLL LI pEEal ANUEERE. WEER LO)SSOITE.  AEAR I#TETE e B L a1 DEE FL s T (A ater) EE|
1 dnrEEY wBOE o ST AT T WE A P FEEELE FalETE X L0l 1UEErE B st LT e B
14248 EeIt RS FETEL LTLEET TR S Y LOLRE EDLEFS AR i oL R LI w810 B R iy sy
[ | BT wLaL RID T POTEET BEETES 8717 LEERALAS L TRCS RIS HRER w5 reck LiSES sEa? MLERIN il sy

ST WAL D]
WAFIE DETRE HDED CLFEOSAEE  BIZICET  QEPTICE - AT SRTEAAET  CSNIDNLST  RGLMECS WO DOl b T o DOEELT RS ey el fas.
Furing b ] i 1 8 Eioud nrin wdil Iy elr's E78 L falhls] il Ir s Tt AT U ALnaL| e
L] fIT ] Nk [EL s fapTit [EFErT ks BT 1 LA werary =aol ey BTy =LA CAIEE AL el e
aEE ALUUSLE NETE LA 10 oerE ERIEIL - NP AL e Tl e arvonit Al LiAEL wrim wEAE SRS sEgaseag T o)
ERLORL FRTFLT SFE [ ELIE AL ] MEECDIT WO Lt LT B aRfEad waor IRTP T BRI TR 200 4aPLER mam—y

LU ]

= ¥l e [N [ W RS S e [ (=] [ eg o g [ =] ™ TR,y [

AL TEEE Lo e ] (=8 1141 I ey

[EF9 ] L3 LT 2w =2 dpag) shoey

wEH wTin wER W Ity

b LLL T TRETE L] P LRy P

[ st e 0l D R

i it e £ i wingy

Ll 2t FERATTL BRI LR 4]
ol s L ) P L S S ol s i i R i ki i
ABGESH| DNILTEIA0 LArENS

_._EE%E.FH .__:E_E_. doy M_EE:_



1271

Income Capitolization Approach

INMCOME AND EXPENSE COMPARAELES

This analysis incorporates revenue estimates based on our survey of comparable and competitive
properties, ond peneral market trend information.  The revenue and expense comporisons
include four resort/full service hotels all located in the region. The comparable hotels’ financial
infarmation is obleined in part frem confidential information submitted for the 2017 edition
(2076 year-and data) of the CBRE Hotels' Americos Research publication Trends® in the Hotel
Industry [U.5, edition). For reasons of confidentialily, we hove neot disclosed the identity of the
comparable hotels. The following charts summarize income and expenses taken from regional
revenue/expense comparables os well os data from the STR Host Report and the Trends® in the

Hotel industry (U 5. edition] report.

a1
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Income Copitolizotion Approach

FIXED AND VARIABLE REVENUE AND EXPENSE ANALYSIS

Cperoting revenues and expenses for hotels have o component that is fixed ond o component
thot is variable with respect to increoses or decreases in occupancy, The fixed compaonent
increnses ol an inflotionary level, while the varioble component is adjusted in propartion to the
use at the hotel facilify,

Tha applicable fixed and variable ratios were darived through discussions with hotel experts and
are consistent with industry norms, These ratios and the associated revenue component drivers

cre illustrated as follows:

FIXED AND VARIABLE AMOUNTS

COMPOMENT FIXED %  VARIABLE % VAR, DRIVER
REVEMUE
Rooms A A MN/A
Food & Beverage 20.0% 80.0% Occ Rooms
Crther Operoled Dapartments 20.0% 70.0% Decc Rooms
Miscelloneous Income 20.0% 80.0% Dec Rooms
DEFARTMEMNTAL EXPENSES
Rooms Expense &0.0% 40 0% Ccec Rooms
Food & Baveroge Expense 40.0% 60.0% Food Rev
Other Operoted Departments Expense 50.0% &50.0% MOR Rev
UMDISTRIBUTED OPERATIMG EXPEMSES
Administrotive ond General a0.0% 10.0% Total Rev
Information and Telecommunications 85 0% 15.0% Total Rev
Maorketing 70.0% 30.0% Total Rev
Franchise Fees M/ A MNAA Sea Detail

% or Room Revenus
% of FEB Ravenue

% of Other Revenue
% of Total Revenue

Property Qperations and Mointenance 70.0% 30.0% Total Ray

Utilitias o0.0% 10.0% Total Rev

Manogement Fea 0,09 100.0% Tetal Rav
FIXED CHARGES

Proparty Taxes 100.0% 0.0% MN/A

Insurance 100.0% 0.0% MSA

Reserve for Replacament 0.0% 100.0% M A

Source: CBRE

: BRE
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Incame Capitalization Approach

DEPARTMENTAL PROJECTIONS
Rooms Departmant
ROOMS REVENLIES

The subject's and the comparable dota revenues for this department a3 o percentoge of tatal
revenues, as a percentoge of Rooms department revenues, and on o per occupied roam basis
are summarized os follows:

ROOMS REVENUE

fzo % af Per Awaitobia Par Dccup gl
Yaar Total § [000s) Fevanun Eoom Roam
Sulpjacl Complala Cofendar Yeor Endad: Dec 31, 2013 311,497 A0 2% 305,478 5508 02
Subjact Complete Cafendar Yeor Endad: Oec 31, 2078 $i13,452 40.0% $123,050 $574 34
Subsect Tralling 12 Manths Ending: Dac 31, 2017 515,024 aa.0% 5137814 $577.04
Current Budgal {Dac 31, 2078} 3152467 38.6% 3140068 5877 81
Comparable 1 54,009 43 B% 554,142 $331.14
Comparatla 2 $15.367 45 1% 553173 §204.03
Comparabla 3 521,845 52.9% 8112, 603 544783
Cemparakla 4 54,739 18.6% 545825 3298.75
Trands® Roport - Weighted Averoge (eEr T0.B% 543,172
Trards Reparsdl . Full Serdce Hansl - Mew Englend end siddin adlensc 1 73.5% §43,142
Trends® Report - Full-Sarvice Hotels - Marth Cantral B a7, 6% £41,003
Trends® Rapor! - Full-Servica Hotels - Cvar 525000 M bb 2% £101,549
Trends® Reparl - Full-Barvice Hotels - Under 130 Booms LA B3.5% 538,262
Trends® Raport - Full-Bervice Hatels M 70.5% sa0.717
HOST Haport - Weighted Average B A G0.9% $43.519 23582
HOST Rapor - Full Servics Total LS. Mia 64 2% 551,144 5168984
HOST Rapart - Full Service Indepandant (R 84 8% £51.B14 5205482
HOST Rapart - Full Sarvice Middla Adlantic [RECY 72.2% Shb 666 £237.74
HOST Rapar - Full Barvice Resor) Bifa 5 5% B4, 450 322763
HOST Raport - Full Service Lusury Closs (SR 57.3% SB3.904 5308.10
CERE Estimate 515,187 39.1% 5139,328 5605.%0

Campdlad by CHRE

Analysis of Rooms Dapartment Revenues were praviously providec.

ROOMS EXPENSES

Rooms expenses include lobor costs such as salories and wagss for front desk, housekeeping,
rasarvotions, bell stoff and loundry, plus employee benefits.  Also incuded herain are linens,
cleaning supplies, guest supplies, uniforms, central or franchise reservation fees, equipment
leases and travel ogent commissions. Payroll costs are typically the largest companent. A hotel is
labor-intensive, althaugh relotively law-paying. Overall, wages typically aceount for 50% to 60%
of the total deparimental expense. The comporable data and projections for the subject are
summarized as follows:

N CBRE
CONFIDENTIAL
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Income Copilalization Approach

ROQMS EXPENSE

Aca Boof Depl  Per Avolloble Par Clocupied

aar Tedal § {000s) Eevenuo RBoom Raam
Subject Complete Calandar Yeor Endad: Dec 37, 7013 58.01% 6% 8% 573,573 5354 34
Subject Complete Calandar Yeor Ended: Dec 31, 2014 58,9448 & B% 582 254 5383.93
Subject Troiling 12 Months Ending: Dac 37, 2017 5%,200 &1.2% 584,400 5353.34
Currant Budgel (Dec 31, 2018) 54,6310 30.3% 542 488 5752
Comparsble 1 31414 23.5% 5132148 57704
Comparakle 2 5321 25.5% 313,533 551,93
Comporogle 3 34,646 21.3% 323,949 $95.25
Comporokle 4 5839 17.7% F11.649 £52.87
Trends® Repor - Waeighled Averoge A 267 vz

Teamedy Eopueat® « Full-Zepare Hajols - Mo Brglond and plddle slani B 2T 4% 317285

Trandsil Rapor - Full-Sarvice Hotels - Morth Cantral M/A 26 4% 310,845

Trerdsi Reparl - Full-Service Hotals =« Qwar $250 00 B A 28 8% 529 280

Trands# Roport - Full-Sarvica Hetels - Under 150 Reoms M/A 12.9% £8.778

Trends® Regor - Full-Service Hotels BSA 25.5% 5129114

HOAT Raport - Waighted Avoroge MfA 27.3% $17,380 36448
HOST Report - Full Servies Total LS Nfa 25.9% $13.25% 5459.22
HOQST Report - Full Servica Independent nfA 27.9% £14,473 557,49
HOST Regart - Full Service Middle Atlantic A 30 4% §20,300 572.3%
IHOET Resorl « Full Servico Rasord Y 25.3% 815,274 SL0 52
HOST Report - Full Sarvica Luxury Choss [RAE 27.3% 522,748 584 27
CRRE Frtimote $4,450 29.3% 540,824 §177.53
Cormpiled by CBRE

Historical rooms expense prior 1o 2018 included expenses to the time share operation which had
significant expense relative to the operation os o free morket property.  The expense skewed the
rofio of expense to revenue and given the property iz now foracasted as fully free market, the

expense will fall in much more similar to that of competing properties.

Food & Beverage Department
FOOD & BEVERAGE REVENUE

Food & Beverage revenue is generated by o hotel's restouronts; lounges, coffee shops, snock
bars, banguet rooms, and room service. In the cose of the subject, food revenue is genarated by
the Food & Beveroge Outlets, Bar & Lounges, room service, ond meeting rooms. Beverage
revanue is generated by the sale of olccholic beverages in o hotels restaurants and banquel
rooms and the sale of alcoholic and non-alcoholic beverages in the bars ond lounges. The
subject’s and the comparoble dofo revenues for this degpartiment as o percenfoge of tolal
revenues, on o per available room basis, and on o per occupied room basis are summarized as

follows:

! RE
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Incame I;u!:}'ilﬂl'uu}ﬁrm Approach

FOOD & BEVERAGE REVEMUE

Az oo % oef Par Awvailahle Per Qlecupiod
Yaor Tatal § (000w} Ravenue Raam Raam
Sihject Complete Calendar Yedr Ended: Dee 31, 2015 39,536 33.3% 567 488 5421.38
Subiect Complete Calendar Yeor Ended: Dec 31, 2014 $12.824 3B.2% 8107 ban 554913
Subiect Traidling 12 Months Ending: Dec 31, 20017 £16.403 A1 5% £180 485 432,017
Current Budgai (ec 31, 2018] $17.191 43 5% 5157, 710 $450.40
Comparoble 1 54,252 31.0% 539 739 23431
Comporobie 2 516,499 44 59 557,000 £219.06
Comparablie 3 514,528 40.0% 385,194 533882
Coamparable 4 317,982 70.5% 5245771 51,133 41
Trends® Rapart - Welghted Average A 24. 7% 823,204
Trardds Rapoed - Full-Sarvce Mosls - Mow Englond and kiddie Atantic R 22 7% 310,534
Trandsdi Bepart - Full:Sarvico Holels « Marth Cantral A 28.2% 517,095
Trandsi Raport - Foll-Servica Hotels « Over 325000 M PRI 842 48B4
Trands® Rapart - Full-Servico Hotels - Under 150 Rooms fa P 13.6% $4.237
Trands® Report - Pull-Sarvica Holals A 25.0% $17.979
HOAT Repart - Waighted Averaga BA 30.3% £32 475 zrm
HOST Report - Full Serdca Tatal LLS M 29.0% £23,103 38576
HOSET Report - Full Servies Indapendani A 31.2% 528,483 511374
HOST Repart - Full Sarvice Middle Attantic A 24.5% $22,593 $80.57
HOST Repart - Full Sarvice Resart (SRS 33.0% FA6,574 Jrar 72
HOET Report - Full Sarvice Luxury Class Rt 33 4% $48,932 §179.48
CBRE Estimote 514,701 A43,2% 5154,046 5669.91

Compiled by CBRE

FOOD & BEVERAGE EXPENSES

Food & Beveroge expenses include the costs of goods sold {Food & Beverage), labor and reloted

benefits, and other operating expanses. Labor cosis include departmental management, cooks

and kitchen personnsl, service staff, banquet staff and bartenders.
include china, silverware, linens, restourant ond kitchen supplies, menus and prinfing, and

Other operating expensas

special promotions.  As with the rooms department, payroll costs are typically the largest

component, The comparabla dota and projections for the subject are summarized as follaws:
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Income Copitalization Approoch

FOOD & BEVERAGE EXPENSE
As g % of Dept,  Par Avallable Par Decupied

Yoaor Total § |0O0%) Ravenee Reorm Raam
Subect Complete Colendar Yeor Ended: Dec 31, 2015 50,693 107 4% 388,925 542830
Subject Completa Calendar Year Ended: Dec 31, 20146 $10,533 B2.1% $946,630 5451 02
Sublect Tralllng 12 Months Ending: Dec 31, 2017 $13,051 79 4% 3119734 £5071.27
Current Budgel {Dee 31, 20148) §13,005 T5.6% 179,31 £492.01
Comporable 1 31,0 T3.4% 529,769 S171.%9
Comparobie 2 511,432 B2.6% 47,1569 5187 00
Comporoble 3 10,732 G 5% 55,30 s220.0
Cormparoble 4 511,445 Gd 3% 5142020 E735.34
Trands® Report - Waighted Avaruges A T7.3% 5§18, 308

Trands Repar'® - Full-Sarvios Hotaly - Maw Englard and Middie Adantic (SR B1.4% £15.8%4

Trended Reapoert - Full-Service Hotely « Marh Canlal Y T1.4% $12,213

Tronds® Report - Full-Service Hotals - Owver 8250.00 BhA B2.5% $35,041

Trendsti Repart - Full.Sardoe Hotels < Under 150 BEoome MR T, 40 54,780

Trands® Repart - Full-Sarvice Hotels Ty TA1% $13,143

HOET Rapor - Weightad Averagn MAA T4.6% §24,035 587 24
HOAT Rapert « Full Service Total U.S MfA T1.4% 146,503 541.26
HOST Raport « Full Sarvice Indapandent HAA 73T 320,994 36339
HOST Rapart - Full Sasdcee Middle alfiantie MfA B5.0% $19,202 $68.47
HOST Report - Full Sarvice Resor M 69 3% 525,341 5§5.42
HOST Rapart - Full Service Luxury Closa R EFY Td. 6% £36,482 L1339
CHRE Estimate 513,013 77.5% 5119,386 5519.18

Campllad by CBRE

Ciher Operated Deportmeants
OTHER OPERATED DEPARTMENTS REVENUES

Other Operoted Departments revenues ore those derived from the spa services, valet parking,
guest loundry, gift shop, refoil, newssland, spo et cetera, when operated by the hotel. Also
included are revenues generated from sources not included elsewhere, such os on-demand
mavia rentals, vending maochines, fox and business services. The subject's und Ihe comparable
dato revenues for this depariment os a percenfoge of total reverues, on o per availohle room

basis, and on o per occupiad room basis are summarized as follows;
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Inceme Copitolization Approoch

OTHER OPERATED DEPARTMENTS REVENUE

Az a % of Par Availoblo Par Occupaled
Yoar Tatal § (D00} Rovarue Room Baamm
Subjest Complote Colendar Yaar Ended: Cwe 31, 2015 £l 818 13.3% 35,010 516842
Subjoct Complete Cofendar Yeor Ended: Ces 31, 2014 53,388 [LeHe e 530898 §14d4.20
Subgect Troiling 12 Months Ending: Dec 31, 2017 B a3 vA% 533,423 Jiag.9z
Currant Budged [Bac 3%, BO1E) 83,047 B.A4% 534 372 Y141.74
Comparabla | £2,651 19.4% £24,784 3144619
Comparakla 2 $1,418 4.3 £4.907 813 B2
Comgparabko 3 089 2.2% 54,583 318.23
Comparakia 4 52,194 B.4% 530,500 3138.43
Trande® Repari - Weighied Averags M 1.0% $2, 544
Trand: Rapen® - Fidl-Saroa Hoselt - Maw England ana siddla &tlertic MiA 2.2% £1,921
Tronde® Repadt - Full-Sevica Hotals - Morth Cantral HyA 2.9% 81, 78%
Trandi® Repord - Full-Secves Hofels - Owar 33250 00 BiA A1 B 2448
Trands® Repart - Pull-5Servica Hatels - Undar 150 Raams BliA 2.0% 5895
Trandy® Repari - Full-Sersice Holels hiA .09 52,137
HOET Bapart - Waightod Awaraga [ R 5.7% 527 £33 568
HCAET Rapart - Full Sereice Totol LS MiA 4.2% §3.385 £12.57
HZST Repaort « Full Service Independiend A a.6% Prala 531,04
HOST Repart « Full Seevice Maddle Abaic MNiA 1.7% 51,599 §5.70
HZST Rapart - Full Serdce Resert [ a0% §a.815 5139
HOET Rapart - Full Sorvice Lukury Class (LS 4.5% $9.475 £iL 79
CBRE Exthmatn 53,659 9.4% 533,572 5146.00

Comailed by THRE

OTHER OPERATED DEPARTMENTAL EXPERSES

Other Operated Departmental expenses are those expenses (lobor and other) which offset the
revenue generated by other operoted departments, such as goroge, guest loundry, athletic

faciliies and gift shop, os well as rental activity, The comparable dota and orojections for the

subject are summarized as follows:
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Income Copitalization Approach

OTHER OPERATED DEPARTMENTS EXPENSE
As o % of Dep Par Avgiloble Far Occupiad

Year Total § (000%} Rovenue Foom Raam
Subject Camplete Celerdar Yeor Ended: Dec 31, 2015 £3,103 B1.3% £28 468 13T
Suliect Complete Calendar Yeor Ended: Dec 37, 2016 23,618 FLLE ) 533,198 $154.94
Sulsject Tradling 12 Manths Ending: Des 21, 2017 53,404 73 8% 531,234 313074
Currend Budped [Dec 31, 2018]) 33,898 LR 233,007 $136.11
Comparabls | 344 13.7% $3,400 Sro0s
Comparable 2 $834 42.3% £3.058 £11.73
Comparobla 3 50 00% $0 £0.00
Comparable 4 51,314 8.0% 18,301 583.04
Trands® Report « Weighted &waropge M 43 8% §£1,940

Tronos Bepori@ - Ful-Sansoo Molals - Mew Englend end seddlo Silaatic Py G0.B% £1. 169

Trends® Report - Full-3ersice Halels -« Morth Central RA 6d.6% 51,138

Trands® Report « Full-Servce Hasels « Over 5350,00 A T0.5%, 54,400

Trands® Report - Full:Sarvica Haobals = Undar 750 Rooms Fia a4 1% 5507

Trands® Eeport - Full-Sarvica MHotals PFA 57.9% §123r

HOET Bepart - Waighted Avarage HiA &% 0% 5L 444 31470
HOST Report - Full Servica Tosel U5, MiA 47 5% $2,295 38.52
HOST Repart < Full Sarvica Independent MIA 5027 85132 521.18
HOST Raport + Full Service Magdio Atlontic T 63 4% £698 3154
HOS T ¥eport - Full Servics Resart HrA T3 4% 84,179 £24.02
HOET Repoark - Full Sarvice Lukuiy Clos A A% 56,519 325.48
CHRE Estimaoto 53,476 98,0%, 531,8%3 513870

Compibed oy CORE
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lncome Capitalization Approach

Miscellaneous lncome

This reveue source included revenues from resort fees, time share rentals in post, and
miscellanecus feas and revenues from sources outside of departmental sources,

MISCELLANEQUS INCOME REVENUE

MISCELLANEQUS INCOME REVENUE

As oo % oof Par Available Fer Qooupsad
Yanr Total § [000') Rovenue Roam Raom
Subjoct Complete Colendar Year Ended: Dec 31, 20735 53,766 13.2% 534,552 516642
Subject Complets Calandar Year Ended: Dec 37, 2014 53,942 11.8% 36,1482 5748 TR
Subject Trn||l'r|g 12 Months Ending: Dec 31, 20017 54,430 11.2% 540 438 t170. 13
Currond Budget |Dec 37, 201E) 53,303 8.4% 120,303 5124 %6
Comparaila 1 §705 58% 57,425 543,78
Coamparable 2 J47 0% 5162 50,62
Comparable 3 52,024 4.9% 510,433 541,49
Comporabla 4 £587 2.3% 58,154 L1701
TrendsE Report - Weighted Averags Mia T a% 51,562
PHF Trandy Raparl - Full-Seevicn Hetals - Mow England ond sidabs atloalic SR 1.6% 51,364
PEF Trends Repert - Full-Sarvice Hotals - Marth Cantral M/A 1.3% 3B12
PEF Trands Boport - Full-Service Hotels - Ovar §250.00 MfA 1% £3,147
PEF Trends Reparl - Full-Service Hotals - Under 150 Reoma MY/A 1.0 5443
PEF Trands Repar! - Full-Service Holals A 1.6% 1,132
HOST Repert - Waightod Avarogo MA 3.0 5$3.235 51211
HOST Repert - Full Service Tatal LS, BIfA 6% $2,080 772
HOET Repord - Full Service Independent A T.3% £3,040 512.08
HOST Repert - Full Sarvice Middle Atlantic A 1.6% 31,477 35.27
HOST Repen - Full Servica Resort BAA 4.5% $5.027 L£1E92
HOET Report - Full Service Luaury Chass LA 2.7% 54,008 $14.72
CHRE Estimota 53,227 B.3% 529,606 5128.75

Coampiled by CARE

Included in this revenue source wos thot of fime share member common ares charge foes ond
resort feas which are noted at 20% of room charges. The time share fess were poid by owners of
weeks / units as opposed to poying o room rote. The miscellansous income will be reduced
whils free market resort service fees will ge higher given the loss of fime shores and increase in
free maorket use and resort fees chargad,

TOTAL BPERATING REVENUE

The subject’s total operating revenue estimates are detoiled os follows:
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Incoma Capilelizotion Approoch

TOTAL OPERATING REVENUE

As o H ool P Al fable Par Ccupiad
Yaar Toral § {000 Revenue Raam Ramm
Subject Completa Colendar Yedr Ended: Dec 31, 2015 528,614 100.0% 5282,528 $1,264.44
Subject Complete Celandar Yaar Ernded: Dec 31,2074 533,545 T00.0% 5307,756 £1,436.45
Subbject Trailing 12 Months Ending: Dec 31, 2017 $39 499 100.0% £362,380 51717
Current Budget [Dec 31, 2018) £39,508 100.0% 536,463 £1,4%4.72
Comparablo 1 £13.70%9 100.0% $128.120 £755.42
Comparsble 2 533,331 100 0% 5115332 5442 54
Camparsbla 3 541,286 100.0% 5212,814 584437
Comporabla 4 £25,506 100 0%, 5354,252 £1,607.81
Trands® Rapart - Weighied dverage W 100.0% £20.884
PEF Tiands Bapart o Fullfarvios Hosels - Maw Englnd and Midma Atori (S 100 0% 583 963
PRF Trends Ruporl - Full-3ervice Hotals - Morth Central [REE 1000 a0.498
PHF Trends Reparl - Full-Sarvice Hobels < Owver 3250000 BA 100.0% 3153,4%5
PEF Tronds Report - Full-3arvice Hetels - Under 1530 Rooma A 100, 0% 545,831
PKF Trends Repart - Full-Sarvice Hatals mra 100 0% 71, %85
HOQET Rapart - Weaighied Averoge HiA 1000 $105,500 539250
HOSET Rapart = Full Sarvica Toksl U 5 M 100.0% LT Ak $195%]
HOET Repart » Full Servien Indepandent MM 100.0% 591,155 3362.07
HOET Repart - Full Service piddis Allantic HA 100.0% 592,334 532928
HOQET Report - Full Sarvice Resor MiA 100 0% 110,868 547,47
HOET Report » Full Barvice Lusury Closs Mk 100.0% Fldg, 321 §537.29
CBRE Estimaote 530,064 100.0% 5356,550 51,330.38

Compilad by CHRE

The prajections for the subject are within the reasonoble range of the oparating history illustrated
by the subject and by its curremt budgel. The slight reduction is from the slightly reduced overall
occupancy wheraby timeshare units weekly occuponcy is accountad for os an occupied unit
whether the member cccupies or not, and this iz changing over fo free market guests stays which

won't offer the stabkility in cccupancy, albeit enhonced room rate,

TOTAL DEPARTMENTAL EXPENSES

Tha subjact's totol departmental cxpense estimates are detailed as follows:
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Income Copitalization Approach

TOTAL DEPARTMENTAL EXPEMNSES
At a % of Total Per Avaiiobla Per Oc:upmd

Yaar Total § (0007s)  Dapt. Revanue Boom Room
Subject Complete Calendar Yaar Ended: Dac 37, 20158 f£20.818 2.7% 590,948 Se1e 77
Subject Completa Calendar Year Ended: Dec 31, 2016 23,177 68 9% 5312081 59B9.ED
Subject Tratling 12 Months Ending: Do 31, 2007 $25,655 65 0% 5335,364 598537
Currant Budget (Dec 31, 2016) 521,224 53.7% £194,804 £303.34
Compaorable 1 34 899 38.7% £45 7EH E69 97
Comparahbla 2 518,427 53.3% 63,781 324246
Comparabla 3 515,378 iT 1% §79.270 5315 24
Comparable 2 §11.822 54.2% $191 969 47127
Trends® Repor - Weighted Avaroge M A 39.B% 337 449

Traneds Ragor® - Full-Sesdco Hotals - Mew Englond and Middle Atonks WA 40.0% §34,350

Trands® Report - Full-5ecvice Hotels - Merth Coamtral A I9.9% 524,194

Trands® Roport - Full-Sendce Hotels - Cwer $250.00 M dd B% 848,792

Trends® Repor - Full-Sarvica Hofels - Undar 150 Rooms H/A 30 8% 514,130

Trends® Beport - Full-Servica Hotels A& 38 0% £77,317

HQST Repar - Waighted Average A A3 25 £45 347 S170.A2
HOST Raport - Full Servica Tomnl LLS M 40.%5% $32.0587 S11€.00
HOST Repart - Full Servica Indepandan) 8 44 8% 540,799 51462086
HOSET Repord - Full Service Middis Atlantic A A3 9% L4400 144,42
HOQST RBepord - Full Sarvice Resard M 42 . 4% 44,5994 SVTERT
HOAT Report - Full Servica Lugury Class A 45 4% 546,369 £243.71
CBRE Estimate 520,939 53.9% 5192,103 £835.41

Campiled by CBRE

The projections for the subject are within the reasenable range of the operating history illustrated

by the subject ond by its current budget

Departmental Profii
Total departmental profit is as follows,
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Income Capitalization Approach

DEPARTMENTAL PROFIT

Ao ol Par Avaliabla Par Cecuplod
Yar Tatal § (000's] Ravanua Raom Raogm
Subjact Complate Colendar Yeoar Ended: Dec 31, 2018 57,800 27.3% 371,561 $344.67
Subject Complete Colendar Year Ended: Dec 37, 2014 £10.429 31.1% 595 4TS f444 .54
Subjast Trailing 12 Manths Ending: Dee 31, 2017 13,844 35.0% $iar0n2 $531.74
Currant Budge! (Dec 31, 2018} £1R,275 46 3% §1567,657 £491.38
Comparable 1 s8.810 44.3% 582,337 S485.45
Compaorable 2 £14,%04 44 TH 551,571 £1497 89
Campnmhle 3 15,907 &2.8% 133,543 £330
Comparable 4 311,684 45 8% §162, 283 $734.54
Trands® Report - Welghted Averops (R &0.2% 553 418
PEE Sracech Rapoit - Full-Sardos Holals - R Eagloed sod soddin ABaniic MA a0.0% §51 412
PXF Tronds Rapor - Full-Service Hotels - Marih Cantral [SF &0.1% 534,502
FXF Trands Repor - Full-Bervice Hobtels - Qwar $250.00 (ST 55.2% $$4.?l}4
PEF Trands Roport - Full-Barvice Hotals - Undar 150 Rooms (RN 49 2% 531,700
PEF Trands Rapor - Full-Sarvice Horals M H2.0% 544,648
HOET Raport - Welghtad Average (SIS 54.8% §5%, 439 5211.89
HOST Repart » Full Service Tofal U5, A 29 8% 847 454 51769
HOST Repart - Full Service Indepandent A 55 2% 550 354 820002
HOST Repart « Full Sarvice piddie Atlantic Nia 54, 1% 557 Ba7 5184 84
HOST Raport « Full Senvice Rasort A ST &% 563,870 3240.50
HOQST Raport - Full Sarvice Luxary Closs MAA 54.6% 579,951 329358
CBRE Estimote 517,925 46,15 5164,447 571514

Campdled by CBRE

EXPEMSE PROJECTIONS

In arder to estimate expenses for the subject, the fellowing dote has been reviewed and anolyzed:

¢ availoble historical data for the subject;

o published industry averages for similor hotel segments ond geographic regions; and
s aclual operaling expense data for similar properties,

The individual expense cotegories upplicuble lo the subject are discussed in the following

saciians,

Undistributed Operating Expenses

Undistributed operating expenses ore typically not directly reloted fo an associated revenue

source, but can be compared on the bosis of total revenues for similar lypes of holels. These

expenses are therefore compared ond estimated os o percentage of total revenues.

ADMINISTRATIVE AND GENERAL EXPENSES

Administrotive ond genercl expenses include poyroll and reloted expenses for the general

manager, human resources and training, security, clerical staff, controller and accounting staff,

Other expenses include office supplies, computer services, accounfing ond legal fees, cash

CONFIDENTIAL
CONFIDENTIAL

75

CBRE

GURNOODT0E



1286

Income Copitalization Appronch

overages and shortages, bod debt expenses, travel insurance, credit cord commissions,
transporiation {non-guest) and travel and entertoinment. These payroll costs are significant. The

comparable doto ond projections for the subject are summarized as follows:

ADMIMNISTRATIVE AND GENERAL EXPEMSES

A5 0 % of Par Availoble Per Qervpiad
Yaar Total & (000') Hevanua Eaom Baom
Subjact Complete Colendor Yeor Ended: Dec 37, 2015 53,748 131 % 534,362 $1465.50
Subject Complete Calendar Year Ended: Dec 31, 2014 54,578 T3.86% 547,794 5195.02
Subjoct Troiling 12 Months Ending: Dec 31, 2017 54,482 11.3% 541,119 517214
Current Budges (Dec 31, 2014) §4 544 11.5% 541,489 £171.92
Comparabla 1 $1,207 9 5% §12.1 E71.47
Comparable 2 51,518 4.6% £5,254 82014
Comparable 3 54,244 10.3% 521.88R 387.05
Comparabla 4 £1,222 4 B% 516,974 gy 04
Trands® Repor - Weighted Average My BE1% £7.264
Trands Rupanil - Full-Sarvics Helals - Haw England and siddle Atloniic A B.O% 24 BAD
Trands® Report - Full-5arvice Hotels - Morth Central Hia B.3% 55,045
Trands® Report - Full-Servicas Hotals - Qwer 525000 MA T8 512.03%
Trands® Report - Full-Sarvice Hotels - Under 150 Rooms MA 8.7y, 54,002
Trapde® Report - Full-5arvics Molfals A T.9% 55,673
HOSET Report - Welghied Avarags B A T 7% 58,151 3033
HOST Report - Full 3ardiea Total U5, /A T8% 546,183 £22.95
HQST Raport - Full Service Indapandent A B.4% 87,622 £a0.27
HOST Report - Full Sarvice Middle Atlastic A T % £7.149 §15.92
HOST Repart - Full Sarvice Resart [RhE 7 2% 57,931 $2%.87
HOST Report - Full Sarvice Lunury Closs =iA T o £11,532 £42 35
CBRE Estimate 53,885 10.0% 535,645 5155.01

Campiied oy CRRE

INFORMATION AND TELECOMMUMICATIONS SYSTEMS

Telecommunications expenses include the costs of calls, lebor cost of operators and other related
expenses, Information systems include the cost of high speed internet and essocioted
maintenance costs,  Specifically excluded wre ossocioled copitol lease payments.  The
comparable data and projections for the subject are summarized as follows:

: CBRE
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Income Copitalization Approach

INFORMATION AND TELECOMMUNICATIONS 5YSTEMS EXPEMSES

Ao % oof For Availab’s Par Ceeugiad
Yaor Tolal § 1000'%) Resvenus Raam Eoam
Subpect Compleie Calendor ¥Year Ended: Dac 31, 2015 2148 0,.5% §1,357 56,53
Subject Complete Colendoer Yoor Ended Doc 371, 2016 5574 1.7% 53284 52406
Subject Troiling 12 Months Ending: Dec 31, 2017 1578 1.5% 55,307 §22.22
Currant Budge! (Dec 31, 2018 3410 1,885 55,476 $23.41
Trands® Report - Weighted Average A 1.5% £1,415
Trands Ropod® - Full-Sarvics Hotals « Mow Englend and tiddla Allania [WErS 1.5% 51,268
Trandsf Regor - Full-3arvice Hotels - Morth- Canfral MN/A 1.6% 5970
Trends® Regort - Full-3arvice Holels - Cvar 525000 B 1.6% 52,514
Tramda® Regort - Full-5ervice Hatels - Under 150 Rooms SR | 4% L6358
Trende® Report - Full-5ervice Haotels LR 1.5% 51,053
HOST Report - Walghiad Average [RREN 1.1% 51,189 5441
HOST Resort - Full Service Telal ULS (SRS 1.1% LA77 £3.24
HOST Regort - Full Sardce Independem N 0.9% 841 5342
HOST Regort - Full Sarvica Middie Atlantc R 1.3% 51,187 5418
HO5T Report - Full Service Resort [RRE 1.0% 51,153 34,34
HOST Raport - Full Service Luxury Closs [EEE 1.2% 378 5653
CBRE Esthimate 2614 1.6% 55,633 524.50

Compiled by CHRE

MARKETING EXPENSES

Marketing expensas include payroll and related expenses for the sales and marketing staff, diract
soles expensss, advertising ond promotion, frovel expense: for the soles staff and civic and
cammunity prajects. This category may also include a national advertising fee or assessment
poid to the franchise company, plus the cost of frequent guast stay programs. | this case, these
tranchise reloted costs are being included below as part of the franchise fee because this is how
the subject operafing stotements ore included. Mote thot the PKF Trends dota includes all
frunchise fees in morketing, The HOST date is incansistent - franchise tees appear in both, The
comparable dota and projections for the subject are summarized as follows:
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Income Capitalizotion Approach

MARKETING EXPEMSES

As o thoof Pas Avaifable Per Qceupied
Yaor Total § (000%) Ravenus Room Room
Subject Complete Calendor Yeor Ended: Dec 31, 20715 51,439 5 0% §13,205 L5340
Subject Complete Colendar Year Ended: Dac 31, 20758 51,278 3.8% 511,724 $54.73
Subject Trailing 12 months Ending: Dec 37, 2007 51,252 A.0% F171.484 £48.08
Current Budget (Dec 37, 20018} 51,5%3 4,08 514 663 F6047
Comparoble 1 5791 5.8% §7,38% £43.57
Comparable 2 597% 2.9% £3,388 513,00
Comporobie 3 §1,502 3.8% £4.152 §32.42
Comparablae 4 £1,06% 4.2% £14,853 54741
Trends®@ Repart - Waighted Averoge HA fl.4% $7.281
PEF Trandi Supadd - Full Saevica Holels - Maw Engling ood Midds falaatic I B.4% 7,233
PEF Trends Repor - Full-Serviee Hotels - Monk Central (RN 0% 55 8719
PKF Trends Report - Full-Service Hotels - Qwver 3250.00 A T.0% 310,767
PKF Trends Repert - Full-Servce Hotels - Under 150 Roams A Q4% 34,288
PEF Trands Repor - Full-5ervice Hotals [RE B.6% 56,217
HOST Report - Weighted Averoge [REE 6.5% 56,847 $25.42
HOST Raport - Full Sarvice Toial U.5. M 6.9% £5.526 520,31
HOSET Report - Full Sarvice Indapendant MiA 5.9% 55,378 £21.38
HOST Report - Full Sarvice piddle Atlantic FA Hb 54,110 £21.79
HOST Rapart - Full Service Rasort A e 57.084 524.68
HOST Raport - Full Sarvice Lusury Closs MiA 6.5% 59,522 534.97
CBRE Estimate 51,582 4.1% 514,510 563.10

Compiled by CARE

PROPERTY OPERATIONS & MAINTENANCE

Proparty operafions & maintenance expenses includes oll poyroll ond related expenses for

maintenaonce parsonnel, cost of maintenance supplies, cost of repairs and maintendnce of the

building, furniture ond equipment, the grounds ond the removal of waste motier, The

comparable dota and projections tor the subjact are summarized os follows:
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Income Copitolization Approach

PROPERTY OPERATIONS AND MAINTEMAMCE EXPEMSES

&5 0 % of Par Availabla Far Sccuplad
Yaar Total § [DO0%) Rawvenue Eoom Raam
Subjact Complete Calendar Yeor Ended Dec 31, 2015 2144 6% £19 874 805 72
Subject Complete Calendar Yeor Ended: Dec 37, 2014 31,814 5.4% 516,044 $77 40
Subject Troiling 13 Months Ending: Dac 31, 2017 §2,048 5.2% 18 787 $78.45
Current Budgat [Dec 31, 20748| 52,057 5.2% $15E73 $77 83
Carmparzhia 1 5884 4.5% 38,281 $4B83
Comparable 2 §iazr 3.4% 53,899 $14.96
Comparoble 3 £1,437 1.5% 57 404 520 45
Compurable 4 5411 2.4% 54,487 $38.52
Trands® Roport - Weighted Avcrage Mya 4.2% 53,739
Tromds Rapor® - Full-Serace Hotels - Mew Englond ond Middla Allaatl AR 4. 1% £3,517
Trandsfl Kepent - Full-Service Hotels - Marth Central s, 4 5% 33,705
Trands® Report - Full-Service Hotels - Ower 250,00 MAA, 4.0% 56,164
Trands® Repert - Full-3ervice Holals - Under 150 Rooms R FE 4. 2% 31928
Trangds® Report - Full-5orviee Hotels A A% 12935
HOST Beport < Weighted Averoge [RIE 4.0% 54, 488 £$16.71
HO5T Report - Full Sarvice Tofal LS A 4.2% 53,31 £12.37
HOET Rogoart - Full Sarvica Indepandont A, 4. T% 32263 £16.93
HOET Report « Full Service Middle Atlantic A 4.3% 54,007 £14 79
HOET Brpar « Full Sepvce Resort /A, 4.0% 54,717 $17 76
HOST Regort - Full Service Lunury Chass A 4.1% 35,937 221.80
CBRE Estimate 52,0465 5.3% S18.947 582.3%9

Compifed by THRE

UTILITY COSTS

Liility expenses typicolly include electricity, fuel (oil, gos and coel), purchased steam and water,

This category also includes any cenfral plant and energy manogement systems, The comparable

dota and projections for the subject are summarized os follows:
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Income Copitalization Approach

UTILITIES EXPEMSES

A oo % oof Par Avaitobia Par Crocupind
Yaar Tatal B (000%) Ravanue Room Roam
Subjact Comaplete Catendar Year Ended: Dec 31, 20015 5805 1.B% §7.387 535,58
Subject Complete Calendar Year Ended: Dec 31, 2004 51.519 4.5% 13,934 £45 04
Sulbject Trailing 12 Months Ending Dec 37,2007 3.313 3.3% $12,044 550,43
Current Budges (Dec 31, 2018) $1.341 4% $12,302 §50.71
Comparable 1 £932 6.8% 58,704 £51.33
Comparable & 5574 1.7% 51,988 57.42
Comporable 3 3393 1.4% 33,054 812,15
Comparahle 4 fa78 4% 512,200 §55.37
Trends® Raport « Waighied Averogs R B 3.0% 52,543
Trerich Bonorif - Full-Servica Hatals - Maw Ergland ond Méddle Aaniic FE S 31% £2 &84
Treends@ Report - Full-5arvice Hatals - Narh Cerlol A 3.3% £2. 008
Trends® Raport - Full-5arvce Hotlals - Ower $250.00 (SRS 2.4% 83,628
Trends® Raport - Full-Sarvice Hotals - Under 150 Booms [REEY 3.4% 51,538
Trands® Rapaort - Full-Barvice Hotals M 3.0% 52,153
HOST Bapaor! - Weighted Average (e 3.7% L3RR 21194
HOST Rapart - Full Sarvice Tolal U5, B A J.2% $2.545 1745
HOST Raport - Full Sarvica Independant (SRS 31.3% 51,984 51185
HOST Rapard - Full Barvics Meddla Atlanie A A% §1ard 510.23
HOST Rapart - Full Sarvice Resar! MiA A.1% 13150 513.26
HOST Repart « Full Ssrviea Lusury Closs (R R 2.7% 33,953 £14.51
CBRE Estimato 51,345 3.5% 512,337 551.45

Compilad by CBRE

TOTAL UNDISTRIBUTED OPERATING EXPENSES

The subject’'s total fixed expense estimates ars detoilad as follows:
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Income Capitalization Approoch

TOTAL UMDISTRIBUTED EXPEMSES

As o W of Par Available Par Dccupied
Yeor Total § (000s) Revenug Room Rowm
Subjed Complete Calendar Yeor Ended: Dq_(-ah'll 2015 54,304 20.0% §7F6, 184 5144 93
Subjes Complets Calerdar Yeor Endad: Dee 37, 2014 59,7465 29.1% 589 586 541814
Subjozt Trailing 12 Months Ending: Dec 31, 2077 59,473 74.5% 5ER,743 $aT71.52
Currant Budget |Dec 31, 2018} §10,159 25.7% 93,203 538435
Camparable 1 53,905 26.5% $36,497 £215.1%
Comparabla 2 56,110 1A I $21,141 87 12
Camparable 3 57 25T TR 0% ££0.500 t14Y.07
Camparable 4 53,781 14.8% §52.515 §238.34
Trends® Report - Waighted Averoge A 25.1% §22.243
Trends Rapori o Full Sardcs Hotals - Mew Englond wnd sddle slonic (R 2E.0% x50
Trends® Report - Full-Sarvica Hotals - Maorth Cenral [N T4.9% £14,344
Trands®® fegard - Full-Sarvice | folsls = Owie 3250.00 [N 12.9% $35,114
Trends® Report - Full-Servica Hatels - Under 150 Rooms [REC 17.0% $12,2%1
Trandz® Report - Full-Sarvice Hokals (WS F5.1% £148,034
HOST Raport « Waighted Averoge A 23.3% 581 §215
HOST Report - Full Sarvice Tatal LS. RlA 24.3% Laord] £3.45
HOST Roport - Full Senvice Indapandan [SHES 21 4% 5360 ¥1.03
HOST Ragart - Full Service Mddla Arlantic RS 24.1% 834 §I.07
HOST Hepart - Full Service Resar [ 72.5% 5484 £1.82
HCST Ragart - Full Service Lusurg Cless (S 72.8% §343 £1.%a
CARE Extinvcite 56,491 T4.4% 5a7.070 £3TB.65

Compilod by THRE

Monagement Fees

The projeciion of income and expense assumes competent management by o professional
management comparny. We assume that upon o sale, if the subject could be obtoined free and
tleor of any prior monogement encumbrance, a prudent invesior would relain competent
managemen! with fess structured of current rates.  Some componies provide manogement
services clone, while others offer both manogement services ond a brand neme affiliation. When
o management company hes no brond idenlilicalion, the property owner can offen acguire o
franchise that provides the necossary image ond recognifion,  Monogement fees have typically
equated to roughly 3 to 5 percent of totol revenues. The comparable doto ond prejections for
the subject are surmmorized as follaws:
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Income Capitalizotion Approach

MANAGEMENT FEE

Az o % of Par Available Par Qecupied
Yoar Total 5 {000} Revanua Room Room
Subjact Complete Colendar Yeor Ended: Dec 31, 2015 $577 2.0% £5,298 525,52
Subject Complete Calandar Yeor Ended: Dec 37, 2014 3471 2.0% 56,154 $28.73
Subiect Trailing 12 Months Ending: Dec 31, 2017 3787 2.0% 57,224 £30.24
Cutrent Budget [Doc 21, 2018} §1,185 3.0% §10,874 £44.84
Cemparahle 1 1754 5.5% 57,047 F41.55
Comporabla 2 $1,004 3.0% 531,473 11333
Comparabla 3 51,239 3.0% 58,384 £25 40
Camparabla 4 $638 2.5% 55 BS54 $40.70
Trands® Report - Wasghted Averoge MIA d.6% 53.217
Tronds Ropodd - Full.Sarvice Hatels « Sew England end Middls Atankc (e 1.5% £2 944
Trands® Report - Full-5arvice Holels - Narth Contral A 3.5% 32152
Trandedl Report - Full-Servics Holels - Ower 5250.00 S 3.5% 35374
Trards® Reporl - Full-Sarvice Hotels - Under 150 Rooms M A A.0% 51,835
Trands® Raport - Full-Servce Hotels M 3.6% 52,586
HOST Report - Weighted Average BafA 3.0% §3,134 511,85
HCST Raport - Full Serice Toml U5 MNA 3.0% £2.407 58,91
HOST Ragor - Full Sarvice Indspandant A 2 7% 52,439 5969
HOSET Regor - Full Sarvice Middle Aflantic A 3 s 32,778 j9m
HOSET Regort « Full Service Resor RSA 3.0% 53,302 $12.43
HGET Ragard - Full Service Lusury Clusa [REE) 3.0 54,455 51434
CBRE Estimote 51,168 3.0% 510,697 546.52

Campilad by CHRE
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Income Capitolization App_mu:h

Income Before Mon-Opearating Income and Expenses

INCOME BEFORE NON-OPERATIMNG INCOME AMD EXPEMNSES

Asa %ol Par Avallable Par Occupiad
Yaar Total § {000%) Rawvanua Raom Room
Sulject Camplets Calendar Year Ended: Dec 31, 2015 -51,087 3.8% -30.8970 -547.78
Subbjoer Complate Calendar Yeor Ended: Dec 31, 2004 57 0.0% 548 -%0.31
Sulgact Traillng 12 Manthe Endieg: Dec 31, 2017 53,3984 B.&% 531 045 £129.87
Current Budgel (Dwec 31, 20718} 54,930 17.5% 543 58 §r62.19
Comparablie 1 54,150 30.3% 538,788 £x28.71
Comparobie 2 57,790 23.4% 526,955 2102423
Comparnbie 3 5148712 40.7% 584 4657 5344 44
Comparoble 4 57,182 FB.2% 899 747 45271
Irrpdsit Bepnet - Weighted Avamge [REECY 31.6% 327,957
FHF Trands Rapod - Full-3afven Hatnls - Maw Fnatand and Meldin Allesdis FrA 37.8% 227,137
PRF Trends Rapeid « Full-Sarvice §elels - Munil Cienlial BA 9.0% 518, M4
PKF Trends Report « Full-5ervics Hetals - Owar 8250.00 B 2B.8% 844,214
PKF Trends Repard - Full-Sorvice Hodals - Under 150 Booms SIS 38.1% 517,475
PKF Trends Repord - Full-Sarvics Hatals MSA 33.4% 524,027
HOST Report - Weighled Averoge FA 30.5% 532,044 11924
HOST Raport - Full Sardice Tatal LS. Hia 32.5% 525,870 $04.03
HOST Rapert - Full 3anice Independent R 29.1% 526,549 $105.48
HOST Repart - Full Bervica sicdla Atlantic SIS 29.0% 526,803 595.58
HOST Rapart - Full Service Rasort MiA I2.1% 535,477 £134.34
HOST Report - Full Bervice Lunury Closs MEA 19.0% 542,430 515560
CBRE Estimaie 57,268 18, 7% 546,680 518%.98

Compiled by CHRE

MNen-Operating Income ond Expenses

These items are fypically not directly related to an associated revenue source, and are typically
nat compored on the basis of total revenues for similar types of hotels. These expenses ars
theretare not typically compaored and estimoted os o percentage of total revenuss. This generol
category olso includes other income that is not directly reloted to operations [such os call tower

inceme and longer tarm rental of spoce).

PROPERIY |AKES

Property taxes were discussed in greater detail previously in this report, The prejections for the

subject ore summarized as follows:
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Income Capitalizetion Appronch

PROPERTY TAXES

As o %oof Par Availobla Par Olecupied
Yaar Total & (D00 Ravanus Resom Room
Subjeet Complate Calendor Year Ended: Dec 31, 2015 3337 1.3% 33,004 81490
Subject Complete Calendar Year Ended: Dec 317, 2014 £349 1.0% 53,204 $14.95
Subjoct Trailing 12 Months Ending: Dec 31, 2017 3370 0 9% 53,391 £14.20
Curpant Budget [Dec 31,2018) 33B4 1.0% 53,524 £14.53
Comporable 1 51461 1.2% 51,304 .88
Comporable 2 3570 1.7% §1,974 §7.57
Comparable 3 51,097 2.7% 55,454 122,49
Camporable 4 3510 2.0% 57,085 32 14
Tresds® Report - Weighted Averoge A 4.3% 53,947
Trarda Regart® . Full-Servics Hatale - Mew Sngland ard siddia Allante [EEES 3.4% £4.602
Trends® Repart - Full-5ervice Hotels - Morikh Caniral A 4.1% $2.458
Trendsf Report - Full-Service Hotels < Over 325000 Py 4.3% $a, 686
Trands® Report - Full-5arvice Hotels - Undor 130 Roams IS 3.5% $1,604
Trends® Report - Full-Sarvice Hotels A 3.a% $2.601
HOST Report - Walghted Average A 3.5% 53,847 513.45
HOST Raport - Full Servica Total U5 A 3.3% $2,610 59.49
HOSET Repert - Full Servica Independant BSA 2.46% 32,40 59.54
HOST Repar « Full Service Middle Atlantic A 6. 1% 55,410 £20.08
HOST Roport - Full Servico Rosort M 2.4% 2,631 £9.01
HOST Report - Full Servica Luxvry Class M4 1% 54,750 51744
CBRE Estimoin 5313 0.8% 52,875 512,50

Campiled by CERE

INSURANCE

The insurance expense includes the cost of insuring the hatel building and cantents against fire,

wealther, sprinkler leokoge, boiler explosion, plate glass breckoge, or other perils such os

terrorism.

This category includes all insuronce costs except workers' compensation,  The

comparable data end projections for the subject are summarized as follows:

COMNFIDENTIAL
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Income Copitolizotion Approach

IMSURAMCE

As o % af Par dvailokle Fer Oecupied
Yaar Total §(000%) Rowenusn Room Reom
Subjecr Complete Colendar Yaar Endod: Dac 31, 2015 £520 1.B% 5471 £22.93
Subject Complete Calendor Yeor Endod: Dec 37, 2016 5619 1.8% 55,681 52652
Subject Trailling 12 Months Endirg: Dec 31, 2017 5660 1.7% 36,054 52534
Current Budgel {Dec 31, 2018) 5848 2% j7.782 $32.09
Compuorabla | 5430 3.3% 54,207 524,81
Comporabla 2 2469 1. 4% 1,621 5432
Comparabla 3 $1,043 2.5% 5,375 $21.38
Comparable 4 5383 1.5% 55304 2412
Trands® Raport - Weighted Averoge (R 0. 7% a6l
PP Trards Bsport - Full Sarvice Hoteds - Mew Englord and siddle stlansiic [ Y 0.6%, £517
PREF Trends Raport « Full-Service Hobels - Morth Cantral mAA 0.4% 5384
PEF Trends Report « Full-3ervice Hotels - Gvar §250.00 HiA 0.8% $1.211
PEF Trends Raport - Pull-3ervice Hotels - Under 1530 Rooms MA 0.8% 5360
PRF Trends Report - Full-Service Hotels R 0.8% 8559
HOET Rapert - Waighted Avarage MiA 1:1% £1,180 54.4]
HOST Rapart - Full Sordice Total U5, 2 P 1.0%% 5814 5107
HOST Repart - Full Service Indepandenl [EFFY 1.3% 51,181 5469
HOST Repart « Full Service Middle Atontic rAA 0.8% 8772 £2.75
HOAT Rapert - Full Service Kesort (ST 1.3% 1,457 £5.4%
HOST Rapor - Full Service Lusury Class M 11% 51,592 5585
CEBRE Estimate 5848 2.2% $7,777 533.82

Cistnapilad Ly SORE

RESERVES FOR REPLACEMENT

Structural reserves account for the replacement of short-lived items, including the roof, building
systemns, ond porking lot, FFAE reserves for replacement are typically included in hotel expense
projections to account for the periedic replocement of the furniture, fixtures ard equipment
(FF&E), It doss not reflect the volue of existing FF&E. It is solely an expense to reflect future
raplacamants of shori-lived items. This expense con be bosed on the actual replacement cost of
the FF&E, its projecled economic life ond o reascnable reinvestment rate for the reserve tunds
{assenticlly o sinking fund account], An alternative ond more widely utilized method is to estimate
FFAE reserves bosad on o percenioge of totol revenues, lsing this method, the typical rotfio
rangas from 2 to 5 percent of tatal revenues depending on the quality level of the property and
tha specific amenities and services present. The comparable doto and projections for the subject

are summarized as follows:
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Income Copitalization Approach

RESERVE FOR REPLACEMENT

Asa %o Per dvoilakia Par Oetuphad
Wadr Todal § [000%) Revonua Room Room
Subject Cornplete Calandar Year Ended: Dee 31, 2005 0 0D 0 £0.00
Subject Complete Caiendar Year Ended: Dec 31, 2006 1] 0.0% 0 £0.00
Subjsct Trailing 17 Maonths Ending: Dec 31, 7017 1] % 50 50.00
Currani Budgat |Dae 31, 1018 51,580 4% 514,499 50,79
Coarmparabla | £548 4,05 §5.125 jao.2
Cormparsiile 7 4] 0.0% 50 §0.00
Camparnble 3 5105 03N 544 5210
Compareble 4 1,020 4,0% 514,170 §ed. 01
Trandsl Report - Waighled Awarage BifA
Tinnchy Rapoat® « Full-Sardics Hoinls - Sew Erglored ond sloce Atlonic A
Trande® Ropaort - Full-Servcs Hotels - Marth Centrai [LREY
Trends® Report - Foll-Sardce Hatals - Ovar $250.00 Hia
Trends® Repart - Full-Sarvdce Hotals « Under 150 Boams (AT
Trands® Roport « Full-Sarvice Hotals A
HOST Rapart - Weighted Average M 2.0% 22,750 38.02
HOST Repart « Full Sarvica Tadol U5, KA 2. 1% 51,445 8601
HOST Rapart « Full Service Indopandant MR 1.6% 51 497 LR
HOST Ragarl - Full Serace Middle Aflantic M 8% 51,424 S5 480
HOST Rapar « Full Sandca Rosort M 2.2% $2.419 v
HOST Rapart « Full Service Lusury Class A 2.2% LRR AR 512.14
CBRE Estimate $1,553 4.0% 514,262 5&2.02

Cappibed by CHRE

NOH-OPERATING RENT

Non-oparoting rent is that net rent for employes housing.

The current managemernt houses

employess on site, and rent othar off-site housing which comes ot a significant expense, however

the employees are charged bock for the housing ond thus the non-oparating rent represents the

net income/loss of the rental. The histerical data and projections for the sublect are summarizad

as follows:
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Income Copitalization Approoch

MON-OPERATING REMT

b5 a % of Per availabla Per Oocupied
Y Tatal § {000%) RBevarnue Roam Raoam
Swhiee! Complote Calendor Year Ended: Dec 31, 2015 56 0.0% 352 5025
Subjecl Complete Calendar Yeor Ended Dec 31, 2014 3447 1.5% 55,934 51770
Subjeci Trailing 12 Months Ending: Dac 31, 20017 584 0.2% 3768 8322
Currant Budget (Dec 37, 2018| 542 0.1% 33E3 51.58
Comparihle 1 50 0.0% 50 1000
Camparahle 2 5172 0.5% 5595 52.78
Comparabie 3 50 0.0% 30 50.00
Comparabia 4 50 0.0 50 8000
Trends® Repor - Weighted Average [RTE
Trangs Beperl® - Full-3erdce Hotals - Mew Fngliend and Midnle Atlondic [REE
Trends® Baport - Full-Sarvics Hotals - Merh Canirnl A
TrendiE Repaort - Full-Servics Hotels - Ower 5350.00 B A
Trends® Report - Full-Service Holels - Under 150 Roarns YA
Trends® Raport - Full-Sarvice Hotels /A
HOST Report - Weaightod Average Y B A A
HOST Repart - Full Sarvice Totol LLS, M/ MR MY A
HOST Repor - Full Service Indepsndant A A A A
HOST RBaped - Full Sarvice Middla Atlantic B A BA A M
HOST Repor - Full Service BEesor R A A FA
HOET Rapod - Full Sarvice Luxury Closs MA A N, A
CORE Estimote 543 0% 5394 517

Compiled by TBRE

TOTAL NON-OPERATING INCOME AND EXPENSES

The cubjact’s total non-cperating income and expense estimates are detailed as follows:
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In¢ame Copilalization Approach

TOTAL NON-QPERATING INCOME AND EXPENSES

Az 0% of Par Availobla Per Qecupied
Year Tolal 5 [0O0's| Ervanum Roam Ronm
Subject Completa Colandar Yaor Ended: Dec 31, 2015 3Bs3 3.0% 7,917 $3812
Subject Complete Calandor Yaar Endod: Dac 31,2014 £1,815 4.B% 514,819 560,17
Subject Trailing 12 Months Ending: Dac 31, 2007 1,112 2.8% FI0213 542,78
Currant Budget [Dec 31, 2018] £2,854 2% 324,187 510799
Comporable 1 £1,760 B.5% 310,838 $43.90
Comparable 2 1,21 3.8% 24,190 £16.08
Comporable 3 52,245 5 4% 511,572 $44.02
Comporable 4 1,913 T.5% 524,569 §170.59
Trands® Report - Waighted Average /A B.0% 56,987
PF4F Trards Ripart - Full-Sarvien Hetals - See Englard and Medln Atlentic A R 5 57,894
PKEF Trends Ragort - Full-Sardce Hodals - Morth Caniral Mia B.1% 54,978
PEF Trends Report - Full-Sarvice Helels - Ower $250,00 Ba 6.7 210314
PKF Trends Reporl - Full-Sarvica Holals - Undar 150 Rooms HfA 10.1% 34,8619
PEF Trends Beport - Full-Sarvice Heleds MSA 7T.2% £5,185
HOET Rapar: « Waighted Averoge A i.6% £4.827 317.84
HOET Repart - Full Sarvica Total ULS, [E Y 4.3% 53,424 £12.71
HOSET Repard - Full Servica independeni (SRS 3.9% 33,581 51423
HOSET Repart - Full Sprvice Middla Atlantc A 8.9% 36,402 §22 83
HOET Rapart - Full Servica Resor! A 3.7% 54,088 £15 39
HOET Repart - Full Sarvica Luxaery Closs [E Y 4.3% 56,342 §23.2¢
CBRE Estimote 52,759 T 1% 525,308 5110.08

Compilad by CERE

MET INCOME (EBITDA) CONCLUSION

The subject’'s net operating income is datailed as foliows:
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Income Capitolization Approach

MET INCOME (EBITDA)

As o Hoaf Par Availoble Par Qccupind
Year Total § {000%s) Revenue Ranm Room
Subject Compleie Colendor Year Endod: Dac 31, 2015 =57,944 -6, B% -317,837 58590
Subject Complate Caiendor Yeor Ended; Dec 31, 2014 -51,622 -, B -314,885 34947
Sulbject Tralling 12 Monithe Ending: Dec 31, 2017 52210 5.7% 520832 87 21
Current Budget (Dec 31, 2018} 54,074 10.3% 337,3%4 515420
Comparable 1 32,971 21.8% 527,951 515480
Comparoble 2 56,579 19. 7% 322,764 587.35
Comparoble 3 514,566 35.5% 375,085 §298.062
Comparable 4 55,269 20.7% 57374 £332.13
Trends® Repor - Welghiea Averoge A 23.5% 320977
Trands Report® o Full :Service Holels - Mew Dngload woud Midule Al A 22 4% 318,233
Trande® Raport - Full-Bervice Hotels - North Central B 21.5% F0a,0y
Trende® Report - Full-Ferdice Molals - Cyor $250.00 A 22 1% 533,900
Trands® Raport - Full-Ferdce Hotals - Unaer 150 Reoms A 2B 1% 572,854
Trands® Report - Full-Service Holals MHfa 26.2% 313,842
HOST Raport -« Weighted Avoroge (R 25 9% g8 £101.40
HOET Report - Full Service Total LS. [y 28.2% 522,445 £A3.32
HOST Report - Full Service Indepandani (RREY 25.2% 21,568 91.23
HOST Report - Full Sarvice Middla Atantic [RRE 212.1% 20,401 57173
HOET Raport - Full Service Resor! RS 28.5% 31,589 211885
HOST Repar - Full Sarvice Lusury Class [RRE 24.7% 534,089 513152
CBRE Estimate 54,510 11.6% 541,373 5179.92

Campilad by CHRE

DISCOUNTED CASH FLOW ANALYSIS

The discounted coush fiow onalysis relies on o projection of net operating income over a fixed
halding period and a future sele of the property o tha end of the helding period. This is
consistent with current investor frends for analyring this propery type, The discounted cosh flow
onalysis takes into consideration the timing and degree of the projected changes in averoge daily

rate, occupancy, and expenses for the subject,

13%
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Income Capitolizotion Approach

Finaoncial Assumptions

SUMMARY OF DISCOUNTED CASH FLOW INPUT

General
Start Date Feb-18
Terms of Analysis 10 Years
Socftware Encel

Growth Rates

Siabilized ADR Growth 3.00%

Stabilized Income Growth 3.00%

Stabilized Expansa Growth 3.00%
Revenue Assumplions

Currani/TTM Average Doily Rate $577.04

Curretn Budget ADR 5577.61

Stobilized Average Daily Rate 5505.90
Occupancy Assumptions

Currant/TTM OQccupancy &65.44%

Stabilized Occupancy 63.00%

Estimated Stabilization Fen-18
Financial

Dizscount Rote B.50%

Terminal Copitalization Rate &,50%
Other

Cost of Sole 2.00%

Caopital Expenses (Property Improvemant

Plan Cost) 50

Compiled by CBRE

CASH FLOW ASSUMPTIONS

The discounted cash flow analysis relies on the income and expense projections presented earlier
in this section. Specific assumptions irtegral to the analysis are summarized os follows:

GEMERAL ASSUMPTIONS

The DCF analysis uiilizes a 10-yeor projection period with fiscal year inflation and discounting
This is consistent with current investor nssumptions. The analysis is done with Excel softwars,
GROWTH RATE ASSUMFTIONS

The inflation and growth rates far the DCF onolysis have been estiimaied by andlyzing the

expectations typically used by buyers ond sellers in the local marketploce,  Published investor
surveys, an analysis of the Consumer Price Index (CPl), as well os CBRE's survey of brokers and
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Income Capitelizotion Approath

investors acfive in the local markel form the foundotion for the selection of the appropriate

growth rates,

SUMMARY OF GROWTH RATES

fnvestment Type Rent Expenses Inflation

L.5. Bureau of Labor Stotistics |CPI-U)
10-Yeor Snopshot Averoge os of Dec-17 1.94%

PuweC Limited Service Hofels

Netional Data 2.95% 2.95% n/a
RERC Hofcls

Malional Data 2.20% 2.90% nfa
CBRE Estimate 3.20%  3.00%  3.00%

Compiled by: CBRE

DCCUPANCY ASSUMPTIONS

The eccupancy rate over the holding period is bosed on the subject's estimated stabilized
occupancy rate and estimated lease-up period to achieve o stobilized occupancy position. The

complete discussion ond analysis of occupancy is locoted in the Hotel Market Analysis.

HOTEL INVESTOR RATES

Provided on the following pagss is o discussion of the direct capitalization, discount, and terminal
capitalization rotes,

Direct Capitalization

Direct capitalization is a method used to convert a single year's estimated slabilized net operating
income into o volue indication. The following subsections represent different techniques for
deriving on overoll capitolizotion rale for direct copitalization. This figure will be used in o direct
capitolization toble presentad following the discounted cash flow onalysis. |t also impaocts the

rerminol copitolization rate selection.

COMPARABLE SALES

The overall copitalizetion rates (OAR's) confirmed for the comporoble soles analyzed in the soles

comparisan approach are as follows:

11
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Income Capitalization Appronch

COMPARABLE CAPITALIZATION RATES

HMoma Sala Sale Frice
Sale Leseation Dt $/Uni Crecupancy CAR
1 CQeasnsida Baach Hetal, Montouk Highwn-.-_ Montauk, MY Dec-1& $347 184 50% T.4a%
F] EL5 Sowlh Banch, 1701 Collins Avenua, Miomi Boach, FL Jun-15 SEY2.B57 T 7.20%
d Panoramic View Hobel, 372 Old Moniauk Highwoy, Moniauk, Mew Dec-15 5519231 [RE (R
4 I-'.:I-?I:u Baach |nn, Pocific Coast Highwoy, Malibu, ©4 Fab-15 51,700,000 0 o 0
5 Bardaszane Holal and Spa, Yeunt Streal, Yountvlla, CA Jul-15 $1.370,9468 8% &0 %
& Auberge Calistoga Ranch, Lemmal Road, Calistogo, C4 Howv-13 $1,100,000 0% &, T5%
Indicoted QAR 43% 5.0%-56,0%

Compiled by: CBERE

Bosed on the subject's projected stabilized occupancy leval and its competitive position in tha
market, an QAR toword the middle of the range indicoted by the comparobles is considered
appropriate.

PUBLISHED INVESTOR SURVEYS

The results of the most recant investor survey dofo are summarized in the following foble.

OVERALL CAPITALIZATION RATES

Investment Type QAR Range Average
CBRE Hotels Economy
MNational Data g.19%
RERC Hotels
Mational Data 7.50% - B.00% 7.B0%
RealiyRates.com
Lodging 4.92% - 17.09% 11.02%
Full Service 4.92% - 14.45% 10.92%
Limited Service 6.07% - 17.09% 11.31%
Golf/Gaming,/Rescrt 5.99% - 16.03% 10.39%
PwC Limited Service Hofels
Mational Data 7.50% - 11.00% Q.06%
Indicated OAR: 6.0%-7.0%

Compiled by: CERE

The subject is considered to be a Class & properly. Becouse of the subject’s recent stabilized
historical revenue, ifs good condition and manogement, an OAR near the lower end of the
range indicated in the preceding table is considared appropriote.

CAPITALIZATION RATE CONCLUSION

Tha following toble summarizes the CAR conclusions.

CONFIDENTIAL - CBHE
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Income Copitolization Approach

OVERALL CAPITALIZATION RATE - CONCLUSION

Source

Indicated QAR

Comparoble Sales

Published Surveys
CBRE Estimate

5.0%-6.0%
6.0%-7.0%
5.50%

Compiled by; CBRE

Discount Rate Analysis

The results of the most recent PwC Real Estate Investor Survey are summarized in the fellowing

tehle.

DISCOUNT RATES

Investment Tvpe Rote Range Averoge
RealtyRotes.com
Lodging 588% . 16.08% 11.32%
Full Service 588% - 13.74% 11.41%
Limited Sarvice &.78% 14.08% 11.61%
Golf/Gaming/Resari & 41% 15.19% 10.68%
PwC Luxury Hotels
Maotional Dota &50% - 12.00% 953%
RERC Holels
Nationa! Data 9 .00% 10,00%  9.60%
CERE Estimate 7.50%

Compiled by: CBRE

The subject is considerad to be o Closs A property. Overall, @ rate in the lower portion of the

range indicated an the preceding table is considered appropriote for the following reasons:

FOSITIVE ATTRIBUTES
¢ The subjecl is well located in o resort area 90 miles from o major metropolitan area, New
York City;

The subject has o very strong reputation;
The subject is well capitalized and operated by experianced monagement team;

Much of the property hos had significant upgrodes in recent post;

The property is an oceanfront resort located on pristine Atlontic Coastline an the east end of
Long Islond, in renowned “Homptons” areo
There tove bean no new hotels constructed in the immediate area of the subjact;
The subject offers luxury accommaodations catering to a luxury demographic;

The subject outperforms the competilive set and the market by o wide maorgin;

There is virtually no vacant land ovailable for new construction of hotels, and

CONFIDENTIAL
CONFIDENTIAL
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Income Capitalizotion Approach

NEGATIVE ATTRIBUTES

s The subijec is locoted on the sast end of Lang lsland, New York that historically has seosonal
peoks and volleys;
Challsngss exist in operaling seosonally, retaining top quality employess, steffing up
seasonally and training new personnel;
The subject is currently operated as an independant hotel, albeit is typical 1o the area;
Tha subject iz in a mostly built up area with very significant barriers to entry, which leaves liftle
raom for growth of new demand generotors;
As o secsonol resort, it iz very dependent on summer seasonal tourist drow, and thus the
weather can have on impact on doy o doy and even yeor over year revenue performance;
The subjact is a drive to destinotion locotion that has challenges getting fo the area in peak
operating months;
The subjact can experience inslability due fo potential weak economic conditions;
Interest rote risk
Equities (stock market) and financial (band and banking) market risk

Terminal Capitalization Rate

The reversionary value of the subject is bosed on on assumed sale at the end of the holding
period based on capitelizing the Year 11 MOl at a terminal copitalization raie, Typicaily, for
properties similar to the subject, terminal copilalization rotes are 25 to 50 basis points higher
than going-in capitalization rates [OAR's). This is o rasull of the uncertainty of future sconomic
condifions and the natural aging of the praperty, but ossuming adequaie reserves have been
utilized to kesp the property in good operating conditian.

TERMIMAL CAPITALIZATION RATES

Invastment Typa Rate Ronge Averoge
Market Portficiponts

Broker 1 Mame / Company 9.00% - 10.00% 9.50%

Investar 2 Mame / Company .00% . 10.00% 9.50%
PwC Luxury Hotels

Mational Data - OAR 400% - 2.00% 7.00%

Maticnal Dota - Residual QAR 550% - 9.50% 7.18%

Spread: Basis Points [BP) 150 . 50 18
RERC Hotels

Matienal Data - QAR 7.50% - 8.00% 7.80%

MNaticnal Data - Residual OAR 8.00% . 9.00% B.50%

Spread: Basis Points [BF) 50 - 100 70
Concluded BP Spread 100
CBRE Estimate &.50%

Compilad by: CBRE

114
CONFIDENTIAL c B H E

CONFIDENTIAL GURNDD0127



1305

Income Copitalization Approach

DISCOUNTED CASH FLOW COMCLUSION

The fallowing pages present the fallowing illustrations:

« [Detailed Forecast Schedule
s Discounted Cash Flow Schedule(s)
*  [iscounted Cash Flow Value Conclusions

115
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Income Copitalizetion Approach

SUBJECT OPERATING HISTORY STARIZED DCF YEAR 1
Pariod Raparted: Trafing 17 Manths Ending Duwstopars Fre Farma Ending Fiscal Facr Ended:
FIAATEN T 12/21,2010 17122m%
D Open 385 185 345
Ha, of Rasms 109 19 109
Cecupind Roem Bhights 16038 26,433 15065
Cresupaney &5 4% B &% 63.0%
#vernge Duily Bake 577,04 557741 £405 90
FauPAR 77 02 530175 s
Tetal Fertia 4o Salas rak POR Teted Rirtio o Sales FaR R Tatal Eatin 1o Soles Fak PO
HEVERILIE
Racms $14.007,514 AE0% BITRMIL BEPRDE 18267099 et Slanomn 18rT 81 31366512 W% MANIA4 sepdn
Foad & Bavernge 18,492 873 ATEM  SISHAES SO0 17,191 388 a15% 515770 SE50 41 16,791,058 410% 5154086 SEE0)
Dthar Oparesind Dozt 3,643,077 9% S334I1 13990 3,78 557 a5% 534372 514174 3457345 0 a% 533,573 $144 00
piscallnnuus e &4 550 12%  sapeim %1702 3,200,057 B MI0am 12496 2,227 061 1% [ R TR TV )
Tatnl Ciparmting Bienus A% 409 Tna 0% SRAR) 5151700 £30 508,475 I S9A7.as3  A)ANa TR B AL ATA 1000 RIRAE50 B0 %50 da
DEPARTMERTAL EXPERIEED
Rocma Sapars EEREEE &l 1% S, 40K $35332 54 A31.2FE Jole, Sz 400 17521 8 240 BO7 25.I% S40EFL R1TT.50
Focd & Baverngn Expsnn 13,051 235 TRES  S1187:: 5ABI3T 13,004,854 ThEN ET19AN L9301 15,013,070 Trse 5119385 S5101E
b Cparntad Dupait=usniy Dennn T AN ATT sasm 53,334 S1IRTS 3,597,777 Gam% 333000 513611 3,476,378 vEom 530893 £13870
Toohal Baportmantol Expenses $25 655,107 a5 521ham 190337 70 700 Bt s30%  %iTalon | BEDIE  E20537.794 519%  S197.103 5z 41
DEPARTRLHTAL PREIEN TR ] 1E0m  sl2ea12 T R L 0% S107657 w4910 179247700 460%  Bl44a) IR
UMDISTREUTED OFERATING EXFEMEES
Administratioe snd Gl 42,487 530 I s SiThua 54443173 TI8E SesEs SITIEX 53,885 767 oo EasAed 515500
i and Tok ati e Sydaret S7E 47T I & F5.3507 L ¥ ) ATR, 70T 1.0% 85676 L2340 [ bR L 1% £5.632 82450
#horkating 1,251 804 i &1 0 2ha S48 O 1.578,231 a1% FLERn ] Sl 4T 1,981,840 41% £ha50 L6310
Freparty Oparstion: and Mninlerencs 2,047,837 53%  SIETHT L7 45 2.057,153 53%  SIEETE s77.83 2,085,191 sy SIEa7 02,39
Utiities 193298 1A% STZ0a8 $50 43 1 340,580 I4% 512307 550.72 1,344,888 I5% 512,397 553 &5
Totel Urafatsthuted Espenses 49,002,997 14 5% SBE fa3 3 m 510,459,050 257% $93208 523435 59490675 T4 4% sET.OTD 378,65
GROSS OPERATING FROFT 3,177,302 ings | saBIev $16031 0015557 Y T 58,434 046 I Te WTAFT SEIEAT
Mhanageman Fue 707,410 0% $7.374 530 74 51,165,754 0% Slaais Sad da 31148019 a1 giosur $ah 51
T EIME DEFDAE MO CIPERATING NCCIME "
&M0 EXPEMEES 53385877 H6% 5114045 1% 5T S5 930377 17 5% Sh33a a2 09 sraaa ey T % Tah A00 o L
FON-OFERATIRG IR CIRE AR EXPERISES
Eraparsy Taum E3£0 595 0 5330 1420 S3A4,T05 L £3,574 £14.53 5312351 nER L1ATS 51240
Frumne 443,959 s 55054 52334 248,208 218 57,757 53706 BAT 43T 2 T 3397
Fogmran fou Rrplocsmaent i a0 50 $0.00 1500237 A% B1aA499 553 75 1,854,555 AT 514383 552,00
Hen-Cparating Bant 83,735 2% S7EB 132 41,73 a1% 5303 §1.58 47974 0% w3va 5171
Total Mon-COperoting Incorme ond Eepoemine 51,105,189 TN SToE1d 5S4} Fa FT.854.350 7% S3a, AT E I ER $2 750 52 TIE S50 S11008
PET IMC O [FRITEA] £3,770 823 =r% 519057 a7 54,075,500 1e3% 537,394 515430 54,509,604 &% 541,373 51792

* Deparirmarssl cxpanse mts ooe bazed on deportmenial mevanues, FronchiaeRoyelty rohe a based en ream revanuas, ofl ofbars ars baped on Tatal Dipaning Revarvass

Cormpdad by C2RE
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Income Copitalization Approach

DIRECT CAPITALIZATION SUMMARY

A summary of the direct capitalizotion of the subject is illustrated in he following table,

h CB
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Income Capitolization Approach

DIRECT CAPITALIZATION SUMMARY

Pariod Ending:

Analysis Pramise Discounted Cash Flow YE 1 Incama
21472009
MMumbar of Roams: 109
Annual Rooms Available 49,765
Crecupled Rooms: 25,065
Cecupancy! 563.0%
Avaroge Roie; L6085 90
RavPR, 381N
Tatal Ratio ta Sales PAR POR
REVEMUE
Reoms 315,186,512 39.1% $13%9,324 5605.90
Food & Bavaroge 514,791,058 43.2% 154,046 669.97
Ol O peraled Deportm ents £3 659,345 o4 43,572 14600
Miscellaneaus Income £3,227,061 B 3% 29,604 12875
Total Cperating Revenue £3B 843 %76 100.0% 5354,550 51.550.56
DEPARTMEMTAL EXPERSES
Roams Exponse 54 449 807 29 3% 140 824 L177.53
Food & Beveroge Expanse £13,013,070 77 5% 119,386 519.18
Cither Qperoted Departmants Expeanse $3,476, 378 25.0% 31,893 138,70
Tatal Departmeniol Expanses 320,939,255 53.9% 5192103 5835.41
DEPARTMERMTAL PROFIT 517,924,721 44.1% 5164, 447 571514
UMDISTRIBUTED OPERATIMNG EXPEMSES
Administrative and Ganeral $3,BB5,263 10.0% 535,445 515501
Infarmeation and Talecommunications
Systems F413,9%3 1 &% 5,633 24 50
Marhuling 41,581 b4u 4. 1% 14,510 & 1
Prapgerty Qperaticns amd Mointenonce $2.065,191 5a% 18,947 82 .39
Utilities $1,344 488 3.5% 12,337 5365
Tetal Undistributed Expenses 39,490,675 24 4% 587,070 537B.65
GROSS OPERATIMNG PROFIT 8,434 044 27.7% 577,377 5336 49
toanogement Fea $1.165 919 3.0% 510,657 $46.52
IMNCOME BEFORE NOMN-OPERATIMNG
INCEME AMD EXPEMSES 57,268,127 18.7% 566,680 52B%.98
MOM-DPERATIMNG IMNCOME AND EXPEMSES
Property Taxes 313,351 0.8% 52,875 £12.50
Insurance FRAT 630 2. 2% 7777 33.82
Razarve for Roplocamont %1,554,559 4, 0 14,242 6202
Man-irperoling Rent 542,974 3. 1% 394 1.7
Tetal Men-Coerating Incoame and Expansos 52,758,522 7. T 525,308 2110048
MET IMCOME (EBITDA] 54,509,609 11.6% 541,373 $179.92
Operating Expense Ralic BE.40%
Met Income (EBITDA) 54,509,604
oAR ! 5.50%
Indicated Stabilized Valus 581,992,807
Rounded 582,000,000
Value Per Roem 5752,2%4

* Daopartmenial expenss ratios ore bosed on deportmentaol revenves; Franchise/Royally ratio Is bosed on

roam ravenues; oll others are besed on total revenues

Compilad by CBRE
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Income Copitalization Approach

CONCLUSION OF INCOME CAPITALIZATION APPROACH

The conclusions via the valuation methads employed far this approach are os follows:

INCOME CAPITALIZATION APPROACH VALUES

As |5 on
Febreary 15, 2018
Direci Capitalizotion Method 582,000,000
Discounted Cosh Flow Analysis 584,000,000
Reconciled Vaolue £84,000,000

Compiled by CBRE

A summary of the implied direct capitalizotion rates of the subject is illustrated in the following

table,

IMPLIED CAPITALIZATION RATE SUMMARY

As Stabilized Discounted Cosh Flow Value 384,000 000
Implied Capitalizetion Rate Premise HOL Implied OAR
Discounted Cash Flow YR 1 Income 54,509,604 5.37%

Compiled by CBRE
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Real Properly Volue Allecution

Reconciliation of Value

The value indications from the opprooaches to value are summarized as follows:

SUMMARY OF VALUE CONCLUSIONS

Az s on
February 15, 2018
Saoles Comparisen Approach S80,000,000
Income Capitalization Approach S84,000.000
Reconciled Value £84,000,000

Compiled by CBRE

The cost opprooch typically gives a reliable value indication when there is strong support for the
replocemeant cost estimate and when there is minimal depreciotion. Considering the lack of lond
sales and subjective nolure of estimating depreciation on o praperty such s the subject, the cost
approoch hos not been used on in aur analysis:

In the =ales comparizon approach, the subject is compared to similar properties that have been
sold recently or for which listing prices or offers are known. The sales used in this analysis are
considered somewhot comparable to the subject, yet the required odiusiments were based on
reasanable ond well-supporled ralionale. Inaddition, market porticipants are currently analyzing
purchase prices on investment properties as they relote to availoble substitutes in the morket.
Therefors, the soles comporison approcch is considered to provide o relioble value indication,

but hos been given secondary emphasis in the final value reconciliation

Tha income capitalization approach is applicable o the sublect since it is an income producing
property leased in the open market, Market participants are grimarily analyzing properties based
on their income generafing copobility.  Therefore, the income capitalization approoch is
considered a reasonable and substantioted value indicator and has bean given primary emphosis

in the final value estimate,

Bosed on the toregoing, the market value of the subject has besan concluded s follows:

MARKET VALUE CONCLUSION
Appraisal Premise Interest Approized Date of Valua Volue Conclusion
As s Faa Simple Estate Februery 15, 2018 84,000,000
Compiled by CBRE

The apinicn(s) of market value includes the land, the improvements thereto, and the contributory
volue of the turniture, fixtures, and squipment. The oppraisers assume that the hotel will be; and

shall remain, open and operational.
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Real Property Value Allocation

Real Property Value Allocation

PERSOMAL PROPERTY

Ledging facilities personal property consists of furnishings, fixtures and equipment {FF&E}, These
assets are difficult o isolate from the value of an operoting hotel/motel property.  Parsonal
property is on integral port of a lodging facility, Without furniture, fidtures, and equipment, a
hotel could not operate its facilities and rent its guest rooms, and thus would not be oble o
generate any income athibutoble to reol property. Personol property and reol property are
uniguely combined in o hotel or metel; unlike an effica or ather commercial building, o hotsl
would have to close its doors without furniture, fistures and equipment, The physical separation
of parsonal praperty from real property in o hotel is a theoretical rether than o proctical matter,
Ladging facilities are genarally sold with their furniture, fixtures, and equipment in place. While o
lender may ba restricted from financing the purchose of personal property, without personal

properly, o hotel's real property would hove litle value.

Several methods are used to determine the market value of the furniture, fixtures, and equipment,
A racommended approach is to use the depreciated replocemant cost. As holels are typically
sold with the FFAE in ploce, o sale of just the FFEE usually takes place as o salvage or liguidation
sale, which results in substanficlly lezs value than it in place and contributing to the hotel
oparation. The estimation of the market value of the tangible personaol property is an ollocation
of the fotal value and iz not likely to be o distingt component of a typical real estafe tronsoction of

an ongoing operation,

The following depicts o collection of availabls dote and the concluded FF&E cost estimais,

FF&E COST ESTIMATE

Source Per Guest Room
Comp Nomea 1 $4,403
Comp Nome 2 $2,741
Comp Name 3 5,865
Additional data source 1 30
Additional daota source 2 $0
Subject $5,963
CBRE Estimate 525,000
Indicated FF&E Replocement Cost £2,725,000
Rounded §2,700,000

Compiled by CERE

For our analysis, we hove indicated o figure of $25,000 per unit, which correspands to
£2.700,000, rounded,
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Real Property Volue Allocation

FF&E VALUE ESTIMATE

Az |z on
February 15, 2018

FF&E Effactive Age (Waighted) 3 Years
MVYS Expected Life (Weighted) 8 Years
FF&E Physical Depreciation 38%
MYS Solvage Volue of FFRE 10%
FFA&E Replacement Cost Mew s 2,700,000
Less; Salvage Volue ] (270.000)
Deprecicible Cost % 2,430,000
Less Depreciation b 111,250)
Flus Salvoge Yaolue b4 270,000
Deprecioted FF&E Cost 5 1,788,750
Roundad 5 1,800,000
Deprecioted FF&E Cost Per Guest Room 316514

Compiled by CRRE

BUSINESS VALUE

Haotels are undisputedly o combination of business and real estate: the day-to-day operation of a
hotal represents a business over and above the real estate value. Tha estimate of value for tha
business interast component of the going concern value is considerably more subjectiva than the
personal property volue estimate, This is due fo the intangible noture of the business interest,
Mumerous theeries hove besn developed over time in an oftermpt to isolate the business
component of a hotel, Whan hotels were routinely leosed to hotel operotors, separating the
incame and value aliributeble to eoch comporent wos o simple matter. Howaver, during the
1970%, the hotel property leases were replaced with the hotel management contract,

It is widely accepled today that monaging agents are hired by hotel owners fo operate o property
in return for a8 management fes, The fee is paid o the cperater as an operating expense, and
what remaing is net income availuble lo poy debt service ond generate o relurn on the owner's
aquity. Purchosers of holels os real estate invesiments are able fo passively own the property by
empleying o managing agent, as is the cose at the Subject,

The real ond persenal property componants of the Subject have already bsen valued in this
aporaisal, in isolalion of any business component, through the deduction of market rote
manragemen! end franchise fees, By maoking these deductions, we believe thal there is ne

business value included in our conclusion of market volue given praviously.

VALUE ALLOCATION CONCLUSION

Based on the foregaing, the value ollocation of the subject has been concluded os follows:

” CBRE
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Raol Property Yalue Allocotion

AS 15 VALUE ALLOCATION

Interest Appraised - Allocation Vealue Conclusion
Fee Simple Estate
As s Value 584,000,000
Personaol Praperty $1,800,000
Business Enterprise Vaolue 50
Real Property Value - As ls $82,200,000

Compiled by CBRE
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