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BACKGROUND AND OBJECTIVES

Report
Preparation

Adam Ducker, Senior Principal
Ann Glendon, Senior Consultant
Scott Ewart, Associate
Washington, DC (240) 644-1300

Background

Objectives

A.J. Costello and Son is in the planning phase for two developments
in Brighton, New York. One will be a gated residential community,
while the other will be a mixed-use community.

Critical to the overall concept is understanding the depth of market
and positioning strategies for small-lot single family homes,
townhomes, condominiums, and rental apartments.

RCLCO was retained to complete a strategic market analysis
demonstrating the appropriate mix of residential product (rental and
for-sale), price positioning of the product, and absorption potential.




Site Analysis

Visited site and determined site characteristics in relation to
current and future growth & development.

Determined strengths & weaknesses of site.

Economic & Demographic
Analysis

Compiled latest data and projected forecasts with respect to
population, households, and employment growth trends.

Competitive Market
Analysis

Identified and collected information on comparable rental and
for-sale residential developments and existing home sales in the
Rochester market, and evaluated their impact on the two subject
developments.

Case Study Analysis

|dentified relevant project case studies across the country, and
analogous market data to support the subject site development,
and identify key success factors and lessons learned.

Demand & Absorption
Analysis

RCLCO!
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Prepared statistical demand forecasts based on demographic
and competitive market data.

Determined depth of the different residential markets and
estimated absorption for units at the site.
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| COMMUNITY POSITIONING OVERVIEW
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Each community will have a unique identity and market positioning, enabling the
overall development to appeal to a wider audience and achieve greater sales volume

CANAL COVE

» An exclusive luxury community targeting affluent empty-nester / move-down buyers
» Elegant, refined community design and architecture in classic, traditional styies
» Wide array of luxury amenities, including a clubhouse and access to the canal

» Use Erie Canal as an asset, both as a recreational amenity, and as a springboard for the
conceptual design of the.community

IRCLCO
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CANAL COVE

Net D.U./
Product ' # |LotSize | Acres | Acre Size Range Pric__e_f.Rang__e $/SF
| Big House Condos | 60 4.6 13.0 1,100-1,500 |  $181,000 - $249,000 | $165-$166
Waterfront Condos 85 5.3 16.0 1,400 - 1,800 +$252,000 - $320,000 $178-$180
rTownhomes 81 24 x 80 5.6 14.6 1,600 - 2,100 $207,000 - $242,000 $115-$129
TﬁCOnventional SFD 70 | 60x100 15.0 4.7 2,000 - 2,700 $250,000 - $299,000 $111-$125
L’.Alley-Loaded SFD 70 | 40x100 10.0 7.0 1,450 - 2,100 $226,500 - $272,000 | $130-$156
TOTAL r:?sa 40.5 ) "
Total Acres: 63
- CITYGATE -
Net D.U./
Product # | Lot Size | Acres Acre | Size Range Price Range $/SF
Townhomes 118 | 24 x80 8.1 14.6 1,400 - 1,800 $178,000 - $206,000 $114-$127
Condos Over Retail | 50 3.1 16.0 1,200 - 1,600 $144,000 - $172,000 $108-$120
Live-Work 15 24 x 80 1.0 14.6 2,200 - 2,800 $339,000 - $381,000 $136-$154
Apartments 250 16.7 15.0 570 - 1,500 $727 - $1,522 $1.01-$1.22
TOTAL 433 28.9

RCLCO
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Total Acres: 45




R

| DEVAND AND ABSORPTION L

Demand will come primarily from young professionals and empty-nesters. Despite the
lack of analogous developments, Rochester has significant numbers of sophisticated,
affluent buyers who would be attracted to high-end, urban-feeling communities.

For-Sale Demand Summary Rental Demand Summary
Total Potential Buyers for .
High-Density Urban Product 4,265 Total Potential Renters 21,646
Total Annual Buyers at 176 Total Annual Renters at 209
Subject Sites Subject Site
Average Monthly Absorption nggage Monthly Lease-Up 17.4

~ Single-Family Detached 3.5 Months to Lease-Up [ 43

4.7

6.5

14.6

RCLCO
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| UNIQUE PRODUCT AND EX“LLENT LOCATION
MAKE SUBJECT DEVELOPMENT HIGHLY [ .ES|R.BLE -

) Rochester economy and housing market will not inhibit
development

° Economy is in decent condition — not growing, not contracting

,‘
Ty
)

> Housing market is steady — no major booms or busts




' ROCHESTER ECONOMY IS GENERALLY STEADY -

_NEITHER RAPID GROWTH NOR DECLINE |

> Overall economic performance is steady

« The Rochester economy is projected to have modest employment growth over next five
years

»  Manufacturing and production sectors have seen the worst job losses, but there is
potential for future growth

= 6,500 lay-offs at Kodak planned for 2007
= Barilla will open a new manufacturing and distribution facility in 2007
— New plant will likely encourage Rochester to grow as a distribution center

» Job growth in education and health services sectors will help offset negative economic
impacts caused by a declining manufacturing sector

> Rochester has a large, well-educated workforce for management and technology-oriented
fields

< University of Rochester, RIT continue to fuel growth in IT and biotech industries

»  While the Rochester economy is not strong enough to fuel new housing demand, it is
not weak enough to hamper more discretionary home purchases

° |t may not be a great time to be building houses on the suburban fringe to sell to newly
relocated families

» Butitis a fine time build luxury homes for affluent young professionals and empty-nesters

RODERT CHARLE = LESZER K QO



Employment Growth
Rochester, Syracuse, Buffalo and Albany MSA’s

1997 - 2006
15,000

10,000

5,000

-5,000

-10,000

-15,000
1997 1998 1999 2000

O Rochester

SOURCE: Bureau of Labor Statistics

RCLCO
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EMPLOYMENT HAS DECLINED, BUT IS PROJECTED
R NEXT FOUR YEAR

Total Employment
Rochester MSA

2000 — 2010 (projected) Projected
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- SHARPEST DECLINES HAVE B

;EN N MANUFACTURI '

Employment Growth by Sector
Rochester MSA

Government

Other Services

Leisure & Hospitality
Education & Health Services
Professional & Business Services
Financial Activities
Information

Transportation / Utilities
Trade

Manufacturing

Construction

TOTAL

SOURCE: Moody s Economy

- 2006 vs. 2003 (3 month rolling average)

24% [ T

0.4% [

_SECTOR. WHILE EDUCATION & HEALTH HAS GROWN

Kodak’s transition from a film
manufacturer to a digital
image technology firm has
required significant lay-offs,
driving the job losses in the
manufacturing sector

-0.6% [

-0.2% [

-0.3% [

-6_6% l‘:_-;: L e e T

-2_20/0 LR

| 04-11409.00




Employment Location Quotient
Rochester MSA
2005

Management of companies and enterprises

Information

Real estate and rental and leasing
Unclassified
Retail frade

"Wholesale trade
Utilities
Accommodation and food services

Finance and insurance

Transportation and warehousing

Mining
SOURCE: Bureau of Labor Statistics

RCLCO
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Educational services S

Other services, except public administration [T—— - —— -,

Professional and technical services [

Arts, entertainment, and recreation |[=i i

Administrative and waste services [

Transportation and warehousing |

Construction |- ]

Agriculture, forestry, fishing and hunting =

10.1

High-paying Management, and
Educational Services sectors heavily
represented in Rochester economy

National Average Employment = 1
(higher than 1 means higher than
normal number of these types of jobs
in the area)




':"7.-.IN EMPLOYMENT

Total Residential Building Permits and Total Employment Growth

Rochester MSA
1997 - 2006

8,000

-4,682
c__c,-?‘s-u{‘?/ R/
S%G vwo
13,000
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

izmd Job Growth ——&—Residential Building Permits

SOURCE: HUD; Bureau of Labor Statistics
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b For-sale market did not experience a boom in recent years, prices continue to remain
affordable

* Home prices have increased at a slower rate in Rochester than other Upstate New York
cities

» Housing activity has declined recently, but may be an aberration
» Building permits declined by 50% in 2006
— Fear that job losses would reduce demand for new homes
— Fear that nationwide culture of anxiety about home prices would slow demand
Total closings declined by only 4%

Given relatively healthy demand compared to the sharp decline in new home supply,
buﬂdmg permits will likely increase in 2007

> Rental market is stable
» Rents are rising slightly

¢ Vacancy fell in 2006, but is expected to rise slightly over next three years before falling
again

RCLCO
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ANGES IN HOME

CH

OFHEO Housing Price Index Annual % Change
Rochester, Buffalo, Syracuse, and Albany MSA’s
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Rochester, NY MSA
2003 - 2006

13,500

13,000

12,500

12,000

SOURCE: Rochester Association of Realtors

ROOERT CHARLEZ Lax%sER & O

Total Closings and Average Sales Price for Existing Home Resales

13,312

2005

Total Closings  —€— Average Sale Price

$139,138

$150,000

$140,000

$130,000

$120,000

$110,000




Single-family and Multifamily Residential Building Permits
Rochester, NY MSA '

1997 - 2006
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1997 1998 1999 2000 2001 2002 2003 2004

Single-Family Permits Multifamily Permits
SOURCE: HUD, State of the Cities Data System

2005 2006




Effective Rents and Vacancy
Rochester, NY
1999 - 2011
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| NET ABSORPTION IS PROL
~POSITIVE FROM 2007 THR

Net Absorption and Vacancy
Rochester, NY
1999 - 2011 .
Projected
6%
900
< O
700 > | 5%
500 4%
300 -
100
00 | 2000 2003 2004 2007 2008 2009
O\f( QNS?JV\Q-‘ 1%
-300
NRROVES R = Nz
-500 <3 g\,@x\ 0%
Net Absorption @Fﬁgh) —e—Vacancy @@
SOURCE: REIS
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CONVENIENCE, LOCATION & TOWNCENTER =~

-ELEMENT MAKE SITE IESIRABLE
» There are affluent, sophisticated buyers in Rochester looking 3
for high-end attached product “
° Large number of high-income households in target demographic
groups ;




% of HH’s with High Incomes

Rochester, Buffalo, Syracuse, and Albany MSA’s
2006
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Block Groups
2005 Median HH Income
Greater than $100,000
$75,000 - $100,000
450,000 - $75,000
__| Less than $50,000

RDEERT CHARLES LESSER & CO




Block Groups
2005 Median Value: Owner Occ HUs
n Greater than $300 000

: $200,000 - $300,000

[} $100,000 - $200,000

—I Less than $100,000

RONERT CHARLES LEZZER & CO
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NE AND TWO

LARGE CON_CENTRATIONS (¢}
PERSONH JSEHOLDS

i

!

; |
" I
i

Block Groups
2000 Average HH Size

i More than 3 S ’,~J '

. P

- Fewer than 2

ROBERT CHARLEZ LE:SER & CcO



TO REMAIN LOW

Household Trends
Rochester, NY MSA
2000 - 2011

Populatlon 1,037,831 1,043,061 1,047,363
Average Annual Change - 872 860
Compounded Annual Growth Rate - 0.1% 0.1%

Households 397,303 403,990 408,083
Average Annual Change - 1,115 819

Compounded Annual Growth Rate -
Median Income $44,726 - $48,913 $52,522
Average Annuai Change - $837 $722

SOURCE: Claritas, Inc.

RCLCO
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2006

Households by Age and Income
Rochester, NY MSA

33,436

31,843 -

29,992

25 - 35

ROOERT CHARLEZ LZSSER & O .

SOURCE: Claritas, Inc.

35 -45

45 - 55

55 - 65

65+

B Greater than
$200,000

0 $150,000 -
$200,000

[ $100,000 -
$150,000

8 $75,000 -
$100,000

$50,000 -
$75,000

Less than
$50,000




"LARGE POOL OF EXIST ',_ﬁwf,_fHOUSEHOLDS IN

" TARGET AGE AND INCCME?}GROUPS

Households by Age and Income -
Rochester, NY MSA Over 48,000 Households in
2006 key age and income groups

B Greater than
$200,000

, ; | $150,000 -
AN $200,000

[1$100,000 -
$150,000

& $75,000 -
$100,000

et




65+ $50K-$75K

55-65 $60K-$75K

SOURCE: Claritas, Inc.

RCLOD

55-65 $100K-$150K |

55-65 $75K-$100K |-
25-35 $100K-$150K

65+ $100K-$150K |.

55-65 Less than $50K |5 oo .

65+ $75K-$100K | i

45-55 $100K-$150K |

55-65 Greater than $200K |.
55-65 $150K-$200K |:

45-55 $150K-$200K |.

25-35 $75K-$100K |

45-55 Greater than $200K |:
65+ Greater than $200K [

Projected Annual Household Growth by Age and Income
‘Rochester, NY MSA

2000 - 2011

g ESER ONEN NEER o
e v IR ey -

e

s

Five highest projected
growth age and income
groups are all within the
empty-nester / move
down and young
professional demographic
groups, target demographic
groups for subject site

ROBERT CHARLEZ LEZ%NER & CO -




Total Households

% With Annual Income
Greater than $75,000

Total HH’s with Annual
Income Gre $75,000

Owners

Renters

Owner HH’s in Turnover

Renter HHfs in Turnover

SOURCE: Claritas, Inc.; U.S. Census Bureau
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f AGE GRCUPS

Young Professionals
* Work in downtown, suburban employment cores
* Access to highways, employment cores, and proximity to downtown Rochester
* Proximity to retail, entertainment, and recreational areas is important
* Design and amenities are key to purchase / rental decision

Mid-Career Professionals
* Proximity to basic services and retail is important
* Access to transportation corridors, regional employment cores
* Have high standards for execution and design of community

Empty-Nesters/ Downsizing Households
* Downsizing, children leaving the house
* Proximity to town center, retail, services, medical facmtles cultural activities of
downtown
* Location, amenities, maintenance-free lifestyle drives purchase / rental decision

Retirees / Snowbirds
» Retired, children out of the house, many spend winters in sunbelt locations
* Location, amenities, maintenance-free lifestyle drives purchase / rental decision
» Safe and serene atmosphere is important
* Proximity to entertainment and cultural amenities is key

RCLCO

' ROBERT CHAR




TARGET MARKET AUDIENCES

LIFESTYLE DEMOGRAPHIC IGRQUPS

YOUNG PROFESSIONAL SEGMENTS

MATURE PROFESSIONAL SEGMENTS

Enterprising Professionals

* Professional / management job
Bachelors / graduate degree
Practice yoga
Trade stocks / funds online
Shop online
Read computer magazines
Own / lease Honda

Asplrmg Young Families
Professional /-management job
Bachelors degree

- Visit theme parks
Bank online
Attend pro sports. games
Watch BET
Own / lease Dodge

Young and Restless
» Professional / management job
» Bachelors / graduate degree
* Surf internet; make purchases
online
Have personal education loan
Go to the movies
Watch Oxygen, BET
Own / lease Honda

Metro Renters
» Professional / management job
» Bachelors / graduate degree
* Travel by plane frequently
+ Track investments online
» Surf internet / shop online
* Watch Style; read fashion
magazines
* Rental car from Avis

.:Cozy and. Comfortable
Pr '-

games .
- » Ownl/lease mrmvan

:ConnOIsseurs SRR i
~* Professional:/ management jUb S

~-Bachelors
-Bo: vnluntee : work

. -Llsten to public, classical rad'ro ' o
' _' ‘Own/lease luxury car

. of cr(,dlt
- SSii > _;s:\/.talk radre
. Own--/ "Iease station wagoh
In: Style o

Professmnal / management JOb
. Bachelors./-graduate: degree
* Vacation:at:the-beach - -
~+ Track investments online |
* Make purchases online - -
+ Listen-to news/talk-radio. -
Own/lease minivan -

RCLCO
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TARGET MARKET AUDIENCES

LIFESTYLE DEMOGRAPHIC GRQUPS

MOVE-DOWN / EMPTY NESTER SEGMENTS RETIREE / SNOWBIRD SEGMENTS

Old and Newcomers
¢ Professional / management /
services job
» Bachelors / graduate degree
¢ Multimedia software and books
¢ Own shares in a mutual fund
+ Bingo and roller-blading
. _Llsten to cIassnc hits radlo :

et e

. ROAERT CHARLESZ LEZSRER & CO




Households Income Rang'e Median Age | Housing Prefererice
1,910 $75-$160K 28 | Rental
4,931 $80-$120K 30 TH, Condo
1,291 $90-$155K 32 TH, Condo
9,312 $75-$160K 33 Rental
7,801 $35-$100K 37 SFD, Condo |
10,424 $75-$160K 37 Rental
4,872 $90-$155K 39 TH
. 830 $90-$155K 41 SFD, Condo
44,814 $90-$155K 41 SFD
3,254 $120K+ 45 SFD
{0 18,639 Up to $150K 47 SFD
ETIRI 7,147 Up to $150K 51 Condo
TOTAL 105,906

0 409.00




» 14% of all out-migration was to sunbelt retirement locations (FL, AZ, HI)
* 1,138 moved to Florida, making it by far the most popular destination

* Maricopa County, Arizona, however, was the most popular single destination, with 147
households moving there in 2004

v Many of these out-migrations are seasonal “snowbirds” who keep a house in Rochester, but
change their primary residence to their winter home for tax purposes

Out-Migration from Monroe County by Destination
Monroe County, NY

2003 - 2004
1,343 I 1,904

5,382

New York State Other States Sunbelt States

SOURCE: IRS

RCLCU
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Since Iarge majority of students at both U.R. and R.I.T. live on-campus, and most are
highly price-sensitive, students will not be a major source of demand. University faculty
and staff will likely be a somewhat more important source of demand, but numbers are
not large enough to make them a major demand driver.

: 'noannr CHARLEZ LEZZRR B GO .




' CONVENIENCE, LOCAION & TOWN CENTER -
_ELEMENT MAKE S‘ITE"??HIGH 5 IESIRABLE e

» The Iocal market is not meeting the needs of high-end
attached housing buyers

* For-sale product is not offering strong value proposition

> Rental product is either historic rehab downtown or garden complexes
in fringe suburban locations




"
i

ROBERT CHARLES LESZER & CO

MEDIAN HOUSING UNIT AGE

“ Less than 10 years old
Eﬁm 10 - 20 years old

_j 20- 80 years old

] 50- 100 yearsold

| More than 100 years old




Single-Family Detached as % of All Housing Units

- More than 80%
| 50% - 80%
1 Less than 50%

ROAERT CHARLES LESSER & €O




1 Relevant Competitive
Communities
Locust Hill Meadows
Berkshire Park

Sagamore on East

409.00

Yk = Subject Sites

04




Total Avg.
Units | Sales { Monthly Lot Avg. Unit Avg. Unit Avg.
Community Product | (Sold) | Began Abs, Size Size Price | $/SF
SFD (gg) July 2.8 Yoacre | 1,670 SF $200,290 $120
140 January Va-Y2
SFD (100) 2006 8.3 acre 1,905 SF $176,344 $93
145 January 1
SFD (95) 2004 2.6 V2 acre 2,000 SF $177,658 $89
25 Dec. Y2 -1
SFD (17) 2004 0.7 acre 2,726 SF $374,967 $138
73 Dec.
TH (33) 5004 1.3 - 1,806 SF $242,786 $131
Total Units | Sales ,
Product (Sold) | Began. | ‘Notes
Condo 23 Fall :
(Midrise) (23) 2005 Prices ranged from $300,000 - $600,000

RCLCO
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CANAL | CITY [ LocustHill | Berkshire | Shadow | Meadowbrook | Meadowbrook Sagamore
COVE GATE | Meadows Park Ridge Estates - SFD Estates — TH on East
Avg. Prlce / SF $120 $93 $89 $138 $131

Convenient
Access to Major X X X | X
Highways . | ...} | .. : - | L T e

RCLCO
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Relevant Rental Aprtemt S

590 \‘ Elllsun “—‘-—2# 1

Communities
1600 East $1.34
The Temple Building $1.07
Buckingham Commons $1.1¢
Water Street Commons $0.73
Michaels-Sterns Building $0.98
| Carriage Hill Apartments $0.87
Bormingien il $10
Erie Station Village $0.97

RDHERY CHARLES LEZZER & CO R
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COMPETITIVE MARKET CONS_;{"

RENOVATIONS AND SUBUR

Community

Total

Units

Year
Built

Occupancy

Type

Unit
Mix

Unit Size Range

STS OF DOWNTOWN
| GARDEN COMPLE

Unit |

Unit Price
Range

94%

Studio

15%

396

$774

1B/1b

30%

634

$845 - $905

2B/1b

30%

877

$1,020

2B/2b

20%

935

$1,260

2 3B/2b

5%

1,493

$1775 - $2,200

Studio

8%

850

$900

1B

50%

1,000 — 1,500

$1,175 - $1,475

2B

19%

1,326 - 2,100

$1,440 - $2,200

ol BLW

15%

2,075 - 3,175

$2,175 - $3,275

‘Buckingham.Commons

36

2006

78%

1B/1b

100%

730 ~1,010

- $825 - $1.250

up since

leased)

"ol October (28 | s

97%

1B

40%

750 - 900

$650 - $700

$0,82

2B

60%

1,196 - 1,300

$745 - $975

$0.69




Communlty
(Developer)

Occupancy

Unlt

Type -

Unlt
Mix

Unit Size Range

Unit Prlce _
Range

93%

Studio

20%

550

$550

1B

60%

750 — 963

$725 - $975

2B

20%

1,200

$1,050 - $1,200

2B

67%

1,211

$1,100 - $1,200

3B

33%

1,847 — 1,970

$1,440 - $1,550

1B

31%

730

$790 - $820

2B

64%

930 - 1,060

$910 - $1,000

3B

1%

1,210

$1,160 - $1,190

Studio

570 - 965

$725 $895

| Studio+

1,475

$1,250

1B

884 - 890

$850 - $915

2B

1,130 — 1,200

$995 - $1,100

3B

1,360

$1,385

1 2B TH

1,224 — 1,296

$1,140 - $1,220

3B TH

1,720

$1,695




Water

The Erie
CC%\I\;\EL ((;: II\TI'YE 1600 Temple Buckingham Street Michael | Carriage | Benningto | Station
East Building Commons Commons | Sterns | Hill Apts. | n Hill Apts. Village
Q;:’g' Price / $1.34 | $1.07 $1.19 $0.73 $0.98 | $0.87 $1.01 $0.97
HR MR MR MR Garden
Product HR | (Office (Office (Office | (Office v?,:{l‘(";" vcj:{lf‘f‘" Walk-
Conv.) Conv.) Conv.) Conv.) P p up

Access to
Major
Highways

ROBERT CHARLEZ LESEZER & €O o




Planned and Proposed ReS|dent|aI
Development Projects

Taal | CANE
Iron equoitd»'

=
)

Holt Road Senior Development

Legacy at Erie Station

Ay,

. 1
I% f‘ By - ,4- 3 East Rochester Site
2 | . @ Y Blue Stone Creek
; 3 ”,’** 15 (i} 5 | LaSalle’s Landing
»»»» 5 » 6 Unnamed Townhome Development
T s—1288 7

Erie Station Village Phase Two

'Mendon 'r
‘Ponds i

" Park

ROBERT CHARLEZ LEZZRR & CO -



Phase Two -

Project Units Acreage Developer Notes.
1 ..__-',ggl,teio:r?uesn‘imor 118 22.7 Mitch DeL\l/-(zl:opment, 108 for-sale units in 54 duplex buildings
S D :, __ 96 senior independent living apartments; 104
2. _;__l_;_ggﬁac;yja}t:;ﬁ,Er_ie-_._Sta_tiq_h__.-_ 200 10.2 Christopher DiMarzo townhouses; will include a fitness facility, music
I rooms, library, and hair salon
] i Bt e e - 80 townhomes and 13 SFD; substantial interest
3. E:asvt;{Rpc,be sterS|te 93 20 Robert Nuccitelli from potential buyers; under construction
’ 100 apartments, 115 patio homes, 11 SFD;
226 75 S&J Morrell Inc. proposed, approval pending
120 townhomes; would also include renovation
120 22 NA of LaSalle’s Landing park; still in conceptual
phases
N _ 124 townhomes; will include a clubhouse and a
6 f’;gz\',';':,'ef,’,::t"" nhome__-__- 124 59 Wegman Cos. pool; about half the land will be preserved as
| P open space
" 7 Erie Statnon‘ Vlllag’e 80 17 Howard Konar Expansion of existing Erie Station Village rental

community

RCLCO
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CAPTURE LATENT DEMAND FOR LUXURY ATTACHED
“ HOUSING SEEEEEE &

<

Analogous cities in Upstate New York have seen successful
projects target these buyers

> Albany and Syracuse are demographically similar cities, and similar
prOJects have worked there

RODOERT CHARLEZ LESZER & CO




- The SUCCESS OF SEVERAL HI(:H DENSITY PROJECTS |
,"_TARGETING SUBJECT DEMOGRAPHIC GROUPS |N ALBANY e

Albany, NY
> Albany is a medium sized city approximately 250 miles east of : Demographlc
Rochester. It enjoys economic stability from its position as New | Multiplier*
York's state capital. Like Rochester, the Albany region has strong 25 — 35 1.14
educational and research institutions. Albany has a slightly higher ——— -
percentage of the total population in target demographic groups. 55-65 1.03
» Albany has seen a surge in high-end multifamily development in 65+ 1.16
recent years. Tapping into latent demand, new prOJects have seen | .OQVERAEL - 1.09

strong sales paces and escalating prices.

Project | . Product.Overview . L Buyer-Overview .. -

18 condos; began selling in 2005; sold out

quickly. Mostly empty-nester / move-down buyers.

Powers Park Lofts

‘The Lofts at Bryn
Mawr

Mix of empty-nesters and young

14 condos; began selling in 2005. professionals.

Conversion of historic office building to 50
889 Broadway for-sale units.

New 10-story tower, with 122 for-sale

733 Broadway units.

* - The demographic multiplier is a measure of how prevalent different age groups are in the case study market compared to Rochester; 1 = the same
propornon of the gwen age group, < 1 = a smaller proportion; >1 = a larger proportion

ROBERT CHARLI." LeZzeRr A CO 7
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“Tr.& SUCCESS OF SEVERAL HIGA-DENSITY PROJECTS |

- TARGETING SUBJECT DEMOGRAPHIC GROUPS IN SYRACUSE

- SUPPORTS THE STRENGTH OF SUBJECT SITE PROJECT

Syracuse, NY

> Syracuse is a city slightly smaller than Rochester, 90 miles to the

east. The target demographic households represent a smaller
proportion of the overall population than in Rochester.

> Despite relatively weak economic and demographic conditions,

Syracuse has seen several high-end multifamily development
projects in recent years, and more are on the drawing boards.

Demographlc .
:Multiplier®

0.89

55 — 65

0.83

0.98

0.88

. Project | .. ProductOverview . | . BuyerOverview. . .. .. .
. . Mostly young professionals, with increasing
ok : Condominiums in renovated warehouse
Mission Landing building; buitt in mid-1990s. ~ numbers of empty nesters as the area became

more established.

Townhome development adjacent to

Mostly young professionals and mid-career
couples and singles.

Plum Court Mission Landing; was built in the late
1990s.
Renovation of historic building; 30
Loews Building condos for sale ranging from $140K -
$210K.

Mostly young professionals.

* - The demographic multiplier is a measure of how prevalent different age groups are in the case study market compared to Rochester; 1 = the same

proportion of the given ag ;<1= I

RCLCO

rtion; >1 = a large

rtion
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CONVE’NIENCE' 'LOCAT‘ION"@"

» Strong Location

 Unique site attributes

Nsity

ROBERT CHARLES LEZZER & CO
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. JTiessmer.

Bropks.. Av*‘

Rochester
International Airport

£ o

cITY GATE}

Genegee Valley Park

~Junction
LRy
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Rochester Institute of Monroe Community

Technology

Erle Canal

W Jefferson Rd
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Surroundmg land is a mix of single-family detached homes office parks,
and garden apartment complexes. Overall land development intensity is
relatively low, and there are numerous pockets of open space, including a
town park adjacent to the Canal Cove commumty

Brighton
Town Park

Prox:m:ty to I-390 and 1-590 w:II be

more of an asset than a

disadvantage. The sites are large

enough that effective land

planning can easily mitigate i S e,

sound poliution. Buyers will be . ; Both communities will be adjacent to the Ene Canal

attracted to the convenient access |- "y and towpath, which will link them to each other, and
vl fo the major hlghways. St to other developments and towns along the canal.

ROBERT CHARLES LESSER A CO .
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STRENGTHS

» Location offers convenient access
to UR, RIT, downtown Rochester

» Erie Canal provides strong leisure
amenity, and walk/bike
transportation link with other towns
in Rochester MSA

» Positive perception of town of
Brighton in Rochester area

CHALLENGES
» Creating appealing sense of place

» Creating environment that appeals
to target demographic groups

» Mitigate noise pollution from
nearby interstate highways




ey crimue: ST TR P —

Case Study projects from around the country can shed light
on what to offer, and how to design it

e Product types
» Architecture and site planning

RCLCO

ROBERT CHARLEZ LEZSZER & CTO
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PIONEERED H|GH

NNEAPOLIS

Hartford Commons
Eden Prairie, MN

» Pioneering high-density development in an
otherwise low-density affluent suburb of
Minneapolis

» 318 Townhomes and Condos on 18 acres of land

» Buyers were mix of empty nesters and young
professionals

. Product
Slightly above the rest of the ™ L i | Pres Ranaa:
townhome and suburban condo .. Type .- ‘|~ Mix |- Price’Range
market TH 36% | $229-259K
| Creating welcoming, distinctive TH 44% $264-275K
+| design; offering low-maintenance
product Condo 20% $249-305K

Design can sell itself — sales
-exceeded expectations, likely due to
| appeal of community and lifestyle

RCLCO
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Hartford Commons
Eden Prairie, MN

Richly landscaped public areas. Tree-lined sidewalks.

Front porches and stoops on townhomes provide residents with many of the
same elements found in SFD homes. Alleys behind the townhomes provide
access to tuck-under garages, providing uninterrupted street-front facades

Key Design
Factors

RCLCO

ROBERT CHARLES LEZZER B CO




'PORT WARWICK SUCCESSF L

'DEVELOPMENT IN BLUE- COLLARa~NiEWPO

Port Warwick
Newport News, VA

» Mixed-use high-density development in Newport
News. The project was successful in an area
that was not thought to have demographic
groups to support a project like Port Warwick.

» 276 Condos, Townhomes, and Single-family
homes for sale, and 150 rental apartment units.

» Sales began in 2003 and sold out in 2006

Product was positioned in-line with high-

Market end product in affluent outlying towns in Product - Price Size Avg.
.| the Newport News / Norfolk / Virginia . Type. | Mix .| Range | Range.| $/SF._
Be?}ch z;‘rea. The sales pace was much ' $289 1880

' t ted. 0 - ,OOU=
higher than expecte SFD 33% 433K 3.000 $148

< Strong attention on place-making. Worked 0 $229- 1,521-
% -| with noted local writer William Styron in T 33% 305K 2,144 $146

naming streets and places. $250- 1 200-
Condo | 34% 350K 2500 $166

.' There are many more buyers interested in
this type of product than anyone involved
in the project anticipated.

ROAERT CHARLEYS LEZZER & CO .




Y-FRIEN DLY DESIGN

Port Warwick
Newport News, VA

- Mm
Wl!llam Styron Sque

sy asd Aot W

Public park and mix of retail and commercial development has been key to
project’s success. Events such as musical concerts, theater, and fine arts and
s, .| crafts fairs have successfully brought residents to the central square, and

+ | buyers to the community.

In addition to the lively central square ringed by ground-floor commercial

Key Design development, public art has been installed throughout the community to add to
Factors the sense of place. Alley-loaded homes, with no unsightly garages visible from
' the streets, have also been a key selling point.

RCLCO
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NESTERS

Capitol West
Madison, WI

» Mixed-use development covering a large city block
in central Madison

4

173 Condos and Townhomes in current phase, with
total of 375-450 units anticipated at build-out

¢ Buyers have mostly been young professionals and
mid-career couples and singles

» Sales began in late 2005

Positioned at a roughly 10% Section ) Price
Market | premium to small multifamily in-fill Name | Type | Units | Size.Range |. Range
B ..1| developments downtown, and a Capitol $400-
__':P’;”_.5|tlon|’n: -1 50%+ premium to new suburban Court TH 10 1,663-1,843 500K
| multifamily development. :
4 i : pashinglon | 14 |5 2,152 $550K
Contemporary design, and high
level of service amenities 309 W. Condo | 126 651-1 565 $180-
- | (concierge, etc.) meet the demands Washington " ’ 800K
| of sophisticated buyers. Main Street | TH 9 | 1,649-1,762 i%%(}’g
.. | Inanincreasingly competitive
Lessons urban multifamily market like StB“}[OIf“ i | Condo | 23 655-1.300 %%2)?(
Learned = | Madison, the highest level of e o

execution is essential for success.

ROBERT CHARLREZ LESEER & CO




Capitol West
Madison, WI

Key Features

-and Amenities
..+ numbers at each floor for walkers.

Ample private terraces, and community open-space. Fireplaces, multi-room
audio and climate control panels. Concierge and extensive fitness facilities.
Creative “fithess amenity” are the stairwells in the high-rise with calories burned

Key De3|gn

;:'_;-;.Facto i sophisticated, urbane buyers in Madison.

Ample open space and greenery. Pedestrian spaces activated by adjacent
retail ensure lively urban atmosphere. Contemporary home design appeals to

" 04:11409.00
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_DENSITY AND MIXE

Bown Crossing
Boise, ID
»  Mixed-use development in suburban Boise,

offering high-density residential adjacent to a
retail town center.

» 85 Condos, Townhomes, and Single-family
homes.

57

Buyers have been young professionals and
families who work in downtown Boise.

» Began selling in 2005

Positioned at roughly 10% premium to Product Base
Market, smaller but comparable new multifamily Type - Units |  Size'Range | Price.
:Positioning .. | developments, and 100%+ premium to ' ' '
-7 77| suburban single-family developments Lofts 8 815-1,176 $329K
Offering a product that tapped into Townhomes 14 1,640 - 1,953 $410K
latent demand for low-maintenance, Patio Homes | 18 | 1,805-1,870 | $434K |
Key Success | high-density lifestyle in Boise. Site
| design that creates small pocket Custom SFD | 45 NA $600K

neighborhoods within the
community.

Town center component helped to
| increase absorption and prices.

RCLCO
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Bown Crossing
Boise, ID

Proximity to Boise River, and to outdoors recreation areas. Town center.

Key Design
Factors

Created three separate neighborhoods, each with its own character: the town
center, with condos over retail; “The Rookery”, with a mix of townhomes and
patio homes; and the custom SFD neighborhood. The intimate scale of each
neighborhood encourages community and enhances the sense of place.

ROBERT CHARLES LEEXER & CO !
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- Four to ten units in each building, designed to look at first glance like a very large
single-family home

* No obvious parking lots, breezeways, or balconies normally associated with
multifamily housing

» Typically includes a mix of smaller (700 SF) and larger (2,000 SF) units, as opposed
to traditional “plex” housing, which has units of all one, typically large, size

ROBERT CHARLEZ LEEZSER & CO

| 04:11409.00
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Orienting streets in southern portion of
community perpendicular to the canal
will make the canal feel accessible to all
residents, provide canal views from
interior units, and create premiums for
more units

The developers of Seaside, in Florida,
used the same technique to make the
beach feel accessible to all residents

04-11409.00
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CANAL COVE DESIGN RECO! MENDATIONS

DESIGN AND EXECUTION OVERVIEW -

» The community needs to feel relaxing, like a world apart from Rochester
» Create lush landscaping and beautiful construction

» Create a “decompression zone” at the entrance — a stretch of road that is beautiful and calm,
and lets residents relax as they enter the community and approach their homes

»  The community needs to appear stately, elegant, and refined
¢ Use a Craftsman, Federal, or Greek Revival architectural style throughout the community

> While the product types and densities will make the community feel relatively urban, aim for
the elegant urbanity of neighborhoods like Georgetown in Washington, DC, Back Bay in
Boston, or Shaker Heights in Cleveland

» High level of execution

* Everything from site planning to architecture to signage and landscaping needs to be carefully
designed and executed

» High-end buyers are both discretionary and sophisticated — they spend their money carefully
and take their time to make decisions

» High-end mixed- and multiple-uses developments of this kind are new in the Rochester
market.

RCLCO
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P(ROGRAI\/I RECOMMEN-D;'.,’"'?,.:i:ﬁ'ﬂ E:;DRIVEN BY

“DEMAND BY PRODUCT TYPE AND PRICE RANGE

Demand by Product and Price Range
From Relevant Lifestyle Demographic Groups within the

Rochester MSA
2,000
1,800 /A\
1,600
/ ~= Single-Family
1,400 / Detached

1,200 //
1,000 7 M ——Townhome
800 / \
600

400 e \\ — Condominium
200 o T s Sl _

-

$100,000 - $160,000 - $230,000 - $300,000 - $450,000 -
$160,000 $230,000 $300,000 $450,000 $800,000




CANAL COVE
Site Annual Years of
Product # | Size Range Price Range Capture Sales Sales
Big House Condos 60 1,100-1,500 | $181,000 - $249,000 4% 23 2.6
Waterfront Condos 85 1,400 - 1,800 | $252,000 - $320,000 4% 24 3.5
Townhomes 81 1,600 - 2,100 | $207,000 - $242,000 3% 23 3.5
Conventional SFD 70 2,000 -2,700 | $250,000 - $299,000 2% 21 3.4
Alley-Loaded SFD 70 1,450 - 2,100 | $226,500 - $272,000 2% 21 3.4
TOTAL 366 111 3.5
CITYGATE
Annual Years of
Site Sales/ Sales/
Product # | Size Range Price Range Capture Leases Leasing
Townhomes 118 { 1,400-1,800 { $178,000 - $206,000 8% 33 3.5
Condos Over Retail | 50 1,200 - 1,600 | $144,000 - $172,000 18% 31 1.6
Live-Work 15 | 2,200-2,800 | $339,000 - $381,000 N/A 15 2
Apartments 250 570 - 1,500 $727 - $1,522 4% 209 1.6
TOTAL 433

RODERT CHARLES LESSER R CO "', . & . -.°



Price-to-Size Comparison of Competitive Properties
For-Sale Residential Communities

$400,000 N
$375,000 - X
$350,000 S
-
$325,000
$300,000 /O '
/ N
$275,000 / fl
/ /zz .
$225,000 L B
A A
B
$200,000 / - ’5%/ , A - .
~ - A
i A
$175,000 A " T 2h a2 S
. - - ‘_2 N A
$150,000 o %
& A
A
A
$1 25,000 T T T T T T —r T I T T 1
800 1,000 1,200 1,400 1,600 1,800 2,000 2,200 2,400 2,600 2,800 3,000 3,200
-£%¢ Ganal Cove SFD Alley -g3- Canal Cove SFD Conv. -4 Canal Cove Townhomes
—6— Canal Cove Waterfront Condos -g— Canal Cove "Big House" Condos 5z CityGate Townhomes
% CityGate Live-Work -¢y- CityGate Condos Above Retail & Locust Hill Meadows
4 Berkshire Park 4 Shadow Ridge A Meadowbrook Estates
= Meadowbrook Estates - Townhomes

RCLCU
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}':;APARTMENT RECQMMEN

CITY GATE

!

Annual Years of
Unit Type|| # | Mix | Size Range | Base Rent Range | Rent/SF | Lease-up | Leasing -

Studio | 13 | 5% 570 $727 $1.27 12 1.0
1-Bedroom | 113 | 45% 700 - 900 $814 - $994 $1.10 - $1.16 73 1.5
2-Bedroom | 100 | 40% | 1,000-1,200 | $1,072-$1,252 | $1.04 - $1.07 83 1.2
3-Bedroom | 25 | 10% | 1,300-1,500 | $1,342-$1522 | $1.01-$1.03 40 0.6
TOTAL 250 | 100% 944 $1,030 $1.11 209 1.5




Adjustment Comparlson of Competltlve Propertles
Rental Apartments

$2,200 —
: —m— Erie Station Village Studio
/ =& Erie Station Village Studio +
$2,000 —e— Erie Station Village 1B
. —a— Erie Station Village 2B
e Erie Station Village 3B
$1.800 —— Erie Station Village 2B TH

— Erie Station Village 3B TH

+ Bennington Hills Apartments 18
’ —a— Bennington Hills Apartments 2B
$1,600 —e— Bennington Hills Apariments 3B
- & Carriage Hill Apartments 2B

»  Carmiage Hill Apartments 3B

@ - Michaels-Stems Building Studio

»-- Michaels-Stems Building 1B
- & Michaels-Stems Building 28
—&~ Water Street Commons 1B
—a— Water Street Commons 2B
—e— Buckingham Commons 18

n  The Temple Building Studio
—e— The Temple Building 1B
—a— The Temple Building 2B
—¥— The Temple Building 1B LW

r 1600 East Studio
—e— 1600 East 1B
—a— 1600 East 2B

& 1600 East3B
$600 -g3- RCLCORec 18
% RCLCORec2B
% RCLCORec 3B
$400 —m— RCLCO Rec Studio

T T T T T T T T 1

400 600 800 1,000 1,200 1,400 1,600 1,800 2,000 2,200

RCLCO

$1,400

$1,200

$1,000

$800

&
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Effective place-making will be crucial for success of the project

»  Create distinct neighborhoods within each community — evoke feeling of intimacy and
approachability

»  Create sense of authenticity throughout communities by invoking local people and history

¥ Activate open spaces by making them functional (e.g. dog park, fitness park, amphitheater), and
walking paths that lead to specific destinations

Emphasize the uniqueness and the high-quality of the communities in marketing
» Need to overcome buyers’ unfamiliarity with this type of project
»  Make it plain that the communities offer an appealing value

Maintain actively control over builders

v Since careful attention to detail will be crucial, make sure builders are following your guidelines to
ensure overall project success

RCLCO
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The conclusions and recommendations presented in this report are based on our analysis of the information available to us

from our own sources and from the client as of the date of this report. We assume that the information is correct, complete,
and reliable.

Our conclusions and recommendations are based on certain assumptions about the future performance of the global,
national, and/or local economy and real estate market, and on other factors similarly outside either our control or that of the
client. We analyzed trends and the information available to us in drawing conclusions and making the appropriate
recommendations. However, given the fluid and dynamic nature of the economy and real estate markets, it is critical to

monitor the economy and markets continuously and to revisit the aforementioned conclusions and recommendations
periodically to ensure that they stand the test of time. '

We assume that, in the future, the economy and real estate markets will grow at a stable and moderate rate. However,
history tells us that stable and moderate growth patterns are not sustainable over extended periods of time. Indeed, we find
that the economy is cyclical and that the real estate markets are typically highly sensitive to business cycles. Our analysis
does not necessarily take into account the potential impact of major economic "shocks" on the national and/or local
economy and does not necessarily account for the potential benefits from a major "boom." Similarly, the analysis does not
necessarily reflect the residual impact on the real estate market and the competitive environment of such a shock or boom.
The future is always difficult to predict, particularly given changing consumer and market psychology. Therefore, we
recommend the close monitoring of the economy and the marketplace. The project and investment economics should be
“stress tested” to ensure that potential fluctuations in the economy and real estate market conditions will not cause failure.

In addition, we assume that economic, employment, and household growth will occur more or less in accordance with
current expectations, along with other forecasts of trends and demographic and economic patterns. Along these lines, we
are not taking into account any major shifts in the level of consumer confidence; in the cost of development and
construction; in tax laws (i.e., property and income tax rates, deductibility of mortgage interest, and so forth); or in the
availability and/or cost of capital and mortgage financing for real estate developers, owners, and buyers. Should any of the
above change, this analysis should probably be updated, with the conclusions and recommendations summarized herein
reviewed accordingly (and possibly revised).

We also assume that competitive projects will be developed as planned (active and future) and that a reasonable stream of
supply offerings will satisfy real estate demand. Finally, we assume that major public works projects occur and are
completed as planned.

’ RUOBERT CHARLES LESSER 8 TO ’
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Reasonable efforts have been made to ensure that the data contained in this study reflect accurate and timely
information and are believed to be reliable. This study is based on estimates, assumptions, and other information
developed by RCLCO from its independent research effort, general knowledge of the industry, and consultations with
the client and its representatives. No responsibility is assumed for inaccuracies in reporting by the client, its agent, and
representatives or in any other data source used in preparing or presenting this study. This report is based on
information that to our knowledge was current as of the date of this report, and RCLCO has not undertaken any update
of its research effort since such date.

Our report may contain prospective financial information, estimates, or opinions that represent our view of reasonable
expectations at a particular time, but such information, estimates, or opinions are not offered as predictions or
assurances that a particular level of income or profit will be achieved, that particular events will occur, or that a
particular price will be offered or accepted. Actual results achieved during the period covered by our prospective
financial analysis may vary from those described in our report, and the variations may be material. Therefore, no
warranty or representation is made by RCLCO that any of the projected values or results contained in this study will be
achieved.

Possession of this study does not carry with it the right of publication thereof or to use the name of "Robert Charles
Lesser & Co." or "RCLCO" in any manner without first obtaining the prior written consent of RCLCO. No abstracting,
excerpting, or summarization of this study may be made without first obtaining the prior written consent of RCLCO.
This report is not to be used in conjunction with any public or private offering of securities or other similar purpose
where it may be relied upon to any degree by any person other than the client without first obtaining the prior written
consent of RCLCO. This study may not be used for any purpose other than that for which it is prepared or for which
prior written consent has first been obtained from RCLCO.

RCLCO
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Exhibit 1

SUMMARY OF RCLCO RECOMMENDATIONS
CANAL COVE AND CITYGATE

MARCH 2007

LR RIS

CANAL COVE
% s i

2

Canal Cove  Big House Condos 60 16% 4.6 13.0 1,100 - 1,500 $181,000 - $249,000 $165 - $166 23 1.9 26
Canal Cove  Waterfront Condos 85 23% 5.3 16.0 1,400 - 1,800 $252,000 - $320,000 $178 - $180 24 2.0 35
Canal Cove  Townhomes 81 22% 24 x 80 5.6 14.6 1,600 - 2,100 $207,000 - $242,000 $115 - $129 23 1.9 3.5
Canal Cove  Conventional SFD 70 19% 60 x 100 15.0 4.7 2,000 - 2,700 $250,000 - $299,000 $111 - $125 21 1.7 34
Canal Cove _Alley-Loaded SFD 70 19% 40 x 100 10.0 7.0 1,450 - 2,100 $226,500 - $272,000  $130 - $156 - 21 1.7 3.4
366 __100% 40.5 1,519 - 2,047 $225,142 - $277,902  $140 - $151 111 9.3 35

| Total Acres: 63.0 |

CityGate Townhomes 118 27% 24 x 80 8.1 146 1,400 - 1,800 $178,000 - $206,000 $114 - $127 33 2.8 3.5
CityGate Condos over Retail 50 12% 3.1 16.0 1,200 - 1,600 $144,000 - $172,000 $108 - $120 31 2.6 1.6
CityGate Live-Work 15 3% 24 x 80 1.0 14.6 2,200 - 2,800 $339,000 - $381,000 $136 - $154 15 1.3 1.0
CityGate Apartments 250 58% 16.7 15.0 5§70 - 1,500 $727 - $1,522 $1.01 - $1.27 209 17.4 15
433  100% 28.9 925 1,638 35
| Totat Acres: 45.0 |
CITYGATE APARTMENTS
T ST

% ‘ u '.

Studio 13 5% 570 - 570 $727 - $727 $1.27 - $1.27 12 1.0 1.0

1-Bedroom 113 45% 700 - 900 $814 - $99%4 $1.10 - $1.16 73 6.1 1.5

2-Bedroom 100 40% 1,000 - 1,200 $1,072 - $1,252 $1.04 - $1.07 83 6.9 12

3-Bedroom 25 10% 1,300 - 1,500 $1,342 - $1,522 $1.01 - $1.03 40 3.3 0.6

250 100% 874 - 1,064 $966 - $1,137 $1.08 - $1.12 209 17.4 15

1 Assumes net residential developable acre of 28,000 square feet.
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Exhibit 2

FOR-SALE RESIDENTIAL DEMAND
CITYGATE AND CANAL COVE
MARCH 2007

s

£t
: ‘

[rotal Households in MsA 2 84,260 4,931 1,201 7,801 44,814 4,872 830 3,254 9,320 a7 |
Smgle FamIly Detached 70% 70% 100% 100%
Townhomes 50% 50% 100%
Condominiums 50% 50% 30% 30% 100%
Rental Apar
100% 100% 100% 100% 100% 100% 100% 100% 100%
Product Preferences:.. T R T P R R T e T D S I T B ]
Smgle-Famlly Detached 63,429 5,461 44,814 581 3,254 9,320
‘Townhomes 7,983 2,466 846 4,872
Condominiums 12,847 2,466 646 2,340 249 7,147
Rental Apart 21,646
TOTAL 105,806 4,931 1,291 7.801 44,814 4,872 830 3,254 9,320 7147
TOTAL FOR-SALE PRODUCT 84,260 4,931 1,291 7,801 44,814 4,872 830 3,254 9,320 7,147
Share of Households in MSA 26.1% 1.2% 0.3% 1.9% 11.0% 1.2% 0.2% 0.8% 2.3% 1.8%
[Annual Household income Ranges* $80K - 120K $90K - $155K $35K - $100K $90K - $155K $O0K - $155K $90K - $155K  $120K+  Upto $160K Upto$150K |
RCLCO Esti i Distribution of H Ids:by A 1 and Likely Home Purchase Price
- Annual Incomes Home Purchase Price
$25,000 -$50,000 $100,000 - $160,000 4,388 1,560 . 1,398 1,428
$50,000 - $75,000 $160,000 - $230,000 15,136 1,872 387 4,681 2,192 2,330 3,574
$75,000 -$100,000 $230,000 - $300,000 22,770 2,712 648 1,560 1,705 - : 194 - 1,787-
$100,000 - $150,000 $300,000 - $450,000 38,645 T 28T s S .. .258- N 974,
$150,000 - $250,000 $450,000 - $800,000 3,322
$250,000 + $800,000 + 0
84,260 4,931 1,291 7,801 4,872 830 3,254 9,320 7,147
Annual Tusnover of Owner-Occupled Housing Units * 6.0% 6.0% 50% 5.0% 5.0% 5.0% 4.5% 4.0% 4.0%
Annual Household Growth (CAGR from 2006 to 2011) © 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%
[RCLTO Esfimated Distrit of Annual For-Sale Housing D d by A | and Likely Home Purchase Price
Annual Incomes Home Purchase Price
$25,000 - $50,000 $100,000 - $160,000 200 81 59 60
$50,000 -$75,000 $160,000 - $230,000 752 122 24 243 114 98 B 15q
$75,000 - $100,000 $230,000 - $300,000 1,158 168 40 81 . 513. 89 i 46 . i : 179’ A 75
$100,000 - $150,000 $300,000 - $450,000 1,001 T N B . 1,748 ST SN I YR N S VT AR T At |
$150,000 - $250,000 $450,000 - $800,000 163 R s
$250,000 + $800,000 + 0
4,265 306 81 406 2,331 253 43 153 392 300
Exhibit 2
04-11409.00

Page 2 0f 13 Printed: 3/7/2007



Exhibit 2

FOR-SALE RESIDENTIAL DEMAND
CITYGATE AND CANAL COVE
MARCH 2007

RCLCO.Estimated-Annual: Demand for For-Sale:Product -. - =" .
SUMMARY
Single-Family Detached 3,190 0 0 284 2331 1] 30 163 392 [\]
Townhomes 447 153 40 0 0 253 0 0 0 Q
Condominiums 628 153 40 122 0 0 13 0 0 300
TOTAL 4,265 306 81 4906 2,331 253 43 153 392 300
SINGLE-FAMILY DETACHED
A 11 Home Purchase Price
$25,000 - $50,000 $100,000 - $160,000 29 40
$50,000 - $75,000 $160,000 - $230,000 267 169
$75,000 -$100,000 $230,000 - $300,000 775 R : - . C 75,
$100,000 -$150,000 $300,000 - $450,000 1,886 [ - R R RIS
$150,000 - $250,000 $450,000 - $800,000 163
$250,000_+$0 $800,000 +3$0 0
3,180 0 [} 284 2,331 0 30 153 392 0
TOWNHOMES
Annual Incomes Home Purchase Price
$25,000 - $50,000 $100,000 - $160,000 0
$50,000 - $75,000 $160,000 - $230,000 185 61 10 - 114
$75,000 -$100,000 $230,000 - $300,000 194 . 85 : 20 ) 89
$100,000 - $450,000 $300,000 - $450,000 68 R AR I | X R : o nhst
$150,000 - $250,000 $450,000 - $800,000 0
$250,000 - $0 $800,000 - $0 0
446 153 40 0 [ 253 o 0 0 ]
CONDOMINIUMS
A 11 Home Purchase Price
$25,000 - $50,000 $100,000 - $160,000 101 41
$50,000 - $75,000 $160,000 - $230,000 300 61 74
$75,000 -$100,000 $230,000 - $300,000 191 84 ‘8
$100,000 - $150,000 $300,000 - $450,000 37 8
$150,000 - $250,000 $450,000 - $800,000 0
$250,000 - 30 $800,000 - $0 0
628 153 40 122 0 0 13 0 0 300
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Exhibit 2
FOR-SALE RESIDENTIAL DEMAND
CITYGATE AND CANAL COVE
MARCH 2007
TR
RCLCO Estimated Capture at Canal Cove j e el e
CONDOMINIUMS TOWNHOMES SINGLE-FAMILY DETACHED
Annuat incomes Home Purchase Price Capture Annual Monthly Capture Annual Monthly Capture Annual Monthly
$25,000 -$50,000 $100,000 - $160,000 [ 0% 0 0.0 0% 0 0.0 0% ] [X0]
$50,000 -$75,000 $160,000 - $230,000 30 8% 24 20 2% 4 0.3 1% 3 0.2
$75,000 - $100,000 $230,000 - $300,000 7 10% 19 186 10% 19 1.6 5% 39 3.2
$100,000 - $150,000 $300,000 - $450,000 4 10% 4 03 0% 0 0.0 0% 0 0.0
$150,000 - $250,000 $460,000 - $800,000 0 0% 0 0.0 0% 0 0.0 0% 0 0.0
$250,000 + $800,000 + - 0 0% o 0.0 0% 0 0.0 0% 0 0.0
111 7% 47 3.9 5% 23 1.9 1% 41 3.5
[RCLCO Estimated Capture at CityGate : st Gl
[ CONDOMINIUMS TOWNHOMES SINGLE-FAMILY DETACHED
A 1), Home Purchase Price l Capture Annual Monthly Capture Annual Monthl Capture Annual Monthly
$25,000 - $50,000° $100,000 - $160,000 10 10% 10 0.8 0% 0 0.0 0% 0 0.0
$50,000 -$75,000 $160,000 - $230,000 54 7% 21 1.7 18% 33 28 0% 0 0.0
$75,000 - $100,000 $230,000 - $300,000 0 0% 0 0.0 0% 0 0.0 0% 0 0.0
$100,000 - $150,000 $300,000 - $450,000 Q 0% Q a0 0% Q 0.0 0% Q Q.0
$150,000 - $250,000 $450,000 - $800,000 0 0% 0 0.0 0% 4] 0.0 0% 0 0.0
$250,000 + $800,000 + 0 0% 0 0.0 0% o 0.0 0% 0 0.0
64 5% 31 2.6 7% 33 2.8 0% 0 0.0
! Selected categories from ESRI's Community Tapestry Segmentation system that would be fikely to purchase at either or both of the subject properties.
22006 estimate of total households in the Rochester, NY MSA according to ESRI.
® Product preferences according to ESRI; RCLCO estimated distribution.
4 Approximate income ranges of ESRI's Tapestry segments.
5U.S. Census data for Rochester, NY MSA.
© Compounded annual growth rate based on 2011 household projections according to ESRI.
Exhibit 2
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Exhibit 3

DEMAND FOR RENTAL APARTMENTS
CITYGATE
MARCH 2007

Total Households in MSA 2 21,646 1,910 9,312 10,424
Annual Household Income Ranges * $75K - 160K $75K - $160K $75K - 160K
Annual Household Growth (CAGR from 2006 to 2011)* 0.2% 0.2% 0.2%

Minimum Rent $700 $815 $1,070 $1,340

Minimum Qualifying Income $28,000 $33,000 $43,000 $54,000
Existing Renter Capture

Total Households 21,646 21,646 21,646 21,646 21,646
x Unit Type Preference ® 100% 6% 35% 40% 19%
Total Unit Preference Qualified 21,646 1,294 7,582 8,648 4122
x Estimated Annual Average Turnover Factor ® 241% 24.1% 24.1% 24.1% 24.1%
Total Qualified Renter Households in Turnover 5,217 312 1,827 2,084 993

X Likely Subject Site Capture 4% 4% 4% 4% 4%
Subject Site Estimated Annual Demand Potential 209 12 73 83 40
Monthly Demand Potential 17.4 1.0 6.1 6.9 3.3

! Selected categories from ESRI's Community Tapestry Segmentation system that would be likely to purchase at either or both of the subject properties.
2 2006 estimate of total households in the Rochester, NY MSA according to ESRI.

2 Approximate income ranges of ESRI's Tapestry segments.

4 Compounded annual growth rate based on 2011 household projections according to ESRI.

®U.S. Census data for Rochester, NY MSA.
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Exhibit 4

RELATIONSHIP OF PRICE TO SIZE
COMPETITIVE PROPERTIES AND RCLCO RECOMMENDATIONS
MARCH 2007
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Exhibit 5

RELATIONSHIP OF PRICE TO SIZE
COMPETITIVE PROPERTIES AND RCLCO RECOMMENDATIONS
MARCH 2007

$2,200
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Exhibit 6

RELEVANT LIVE-WORK UNIT COMPARABLES
NORTHERN VIRGINIA AND MONTGOMERY COUNTY, MD
FEBRUARY 2007

Community Viltages of Urbana Developer Natelli Communities The live/work units are 24x36 with 3 above ground

Address MD-355 & MD-80 Builder Parkwood Homes levels and an unfinished basement. The ground
Urbana, MD 21704 . Open Date 2006 fioor is retall, the second level consists of threa
301-831-7743 Total Units 12+ office suites with a reception area, and the third

County Frederick County, MD Units Sold to Date 12 floor can either be a duplicate of the second floor

Monthly Absorption 24 or a 1B8/1b apartment/condo. The units are double
fronted with 2-assigned parking spaces in the
“back' (or residential side) of the building.

3O sa#rmonthy. gt rice:Range (Ran 1ice Rang
2006 12112 24 $775,000 - $825,000 2,052 - 2,052  $378 - $402

'
'

$390
The twelve live/work units are located across the street from the 130,000 SF grocery-anchored, retail centered. The twelve units sold in two weeks primarily to investors - many of the same investors who
purchased in the Kentlands. An unknown number of live/work units are planned for next year. Product size is for heated SF on 3 levels and thus does not include the unfinished basement.

DESCRIPTION:

COMMENTS
Community Kentlands Developer Mitchell-Best/Parkwood  The project was built by two builders/developers; :
Address Kentlands Market Square Open Date Jun-02 Mitcheil-Best (the odd number units) and Parkwood
Pieasant Drive Total Units 34 Homes. The units are either 3-4 above ground
Gaithersburg, MA 20878 Units Sold to Date 34 floors, and all include basements. The living area is :
County Montgomery County, MD Monthly Absorption 17.0 typically 1-2 floors, depending on the builder and .

end user preference.

Bidh ]
Kentlands Live-work Townhomes ~ Jun-02 34/34 17

fOR! i
$390 |
DESCRIPTION: The majority of the units were originally purchased by investors. Most owners have rented both the residential and retail space to various tenants. The commercial space is being used by a variety of

tenants, Including national insurance companies, and a number of local businesses. Some of the original investors are living in the units and renting the additional retait space. There have been few :
resales to date, with the latest unit being offered at $1.9 million. .

,800,000 3,860 $1,500,000
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Exhibit 6

RELEVANT LIVE-WORK UNIT COMPARABLES
NORTHERN VIRGINIA AND MONTGOMERY COUNTY, MD
FEBRUARY 2007 '

Community Madison Crescent Developer RMJ Development 12 units are divided amongst three pads with
Address Route 15 and 29 Buitder Miller & Smith four attached units per pad. They will have duel
Gainesville, VA 20155 Open Date Planned Spring 2007 fronts with the ground floor retail space facing the
(703) 821-8500 Total Units 12 main road and the residential on the opposing
County Prince William County, VA Units Sold to Date 0

side facing small lot singles. The units are likely to
be 4 stories on slab with integral garages on the
residential side and paralle) street parking on

the retail side.

Monthly Absorption N/A

DESCRIPTION: The community of Madison Crescent will cover 43 acres at the intersection of Routes 15 an

d 29. The project will contain 242,000 SF of office space, a 16,000 SF hotel with 120 rooms and a conference
center, 124,000 SF of retail space anchored by a 52,000 Harris Teeter, 144 residential tow:

nhomes, 60 single family homes, and eventually 12 live work units.
A portion of the office space is completed and Is being rented, the retail space is set to open July 2007 and residential sales will begin Spring 2007.

COMMUNITY INFORMATION COMMENTS

Community County Center Developer KSi Units have two car, attached, rear load garages

Address Prince William Parkway Builder Airston Group seated below an outdoor deck; 3 level with optional
Woodbridge, VA 22192 Open Date Oct-04 loft; first floor is refail space with levels two-three
(703) 670-1980 Total Units 14 residential. Residential units are 3B8/2.5b with an

County Prince Willlam County, VA Units Sold to Date 14 option for a second half bath with the loft.
Monthly Absorption 7.0 9’ ceilings in floors two-three, 8' ceilings in the
ground floor.

MR
$569,990 $173

14714 $539,990 - $599,990 3,300 - 3,300 N/A 3,300

DESCRIPTION: Units include 700 SF of retail space. Builder reports 100+ names on initial waiting list. Commercial s|

pace uses include a nail salon, insurance offices, and a drop off dry cleaner. The majority of buyers
are investors. Buyer responsible for securing business license from county. Builder reports that som

e buyers have had difficulty doing s0. There have been no resales thus far.
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Exhibit 6

RELEVANT LIVE-WORK UNIT COMPARABLES
NORTHERN VIRGINIA AND MONTGOMERY COUNTY, MD

FEBRUARY 2007
LIVE WORK UNITS BY PARKWOOD HOMES
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Exhibit 6

RELEVANT LIVE-WORK UNIT COMPARABLES
NORTHERN VIRGINIA AND MONTGOMERY COUNTY, MD
FEBRUARY 2007

LIVE WORK UNITS BY AIRSTON HOMES |

+C

LR

B
ITRe 2377

Ground Floor image Not Available

H]
¢

i *\4‘\/ i

Bedoom2 Bedroom 3 ;

- i 1227z 290550 209 '
i i ; ; i
: | i ! !
§ ] : =" % | |
i ; i ! '
First Floor Plan - Efevation § | Second Floor Pisu - Elevation § ! : Opt. Loft Flaor Plan i

Exhibit 6
04-11409.00
Page 11 0f 13 Printed: 3/7/2007



Exhibit 6

RELEVANT LIVE-WORK UNIT COMPARABLES
NORTHERN VIRGINIA AND MONTGOMERY COUNTY, MD

FEBRUARY 2007
LIVE WORK UNITS BY RYLAND HOMES
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Exhibit 6

RELEVANT LIVE-WORK UNIT COMPARABLES
NORTHERN VIRGINIA AND MONTGOMERY COUNTY, MD
FEBRUARY 2007

LIVE WORK UNITS BY EYA Gifford 2
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