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Dear Mr. Greenfeld,

Level Valuation provided valuation services (the “Services”) to All Year Holdings Limited
(“Client”). Pursuant to our engagement agreement dated June 23, 2017, Level Valuation
estimated the fair value of Evergreen Gardens which is an under-development mixed-use
property located at 123 Melrose Street in Brooklyn, Kings County, New York (the “Property”).
The Property site (the “Site”) is comprised of 155,490 square feet and is bounded by Melrose
Street to the south, Noll Street to the north, Stanwix Street to the west and Evergreen Avenue
to the east, within the Bushwick neighborhood of Brooklyn, NY. The development plan is for a
mixed-use project with residential and commercial uses within an 8-story and part 9-story
buildings on top of cellar and sub-cellar levels containing parking spaces to support both uses.
The plan includes a public park linking the two buildings and spanning between Stanwix Street
and Evergreen Avenue. Residential unit mix is expected to include studio, one-bedroom and
two-bedroom units. As of June 30, 2017 (the “Effective Date”), development was underway and
was approximately 34% completed.

This appraisal report documents the results of our analysis. The date as of which our analysis
shall apply is June 30, 2017, under market conditions and information available as of this time
frame. The date of the report is August 30, 2017.

This is an appraisal report prepared according to reporting guidelines as contained in the
Uniform Standards of Professional Appraisal Practice (USPAP), Standard Rule 2-2(a). The report
lists our assumptions and describes the limiting conditions under which our analysis has been
made.

This appraisal is performed strictly for financial reporting purposes in accordance with IFRS 13,
Fair Value Measurement and IAS 40, Investment Property. This appraisal has been conducted to
conform to USPAP as promulgated by the Appraisal Foundation and the Code of Professional
Ethics of the Appraisal Institute.

Level Valuation understands that its fair value estimate for the Property is to be used to aid All
Year Holdings Limited in the preparation of its financial statements. Level Valuation gives full
consent to the inclusion of the appraisal report in its entirety within the Client's financial
statements for the six months ended on June 30, 2017, to be published in the Tel Aviv Stock
Exchange in August 2017.
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Based upon our analysis, and subject to the assumptions and limiting conditions described in the
accompanying report, it is our opinion that the fair value of the Property, as of June 30, 2017
was:

Evergreen Gardens - Value Conclusion Detail

Valuation Value Value Interest Effective Indicated
Type Premise Perspective  Appraised Date Value
Fair Value Asls Current Fee Simple  06/30/2017  $300,000,000

The above estimate is subject to the Certification, and Assumptions and Limiting Conditions
presented later in this report.

In addition, we made the following specific assumption as part of this appraisal assignment:

e The Property is currently under construction. We assumed that development costs
(including remaining to be spent) provided by the Client are complete and accurate. We
also assumed that the remaining improvements are built to a standard typical for
mixed-use development in a market where the Property is located with Client provided
architectural plans / specifications and per the timeline specified by the Client.

If the specific assumption listed above proves false, our fair value estimate will likely change.
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The following table presents certain valuation metrics relating to the current valuation, the prior
valuation (as of December 31, 2016), and any material changes we noted since the prior
valuation.

Evergreen Gardens - Comparison to Prior Appraisal

Item Current Prior Change
(%, bpts)

Fair Value $300,000,000 $227,000,000 32%
S/SF of GBA S464 $351 32%
S/Residential Unit $329,308 $249,177 32%
Implied OCR 4.75% 4.75% 0
Cost Incurred to Date $78,482,715  $39,131,000 101%
Total Budget $227,960,632 $219,644,210 4%
Remaining Cost to Complete $179,373,501 $221,128,682 -19%
PGI $34,908,302  $32,951,654 6%
Current Occupancy 0% 0% 0
V&CL -$1,202,541 -$1,434,535 -16%
EGI $33,422,636  $30,396,019 10%
NOI $19,431,997 $17,516,177 11%

Fair Value of RE Tax Benefit  $133,000,000 $132,000,000 1%
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The accompanying prospective financial analyses are based on estimates and assumptions
developed in connection with the appraisal. However, some assumptions inevitably will not
materialize, and unanticipated events and circumstances may occur; therefore, actual results
achieved during the period covered by our prospective financial analyses will vary from our
estimates and the variations may be material.

This report, the final estimate of value and the prospective financial analyses are intended solely
for your information and assistance for the function stated above, and should not be relied upon
for any other purpose. Neither our report nor any of its contents nor any reference to the
appraisers or our firm, may be included or quoted in any document, offering circular or
registration statement, prospectus, sales brochure, other appraisal, loan or other agreement
without Level Valuation’s prior written approval of the form and context in which it will appear.

Level Valuation appreciates this opportunity to be of service to you. If you have any questions or
comments about this report, please do not hesitate to call us.

Respectfully submitted,

244 5" Avenue, Suite'€82
New York, NY 1001
646.929.3893
lev@levelvaluation.com

NY General Real Estate Appraiser
License Number: 46000044217
Expiration: March 6, 2019
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Evergreen Gardens - Executive Summary

Subject Physical

PROPERTY IDENTIFICATION:
Property Name

Address

City, State, Zip Code
Neighborhood

Block

Lot

Property Type

Property Sub Type

SITE DATA:
Dimensions (Wx L)

Site Area (SF)
Land-to-Building Ratio
Parcel Type

Shape

Number of Lots

PROPOSED IMPROVEMENT DATA:
Number of Buildings

Number of Market Units

Number of Regulated Units

Total Number of Residential Units
Residential Occupancy

Number of Commercial Units
Commercial Occupancy

Number of Stories

Basement Type

Type

Gross Building Area (SF) (ZFA) [1]
Rentable Area (SF) [2]

Year Built

Number of Parking Spaces
Open Violations / Complaints with NYC BD [3]

ZONING SUMMARY:

Zoning Code

Zoning Description

Permitted Uses

Allowable Floor Area Ratio
Subject's Actual FAR

Potential Existence of Air Rights
Parking Requirements
Conforming to Zoning

Evergreen Gardens

123 Melrose Street

Brooklyn, New York 11206

Bushwick

3152

1, 48, 100

Land

Under Development Mixed-Use Multi-Family

447 (Melrose St), 490 (Stanwix St), 436 (Evergreen St),
350 (Noll St)

155,490

0.24

Full-Block

Irregular

3

2

735

176

911

0.0%

Multiple

0.0%

8&9

Finished

Elevator

646,022

639,620

Under Construction (Expected Completion: Phase 1-
1Q 2018, Phase 2 - 3Q 2018)
417

Yes

R6A and R7A with C2-4 Commercial Overlay
General Residence District

Residential and Mixed-Use

4.09

4.15

No

Yes

Conforming (under construction)
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Evergreen Gardens - Executive Summary - Continued

Client and Appraisal Info

CLIENT
PROPERTY OWNER
APPRAISER

PURPOSE AND INTENT OF APPRAISAL:

Purpose
Intended Use
Intended User

REAL PROPERTY INTEREST APPRAISED

RELEVANT DATES:

Analysis Date

Effective Date of Fair Value
Date of Field Visit

HIGHEST AND BEST USE:
Highest and Best Use as Improved
Highest and Best Use as Vacant

EXPOSURE / MARKETING TIME:
Exposure Time
Marketing Time

SALES HISTORY:

Most Recent Transfer
Purchase Price

CapEx Incurred Since Purchase

Expected Future CapEx (including profit)

VALUATION APPROACHES USED:
Use Cost Approach?

Use Sale Approach?

Use Income Approach?

Notes:

[1] Gross Building Area is above grade area.

All Year Holdings Limited
Evergreen Gardens | LLC & Evergreen Gardens Il LLC
Lev Yagudayev

Estimate Fair Value
Financial Reporting
Client

Fee Simple

8/30/2017
6/30/2017
7/3/2017

Mixed-Use Multi-Family
Mixed-Use Multi-Family

6to 12 months
6to 12 months

4/5/2016
$140,700,000
$78,482,715
$179,373,501

Yes
Yes
Yes

[2] Rentable Area includes finished basement and mezzanine space (if applicable).

[3] The Property has violations/complaints from the NYC Building Department. While this is typical for buildings in
New York City, we assumed thatall violations/complaints from the NYC Building Department will be cleared and
will notimpact the current development of the Property and its operations in the future.

LEVELVALUATION
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Evergreen Gardens - Value Indications

Analysis Inc\:llia::lz:?on S/SF of GBA $/Rels;:i¢znt|al
Fair Value of RE Tax Benefit  $133,000,000 $206 $145,993
Cost $296,000,000 $458 $324,918
Sales Comparison $298,000,000 $461 $327,113
Income Capitalization $303,000,000 $469 $332,602
A Sales/Income Approach 2%
Final Value Estimate $300,000,000 S464 $329,308
Notes:
[1] Final Value Estimate includes value of a real estate tax benefit (if applicable).

LEVELVALUATION 10



INTRODUCTION

INTRODUCTION

PROPERTY IDENTIFICATION

Evergreen Gardens which is an under-development mixed-use property located at 123 Melrose
Street in Brooklyn, Kings County, New York (the “Property”). The Property site (the “Site”) is
comprised of 155,490 square feet and is bounded by Melrose Street to the south, Noll Street to
the north, Stanwix Street to the west and Evergreen Avenue to the east, within the Bushwick
neighborhood of Brooklyn, NY. The development plan is for a mixed-use project with residential
and commercial uses within an 8-story and part 9-story buildings on top of cellar and sub-cellar
levels containing parking spaces to support both uses. The plan includes a public park linking the
two buildings and spanning between Stanwix Street and Evergreen Avenue. Residential unit mix
is expected to include studio, one-bedroom and two-bedroom units. As of June 30, 2017 (the
“Effective Date”), development was underway and was approximately 34% completed.

The Site is currently identified on Kings County tax map as Block 3152, Lots 1, 48 and 100.
PROPERTY OWNERSHIP

The Property is owned by Evergreen Gardens | LLC and Evergreen Gardens Il LLC, who acquired
the Property in three phases, as indicated in the following table:

Evergreen Gardens - Summary of Recent Transactions

Contract Closing Acquisition
Block Lot Buyer Seller .
Date Date Price

3152 48 Evergreen Gardens | LLC See notes 1&3 January 20,2015  October 13, 2015 $68,500,000
3152 1 Evergreen Gardens Il LLC See notes1&3 January 20, 2015 April 5, 2016 $72,200,000
3152 100 Evergreen Gardens Il LLC See note 2 June 22, 2016 July 26, 2016 S0

Total Purchase Price  $140,700,000
Notes:

[1] Seller included the following entities: JTB Stanev | LLC, JTB Stanev Il LLC, JTB 930 V LLC, and JTB 930 VI LLC.
[2] Seller included the following entities: Flushing Lots W LLC, JTB Flushing Lots | LLC, and JTB Flushing Lots Il LLC,

[3] The actual companies behind the transactions are All Year Holdings (the Client) as a buyer and Princton Holdings and Read Properties as sellers.

We are not aware of any other transactions involving the Property within the past three years
and the Property is currently not listed for sale.

LEVELVALUATION 11



INTRODUCTION

SCOPE OF WORK

The objective of this appraisal is to estimate the fair value of the Property as of the Effective
Date. In preparing this appraisal, we performed the following:

e Visited the Property and the comparable properties;

e Reviewed documentation provided by the Client, including copies of the sale-purchase
agreements, zoning studies, architectural plans, proposed construction budget, costs
incurred to-date, etc.;

e Researched regional and local social and economic data;

e Researched regional and local real estate market data;

e Reviewed Property related data, including site dimensions and size, zoning, real estate
taxes, easements, city utilities, etc;

e Performed a highest and best use analysis of the Site;

e Determined the applicable approaches to estimate the fair value of Property, and
performed associated analysis;

e Determined reasonable exposure time associated with the concluded fair value.

As part of this analysis, the Client management (“Management”) provided Level Valuation with
the architectural plans, development costs (both total and remaining to be spent), financial
budget, as well as other relevant information necessary to complete the analysis. We relied on
information provided by Management relating to the Property, and we did not verify the
accuracy of such information.

We have made a best effort to identify and list herein all of the information provided by the
Client which was relied upon by Level Valuation. There might have been information provided
by the Client which was relied upon by Level Valuation which is not listed herein. In general, we
relied on all information provided by the Client and did not in any way independently verify that
information.

We made the following specific assumption as part of this appraisal assighment:

e The Property is currently under construction. We assumed that development costs
(including remaining to be spent) provided by the Client are complete and accurate. We
also assumed that the remaining improvements are built to a standard typical for
mixed-use development in a market where the Property is located with Client provided
architectural plans / specifications and per the timeline specified by the Client.

If the specific assumption listed above proves false, our fair value estimate will likely change.

LEVELVALUATION 12



INTRODUCTION

DEFINITION OF VALUE

For financial reporting purposes, the type of value is fair value. Fair value is defined by IFRS 13,
Fair Value Measurement, as the “price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date”.

INTEREST APPRAISED

The real property interest appraised is considered to be the fee simple Interest in the Property.
According to the Sixth Edition of the Dictionary of Real Estate Appraisal, fee simple interest is
defined as the “absolute ownership unencumbered by any other interest or estate, subject only
to the limitations imposed by the governmental powers of taxation, eminent domain, police
power, and escheat.”

PURPOSE AND INTENDED USE OF THE REPORT

As stated in the engagement agreement dated June 23, 2017 between Level Valuation LLC and
All Year Holdings Limited (the “Client”), the Services and Level Valuation’s work product are
solely for the Client’s internal use to assist it in meeting its financial reporting requirements with
regards to the Property.

Level Valuation understands that its fair value estimate for the Property is to be used to aid All
Year Holdings Limited in the preparation of its financial statements. Level Valuation gives full
consent to the inclusion of the appraisal report in its entirety within the Client's financial
statements for the six months ended on June 30, 2017, to be published in the Tel Aviv Stock
Exchange in August 2017.

INTENDED USER
The Client is the sole intended user of Level Valuation’s work product.
EXPOSURE PERIOD

The Dictionary of Real Estate Appraisal, Sixth Edition, defines exposure time as “the estimated
length of time the property interest being appraised would have been offered on the market
prior to the hypothetical consummation of a sale at market value on the effective date of the
appraisal; a retrospective estimate based upon an analysis of past events assuming a
competitive and open market.”

Marketing times look forward to how long it will take to sell a property while exposure time
looks backward to how long the property was on the market before it sold. An indication of an
exposure time can be seen from reviewing marketing times.

To determine an exposure time for the Property, marketing times for similar properties were
reviewed. As shown in the table below, we considered the months on market for the
comparable sales used in the Improved Sales Approach.

LEVELVALUATION 13
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Evergreen Gardens - Comparable Sale Marketing Times

Item

Sale #2
Sale #3
Sale #4
Sale #5
Sale #6
Sale #7

Property Name

Sale#1 97 Grand Ave & 96 Steuben St

The Addison
The Berkley
385 Union Avenue
Atelier Williamsburg
250N10
Triangle Court

Approximate
Listing Date

Aug-16
Apr-16
Jun-16
Feb-16
Jun-15
Jan-15
Feb-16

Contract Date

Mar-17
Dec-16
Sep-16
Jul-16
Mar-16
Apr-15
N/A

Months on
Market

U W o0

11

17

We also relied on discussions with local brokers.

Based on the aforementioned research and analysis, and considering the size of the Property,
we have estimated an exposure time of approximately 6 to 12 months.

EXTRAORDINARY ASSUMPTIONS AND HYPOTHETICAL CONDITIONS

We did not make any extraordinary assumptions or assumed any hypothetical conditions as part
of this appraisal assignment. Please refer to the list of specific assumptions made as part of this
appraisal assignment, as listed earlier in this report.

LEVELVALUATION

14



AREA ANALYSIS

AREA ANALYSIS

The Property is located in Brooklyn, Kings County, New York in the New York-Jersey City-White
Plains, NY-NJ Metropolitan Statistical Area (MSA). The Property’s location within the MSA is
displayed in the map below.

v Tow ;
( s o=y
' o
Carbondale — Henesdale aw M
oy Middletown
) g @ MR
(&}
icksan City Hawley 'rL @ i ¥
oo L. . e ot | WP T e WY SR S e = ad
31] o Danbury (53 Hamden
v o
New Haven sy
igefield Los)
ks {
By Bridgeport
Fairfield
0 Norwalk
(s
g Riverhead
e N b Ha
P Hackettstown i Commack
Hicksville )
Bay Shore
Northampton Easton Hempslead = g9
() @ S Fire jeiand
Allentown s
gl Flemington
w
Quakertown
i Princety
nﬂ)‘ estown s
@
ttstown
Trenton
T
w Levittown
King of =
PIUSEA e wp
b Wayne o
fest Chester Philadelphia L5
-
Chesters—1 _
Wilmington &9 Whartor
CTRTe
New Castle
Vineland Galloway

New York City (the “City” or “NYC”), the most populous city in the US, is located at the southern
tip of the State of New York. The City is the center of the New York metropolitan area, which is
one of the most populous urban clusters in the world. Being a global center of commerce,
finance, media, art, fashion, research, technology, education, and entertainment, the City is
considered as one of the world’s most powerful metropolitans.

Dutch settlers first came to the City in 1624 and founded New Amsterdam in Lower Manhattan.
The British seized the City in 1664 and renamed it New York. Over the next century, diverse
immigration from Europe and Africa grew the City’s population. The City served as capital of the
United States between 1785 and 1790, and remained the largest city in the country ever since.
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AREA ANALYSIS

NYC consists of five boroughs, each of which is a separate county of New York State. The five
boroughs — Brooklyn, Queens, Manhattan, Bronx, and Staten Island — all previously independent
cities that were consolidated into a single city in 1898 increasing its population from 2 million to
almost 3.5 million people overnight. The opening of the subway in 1904 helped bind the new
city together. Throughout the first half of the 20th century, the City became a world center for
industry, commerce, and communication. Returning World War Il veterans created a post-war
economic boom and New York emerged from the war as the leading city of the world, with Wall
Street leading America's place as the world's dominant economic power. The United Nations
Headquarters was completed in 1952, solidifying New York's global geopolitical influence.

In the 1970s, job losses due to industrial restructuring caused NYC to suffer from economic
problems and rising crime rates. While a resurgence in the financial industry greatly improved
the City's economic health in the 1980s, the City's crime rate continued to increase through that
decade and into the beginning of the 1990s. By the mid-1990s, crime rates started to drop
dramatically due to revised police strategies, improving economic opportunities, gentrification,
and the influx of new residents, both Americans and new immigrants from Asia and Latin
America. Important new sectors, such as the City’s high tech industry (referred to as “Silicon
Alley”), emerged in the City's economy.

Population

New York's population reached 8 million people in 2000, and was reported at over 8.5 million
people in 2015. With famous attractions like Times Square, Central Park, the Empire State
Building and the Statue of Liberty - to name a few — NYC drew 58.3 million visitors in 2015 and
reportedly over 60 million visitors in 2016. The table below presents historical population
statistics for NYC.

New York City Population

Geographic Area 2010 Census 2015 Census Change Change
(#) (%)
Bronx 1,385,107 1,455,444 70,337 5.1%
Brooklyn 2,504,710 2,636,735 132,025 5.3%
Manhattan 1,585,874 1,644,518 58,644 3.7%
Queens 2,230,541 2,339,150 108,609 4.9%
Staten Island 468,730 474,558 5,828 1.2%

New York City Total 8,174,962 8,550,405 375,443 4.6%

Source: U.S. Census Bureau

Brooklyn had the highest growth in population with a total increase of 5.3% over the 2010
Census. The NYC boroughs are all projected to experience moderate growth, ranging between
1.2% and 5.3% over 2010 Census.

Components of Population Change. According to the NYC Department of City Planning,

LEVELVALUATION 16



AREA ANALYSIS

demographers divide population change into components. Natural increase represents the
difference between births and deaths. Net migration represents the balance between persons
entering and leaving an area. Together, these components describe how populations change
over time. The U.S. Census Bureau constructs population estimates for all counties in the United
States by separately estimating the components of change. Births and deaths are compiled using
data from the national vital statistics system. Net migration is calculated by estimating the rate
of net migration for persons coming in from and leaving for other counties in the 50 states (net
domestic migration) and the balance of people who immigrate from and emigrate to other
nations and Puerto Rico (net international migration). The net domestic migration rate is
derived using income tax returns from the Internal Revenue Service and Medicare enrollment
data from the Social Security Administration.

It is important to keep in mind that NYC has a very dynamic population, with several hundred
thousand people coming and going each year. This “churn” has long characterized the City, and
represents a fluidity that is difficult to characterize using the net migration measures presented
by the NYC Department of City Planning. This dynamism is a testament to the City being a
magnet for those seeking opportunities, then moving on, only to be replaced by the next set of
individuals aspiring for a better life. This very vibrant picture is what makes NYC’s population
very different from most other places in the nation and, perhaps, the world and the reason why
the rental market in NYC is so dynamic and generally successful.

The most recent estimates from the U.S. Census Bureau indicate the following for the 2010 to
2015 period:

e Positive natural increase — the surplus of births over deaths added 341,300 persons to
New York City’s population between April of 2010 and July of 2015;

e Net migration was positive for the City overall, with a net migration gain of 49,600
persons for the period. While small by the standards of the City’s overall population, the
picture of positive net migration represents a reversal of longstanding pattern of
population losses through migration. The recent gain through migration was the result
of a net inflow of 452,500 persons through international migration, which offset a net
domestic migration loss of 402,900 persons. For the first time in over a half century,
migration fueled population growth;

e Every borough, except Staten Island, displayed positive net migration between April
2010 and July of 2015. The relevant figures are presented in the table below.

LEVELVALUATION 17
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Components of Population Change: 2010 to 2015

Total
Geographic Area Population
Change [1]
Bronx 70,337
Brooklyn 132,025
Manhattan 58,644
Queens 108,609
Staten Island 5,828
New York City Total 375,443

Natural Increase

Net Migration

Births - Deaths Total
64,274 7,212
135,380 1,339
47,000 15,520
84,612 29,029
10,073 -3,539
341,339 49,561

Net )
. Net Domestic
International Migrati

Migration gration
90,151 -82,939
127,723 -126,384
85,362 -69,842
142,235 -113,206
7,028 -10,567
452,499 -402,938

Notes:

Source: The City of NY and Department of City Planning

a small residual after controlling to the national totals.

[1] The estimated components of population change will not equal the numerical population change because of

Number of Households

Number of households statistics based on the 2010 and 2015 census data are summarized as

follows:

New York City Number of Households

Geographic Area

Bronx

Brooklyn
Manhattan

Queens

Staten Island

New York City Total

2010 Census 2015 Census
484,902 480,323
931,786 925,371
750,419 745,089
780,644 780,069
165,784 165,079

3,113,535 3,095,931

Change Change
(#) (%)
-4,579 -0.9%
-6,415 -0.7%
-5,330 -0.7%

-575 -0.1%
-705 -0.4%
-17,604 -0.6%

Source: U.S. Census Bu

reau

As illustrated in the table above, NYC has a total of 3.1 million households with Brooklyn having
the highest number households and Staten Island the lowest.

LEVELVALUATION
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Household Median Income

Household median income statistics based on the 2010 and 2015 census data are summarized
as follows:

New York City Household Median Income

Geographic Area 2010 Census Viost Recent Change Change
Census ($) (%)

Bronx $34,299 $34,284 -$15 0.0%
Brooklyn $48,201 $46,958 -$1,243 -2.6%
Manhattan $72,871 $71,656 -$1,215 -1.7%
Queens $57,720 $57,210 -$510 -0.9%
Staten Island $73,197 $74,043 $846 1.2%
Source: U.S. Census Bureau

As illustrated in the table above, Staten Island has the highest household income of the NYC
boroughs and Bronx has the lowest.

Housing Units

Housing units statistics based on census data are summarized as follows:

New York City Housing Units

Geographic Area 2010 Census 2015 Census Change Change

(#) (%)
Bronx 511,896 523,690 11,794 2.3%
Brooklyn 1,000,293 1,025,752 25,459 2.5%
Manhattan 847,090 869,866 22,776 2.7%
Queens 835,127 849,505 14,378 1.7%
Staten Island 176,656 179,001 2,345 1.3%
New York City Total 3,371,062 3,447,814 76,752 2.3%
Source: U.S. Census Bureau

As illustrated in the table above, NYC has a total of 3.5 million housing units with Brooklyn
having the highest number units and Staten Island the lowest.

LEVELVALUATION 19
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Employment

An overview of the total civilian labor force in the New York-Jersey City-White Plains, NY-NJ
Metropolitan Statistical Area from 2006 through June 2017 is included in the following chart
supplied by the Bureau of Labor Statistics. From June 2016 to June 2017, the trend shows an
increase of 2.1%. When looking at the industries separately, over the past ten years Leisure and
Hospitality sector exhibited the most significant positive growth. On the other hand, the
Manufacturing sector had a significant decline.

The following table presents a more detailed picture of the non-agricultural industry trends
from 2006 to June 2017.
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Non-Agricultural Industry Trends: New York-Jersey City-White Plains, NY-NJ Metropolitan Division

Avg Annual  Avg Annual Avg Annual Growth:

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 Jun-16  Jun-17 Growth: Growth: June-2016 to
2006 to 2016 2009 to 2016 June-2017
NON-FARM EMPLOYMENT
Goods Producing 505.8 505.5 4949 437.1 413.0 4126 4157 4268 439.0 456.8 4654 472.2 4739 -0.8% 0.9% 0.4%
Service-Providing 5,613.1 5,708.2 5,756.2 5,618.8 5,652.4 5,751.8 5,854.5 5,964.3 6,118.9 6,267.4 6,389.5 6,420.5 6,565.8 1.3% 1.9% 2.3%
Total Non-Farm Employment 6,118.9 6,213.7 6,251.1 6,055.9 6,065.4 6,164.4 6,270.2 6,391.1 6,557.9 6,724.2 6,854.9 6,892.7 7,039.7 1.1% 1.8% 2.1%
Employment Growth N/A 1.5% 0.6% -3.1% 0.2% 1.6% 1.7% 1.9% 2.6% 2.5% 1.9% N/A 2.1% N/A N/A N/A

SELECT NON-AGRICULTURAL INDUSTRIES

Mining, Logging, and Construction 232.8 243.6 2440 2143 1998 201.0 2054 217.6 230.1 2463 254.9 259.7  263.5 0.9% 2.5% 1.5%
Manufacturing 273.0 2619 251.0 2228 2131 2117 2103 2093 2089 2105 210.5 2125 2104 -2.6% -0.8% -1.0%
Trade, Transportation, and Utilities  1,114.2 1,126.2 1,122.9 1,071.2 1,078.4 1,099.1 1,120.0 1,138.4 1,161.9 1,176.9 1,179.7 1,180.6 1,179.1 0.6% 1.4% -0.1%
Information 229.0 229.1 2294 2200 2186 2223 2268 2293 2353 239.2 2425 2423 2426 0.6% 1.4% 0.1%
Financial Activities 621.6 630.0 625.7 588.0 5784 5881 5858 5859 594.5 605.6 615.2 622.0 6319 -0.1% 0.6% 1.6%
Professional and Business Services 921.4 949.7 960.3 902.0 9111 9475 9794 11,0084 1,039.1 1,080.0 1,113.1 1,119.4 1,158.1 1.9% 3.0% 3.5%
Education and Health Services 1,077.8 1,097.0 1,119.3 1,143.8 1,169.8 1,191.9 1,216.4 1,248.0 1,293.1 1,336.0 1,383.4 1,365.7 1,421.9 2.5% 2.8% 4.1%
Leisure and Hospitality 468.1 484.6 498.6 49.1 513.8 537.2 563.3 589.1 618.2 641.7 657.3 686.4 717.9 3.5% 4.1% 4.6%
Other Services 257.3 262.2 2619 2581 2580 263.8 2716 2763 2840 290.6 295.5 298.2  302.8 1.4% 2.0% 1.5%
Government 923.8 929.5 9381 939.7 9245 9019 8914 889.0 892.8 897.4 902.8 905.9 9115 -0.2% -0.6% 0.6%

Total Select Non-Agricultural Empl. 6,119.0 6,213.8 6,251.2 6,056.0 6,065.5 6,164.5 6,270.4 6,391.3 6,557.9 6,724.2 6,854.9 6,892.7 7,039.7 1.1% 1.8% 2.1%

Source: U.S. Department of Labor. Figures are in millions.
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Employment Statistics

The following table presents the unemployment data from the U.S. Bureau of Labor Statistics for
New York City from 2006 through June 2017.

New York City - Employment Statistics

Year Labor Force Employment E;:T:j:'\lnnt Unemployment Unem:;::ment
2006 3,816,394 3,626,608 N/A 189,786 5.0%
2007 3,858,605 3,664,279 1.04% 194,326 5.0%
2008 3,926,197 3,705,457 1.12% 220,740 5.6%
2009 3,960,774 3,591,529 -3.07% 369,245 9.3%
2010 3,950,405 3,573,552 -0.50% 376,853 9.5%
2011 3,962,833 3,602,687 0.82% 360,146 9.1%
2012 4,022,460 3,646,479 1.22% 375,981 9.3%
2013 4,064,737 3,705,551 1.62% 359,186 8.8%
2014 4,102,965 3,804,556 2.67% 298,409 7.3%
2015 4,118,858 3,883,658 2.08% 235,200 5.7%
2016 4,138,533 3,924,088 1.04% 214,445 5.2%
June 2016 4,127,738 3,913,490 N/A 214,248 5.2%
June 2017 4,220,679 4,034,948 3.10% 185,731 4.4%

Notes:

[1] Source: New York State Department of Labor

[2] Annual numbers represent average over the year.

As illustrated in the table above, NYC was severely impacted by the Great Recession; however,
has since then recovered and the current unemployment rate is below pre-recession levels.
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Transportation

New York’s networks of expressways include four major interstates. North/South highways
spanning the city include 1-87 and 1-95, each of these interstates enter and stop within the City
limits. East/West highways include 1-78 and 1-80. I-80’s eastern terminus is in Teaneck, New
Jersey and connects I-287, which is a beltway around the City.

The John F. Kennedy (“JFK”) Airport is located in the borough of Queens, and is the United
States’ 5™ busiest airport in terms of total passenger traffic and the busiest airport in terms of
international passenger traffic. It is situated on 4,930 acres and contains more than 125 gates
within six terminals. 2016 statistics show there were over 450,000 plane movements serving
approximately 58.8 million passengers, and over 1.25 million tons of Air Cargo were moved
through the JFK Airport.

The LaGuardia Airport is located in the borough of Queens, and is the United States’ 20" busiest
airport. It is situated on 680 acres and can accommodate up to 76 aircraft gates at a time. 2016
statistics show there were 370,000 plane movements serving approximately 29.8 million
passengers passing through LaGuardia Airport.

The Newark Liberty International Airport is located in Newark, New Jersey and is the United
States’ 15 busiest airport in terms of total passenger traffic and the 4% busiest airport in terms
of international passenger traffic. It is situated on 425 acres and contains 59 gates within three
terminals. 2016 statistics show there were over 435,000 plane movements serving
approximately 40.3 million passengers, and over 700,000 tons of Air Cargo were moved through
Newark Liberty International Airport.

The New York City area is served by the MTA subway and bus system, this provides a fixed-fare
subway and bus service throughout the New York City metropolitan area. New York is cited as
having the most extensive public transportation system in the nation; the subway system is over
720 miles, and an annual estimated of 2.4 billion passengers using the system. Amtrak provides
the long distance ground travel for New York with rails connecting New York to several large
cities along the east coast from Canada to Florida.
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Tourism

According to NYC & Company, the City’s official marketing, tourism and partnership
organization, a record 60.3 million visitors arrived in New York City in 2015, surpassing the
previous record of 58.5 million visitors set in 2015. New York City’s number of visitors increased
from 36.2 million visitors in 2000 to 47.1 million visitors in 2008 (a 30% increase), and after an
approximately 3% decline to 45.6 million visitors in 2009 rebounded and consistently grown by a
total of 28% through 2015 (or over 2 million per year). NYC & Company is forecasting 61.7
million in 2017 and projecting approximately 67 million visitors in 2021. According to NYC &
Company, over 47 million of the 2016 visitations were domestic travelers and the remaining
12.7 million were international.
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BROOKLYN

Brooklyn is the most populous of NYC's five boroughs, with an estimated 2.64 million residents
in 2015. Since 1896, Brooklyn has had the same boundaries as Kings County, the most populous
county in the State of New York, and the second-most densely populated county in the United
States, after the County of New York (Manhattan). In fact, if each of the five boroughs was a
separate city today, Brooklyn would rank as the third most populous city in the US, behind Los
Angeles and Chicago.

The Dutch colonized Brooklyn in 1646, establishing six different towns with defined borders,
which eventually became English settlements, and later consolidated to create the City of
Brooklyn. The original six Brooklyn towns settled by the Dutch were Bushwick, Brooklyn,
Flatlands, Gravesend, New Utrecht and Flatbush. Present-day Brooklyn neighborhoods bearing
these names are located roughly in the center of each of these original towns. Brooklyn
experienced multiple economic cycles during its history. Supported by waves of immigrations in
the 19th and 20th centuries, Brooklyn’s economy experienced several expansion periods, and
the rise and fall of industries over the years. The New York Bridge Company was founded in
1865 and constructed the Brooklyn Bridge, which opened in 1883 and brought a new wave of
people into Brooklyn who were seeking relief from the high rents and small apartments of New
York City (much like the current days).

By the 1950s, Brooklyn's industrial energies began to wane. Heavy manufacturers began to
move to cheaper locations in other cities, and the ports became less active as large container
ships, requiring deep harbors, began to dominate the shipping trade. Economic dislocation and
the easy availability of government-sponsored housing loans spurred the middle classes to leave
their old neighborhoods for the suburbs. Hundreds of thousands of middle class residents
abandoned Brooklyn for Queens, Long Island's Nassau County, Staten Island, and New Jersey.
Once-vibrant neighborhoods fell into disrepair, decay, and poverty. Manufacturing fell by one
half between 1954 and 1990, and the Brooklyn dockyards were largely abandoned. Even the
Brooklyn Navy Yard, which was built in 1801, closed in 1966. The blackout of 1977 became one
of Brooklyn's worst moments. The power failure led to widespread rioting, looting, and arson;
entire sections of various neighborhoods went up in flames. Several blocks of the main
Broadway shopping district in Bushwick were torched, with devastating effects. One-third of the
remaining stores closed immediately, and more than 40% of Bushwick's commercial and retail
operations went out of business within a year.

Despite the turmoil of the 1970s and early 1980s, the final decade of the 20th century witnessed
a revival in Brooklyn's fortunes. Crime rates decreased during the 1990s, and neighborhoods like
Brooklyn Heights, Fort Greene, and Clinton Hill began to spring back to life. The Brooklyn
Academy of Music began to draw avant-garde crowds from Manhattan, the Navy Yard began
redevelopment into a booming industrial park, and a new generation of artists, fleeing from the
high rents in Manhattan, created vibrant new communities in DUMBO (Down Under the
Manhattan Bridge Overpass), Williamsburg, and Greenpoint. Additional new waves of
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immigrants continued to make the borough their home, lending new accents, flavors, and
textures to old Brooklyn neighborhoods.

In the first decades of the 21st century, Brooklyn has experienced a renaissance as an avant-
garde destination for hipsters, with associated gentrification, dramatic house price increases,
and a decrease in housing affordability. Since 2010, Brooklyn has evolved into a thriving hub of
entrepreneurship and high technology startup firms, and of postmodern art and design.

Expected Long-Term Population Trend

The following table presents historical population statistics for NYC and its boroughs between
1950 and 2010 as well as the forecast through 2040. An interesting and import trend to note is
with regards to expected future composition of the population of Brooklyn as a total percentage
of NYC population. The population of Brooklyn as a percentage of total NYC population is
expected to increase in the future. This is opposite for Manhattan, where population as a
percentage of total NYC population is expected to decrease with residents from Manhattan
presumably moving to a lower cost alternative (Brooklyn).

New York City Population by Borough, 1950 - 2040 ‘

Geographic Area 1950 1960 1970 1980 1990 2000 2010 2020 2030 2040
Bronx 1,451,277 1,424,815 1,471,701 1,168,972 1,203,789 1,332,650 1,385,108 1,446,788 1,518,998 1,579,245
Brooklyn 2,738,175 2,627,319 2,602,012 2,230,936 2,300,664 2,465,326 2,552,911 2,648,452 2,754,009 2,840,525
Manhattan 1,960,101 1,698,281 1,539,233 1,428,285 1,487,536 1,537,195 1,585,873 1,638,281 1,676,720 1,691,617
Queens 1,550,849 1,809,578 1,986,473 1,891,325 1,951,598 2,229,379 2,250,002 2,330,295 2,373,551 2,412,649
Staten Island 191,555 221,991 295,443 352,121 378,977 443,728 468,730 487,155 497,749 501,109

New York City Total 7,891,957 7,781,984 7,894,862 7,071,639 7,322,564 8,008,278 8,242,624 8,550,971 8,821,027 9,025,145

Bronx 18.4% 18.3% 18.6% 16.5% 16.4% 16.6% 16.8% 16.9% 17.2% 17.5%
Brooklyn 34.7% 33.8% 33.0% 31.5% 31.4% 30.8% 31.0% 31.0% 31.2% 31.5%
Manhattan 24.8% 21.8% 19.5% 20.2% 20.3% 19.2% 19.2% 19.2% 19.0% 18.7%
Queens 19.7% 23.3% 25.2% 26.7% 26.7% 27.8% 27.3% 27.3% 26.9% 26.7%
Staten Island 2.4% 2.9% 3.7% 5.0% 5.2% 5.5% 5.7% 5.7% 5.6% 5.6%

New York City Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Source: NYC Population Projections by Age/Sex & Borough, 2010-2040 published by The City of NY and Department of City Planning, 12-2013
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POPULATION, BUSINESS AND JOBS

Demographic changes in Brooklyn over the past 15 years have been fairly dramatic. Data by the
U.S. Census Bureau indicates that Brooklyn’s population grew from roughly 2.5 million in 2000
to just under 2.7 million at the end of 2015. The overall population has increased by about 8%
over the past 15 years, which has largely been driven by the influx of Millennials (those born
between 1981 and 1997). Since 2000, Brooklyn’s population between the ages of 25 and 34 has
exploded by more than 19.5% while that age group has increased by only 8.4% across the US as
a whole.

According to an August 2015 report by the Brooklyn Chamber of Commerce, between 2009 and
2014, Brooklyn netted 9,600 new businesses. In 2014 alone, 2,300 new businesses opened in
the borough giving it a business growth rate of 4.3%, compared to New York City’s overall
average of 3.1%. According to this report, Brooklyn added approximately 91,000 net new jobs
between 2009 and 2014. This was primarily due to job growth in three industries — Health Care
and Social Assistance, Retail Trade, and Tourism and Entertainment — which accounted for more
than 60,000 net new jobs, approximately two-thirds of the total growth. It is not surprising that
employment growth has been highly concentrated in these industries. Employment in these
industries is highly correlated with personal consumption expenditures. Therefore, as Brooklyn’s
population and income levels increased, these industries experienced substantial job growth.

Technology and Innovation are widely recognized as drivers of economic growth. According to
the Brooklyn Chamber of Commerce, Brooklyn naturally developed a thriving ecosystem for
tech, creative, and innovation firms; the Greater Downtown Brooklyn area has seen a rise in
entrepreneurship, technology and creative firms over the last decade, especially in the DUMBO
and Brooklyn Navy Yard areas (these three neighborhoods are known as the Tech Triangle).
These tech and innovation (creative or arts) firms have a tremendous impact on the Brooklyn
economy and are expected to continue growing rapidly. This growth is demonstrated by the

2012 2015

523 FIRMS OCCUPY 639 FIRMS WILL OCCUPY
17 MILLION SQUARE FEET 3.1 MILLION SQUARE FEET

EMPLOYING EMPLOYING
9,628 WORKERS 17,960 WORKERS

AND SUPPORTING AN AND SUPPORTING AN
ADDITIONAL 23,000 JOBS ADDITIONAL 43,000 JOBS

Source: Brooklyn Tech Triangle
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A study by the Brooklyn Tech Triangle found the following:

The Brooklyn Tech Triangle is home to approximately 10% of all tech firms citywide —
the largest concentration outside Manhattan.

12% of firms surveyed moved to Brooklyn from other (non-NYC) places in the U.S. and
abroad.

More than 30% of firms surveyed started in one of the other boroughs of NYC and
moved to Brooklyn.

Over 99% of firms currently in the Tech Triangle would like to stay there.

Top factors in real estate selection were rent, proximity to transit, and neighborhood
character, neighborhood amenities.

77% of Tech Triangle Firms say that more than half of employees live in Brooklyn.
32% of Tech Triangle firms say that all their employees live in Brooklyn.

Similar percentages were found for firms located outside the Tech Triangle.

57% of surveyed firms originated in Brooklyn.

26% of Tech Triangle firms purchase more than half of their supplies/services in
Brooklyn.

These findings indicate that, under the right conditions, the innovation and technology sector
will continue to play an important and expanding role in the economic growth of Brooklyn in the
years ahead.

Further, the Brooklyn Chamber of Commerce emphasizes that indicators of innovation illustrate
Brooklyn’s rapid transformation of its economy and labor force. Patents per worker are
increasing, the share of adults with terminal degrees (e.g., graduate and professional degrees) is
increasing faster than the rest of the City, State, and Country, and so is the number of adults
with degrees in science and engineering fields. Brooklyn is growing and attracting a large
number of entrepreneurs. Furthermore, Brooklyn has high rates of small and relatively young
companies, which tend to drive innovation.
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LINKAGE

The NYC subway system is the primary means of transportation, connecting between the
boroughs, with an average daily ridership of almost 5 million passengers in 2016. The following
photo is a portion of the NYC subway map.
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As can be seen in the subway map, Northern Brooklyn is very accessible via the subway system,
with the famous L-train running along Manhattan’s 14™ Street through Williamsburg and the
Northern part of Bushwick before turning south towards East New York. The J, Z and M trains
serve the southern part of Bushwick and Williamsburg, as well as Bedford Stuyvesant, which is
also well served by the A and C trains. Crown Heights is connected through the red, green and
blue lines which are running through Downtown Brooklyn, east and west of Manhattan and all
the way to the Bronx.
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RESIDENTIAL REAL ESTATE

The evolution of Northern Brooklyn’s residential market development over recent years should
be viewed in conjunction with the major growth in a specific population age group — the
Millennials. According to a June 2016 article published by The Real Deal, the impact of
Millennials on real estate has to be viewed through the lens of the broader sharing economy
that Millennials have embraced, as well as their demand for experiences over things, social
engagement and — above all else — flexibility. The article notes that research on Millennials
indicates that they are not making decisions about where they are going to live beyond the next
12 months.

With the barrier of entry to buying residential real estate much higher now than it was before
the financial crisis in 2008, many New Yorkers (particularly younger ones) have been forced to
rent. This fact has not been lost on developers who have geared much of their NYC rental
product to Millennials — whether it’s extra bike storage (one in five Millennials bikes at least
once a week, according to the Urban Land Institute), USB charging ports in apartments (two-
thirds of Millennials don’t have landlines, according to the Centers for Disease Control) or co-
working space (nearly one-third of Millennials are self-employed, according to a 2015 survey by
online stock brokerage TD Ameritrade).

Millennials are more used to a college sort of mentality of living with neighbors in close
proximity, and they like saving $500 to $1,000 a month on rent which they can spend on
entertainment. While data on co-living spaces and shared living is still hard to come by,
landlords can achieve a higher price per foot since bedrooms are smaller than they are in
average apartments — even as tenants pay at- or below-market rates for apartments.
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OFFICE REAL ESTATE

Brooklyn is no longer completely dependent on Manhattan for employment. During 2016,
Brooklyn averaged 687,217 jobs accounting for approximately 16.5% of all jobs in the City and
7.5% of jobs in NY State. If Brooklyn were an independent city, it would be the city with second
largest job base in the NY State after Manhattan.

Brooklyn has recovered well since the Great Recession based on the Employment Statistics
presented in the table below.

Brooklyn - Employment Statistics

Year Labor Force Employment E:lr;?:f;iennt Unemployment Unem:al‘ct)zment
2006 1,073,743 1,016,247 N/A 57,496 5.4%
2007 1,086,423 1,027,298 1.09% 59,125 5.4%
2008 1,106,224 1,039,579 1.20% 66,645 6.0%
2009 1,119,823 1,008,638 -2.98% 111,185 9.9%
2010 1,163,502 1,047,981 3.90% 115,521 9.9%
2011 1,170,616 1,058,657 1.02% 111,959 9.6%
2012 1,190,125 1,073,762 1.43% 116,363 9.8%
2013 1,206,130 1,093,227 1.81% 112,903 9.4%
2014 1,217,191 1,124,085 2.82% 93,106 7.6%
2015 1,218,209 1,146,149 1.96% 72,060 5.9%
2016 1,223,044 1,157,960 1.03% 65,084 5.3%
June 2016 1,219,973 1,154,717 N/A 65,256 5.3%
June 2017 1,246,605 1,190,536 3.10% 56,069 4.5%

Notes:

[1] Source: New York State Department of Labor

[2] Annual numbers represent average over the year.

Total office inventory in Brooklyn stands at 32.6 million square feet as of 2Q 2017, according to
Newmark Grubb Knight Frank (“NGKF”). This is about 7% of the total office inventory of
Manhattan which stood at 448 million square feet as of 2Q 2017. According to NGKF, the spread
between Brooklyn Class A rents and Downtown Manhattan rents has fallen to 14.1% from 36.3%
in 2014. NGKF also noted that tenants continue to relocate and expand from Manhattan to
Brooklyn.

CONCLUSION

The Property is located in NYC within the borough of Brooklyn. The Northern Brooklyn
neighborhoods (including Bushwick where the Property is located) which went through (and are
going through) a process of gentrification, drawing in young population which has been
changing the makeup of neighborhood demographics and the job market in Brooklyn. Over the
past few years, Brooklyn has evolved into a thriving hub of entrepreneurship and high
technology startup firms, and of postmodern art and design. All indications are showing that this
trend can continue in coming years, strengthening demand for rental properties.
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NEIGHBORHOOD ANALYSIS

The Property is located in the Bushwick neighborhood of Brooklyn. The map of Bushwick as well
as the Property location with Bushwick is presented below.

As noted earlier, the neighborhood of Bushwick is situated at the center of the old township of
Bushwick, which also included territories that are now part of Williamsburg and Greenpoint, and
became part of the City of Brooklyn in 1683. The neighborhood is located in Northern Brooklyn,
and shares borders with Ridgewood, Queens (northeast), Williamsburg (northwest), East New
York and the cemeteries of Highland Park (southeast), Brownsville (south) and Bedford-
Stuyvesant (southwest).

Bushwick was initially an area for farming food and tobacco; however, as Brooklyn and NYC
grew, factories that manufactured sugar, oil, and chemicals were built in the neighborhood. In
the 1850’s, a massive wave of German immigration settled in Bushwick and established a
considerable brewery industry, including "Brewer's Row" - a two-by-seven-block area of
Brooklyn which covered Scholes and Meserole Streets and extended from Bushwick Place to
Lorimer Street, and in which 14 breweries operated by the end of the 19th century. By 1898,
nearly fifty breweries operated in Brooklyn, which became the Brewing Capital of the United
States. The most prominent of these breweries, which was established in 1883 by the German
American Leibmann family, was the Rheingold Brewery, which by the middle of the 20th century
held 35% of New York State’s beer market (the Rheingold Brewery was located at the subject’s
site, and shut down operations in 1976, when they were unable to compete with the large
national breweries).
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