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Dear Mr. Morales:

At your request and authorization, CBRE, Inc. has prepared an appraisal of the market rent of the
referenced property. Qur analysis is presented in the following Market Study.

The subject is a 2-story, 20,851-square foot restaurant property located at 1 Washington Avenue
in the South Pointe Park in the City of Miami Beach in Miami-Dade County, Florida. The
improvements were constructed in 1987, renovated in 1997 & 2017 and are situated on a 0.55-
acre waterfront site overlooking the South Pointe Park bay walk and Government Cut, the deep
water, ocean access inlet that connects Biscayne Bay to the Atlantic Ocean. The subject is
presently tenant occupied by Smith & Wollensky with 268-indoor seats, 154-outdoor seats plus
36-outdoor seats on 581-SF along the bay walk that is operated via a concession agreement.

The subject property is currently leased to the NY Restaurant Group who operates the Smith &
Wollensky restaurant as a successor to One Washington Avenue Corp. with 59-months
remaining on the last 10-year renewal option lease term. The original lease dates back to
February 1985 with an initial 20-year term plus two, 10-year renewal options that will expire on
November 6, 2025.

We have been requested to estimate the fee simple market rent As Is of the subject property,
including and excluding the Concession Area, for internal decision making purposes and for
negotiations to extend the existing lease term with the NY Restaurant Group. We have also
calculated a rent abatement to address the near term impact of the Covid-19 pandemic.
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Based on the analysis contained in the following report, the annual market rent of the subject is
concluded as follows:

MARKET VALUE CONCLUSION

Appraisal Premise Interest Appraised Date of Value Value Conclusion
Market Rent - Restaurant & Concession Area Fee Simple Estate & License  December 18, 2020 $1,740,400
Covid-19 Rent Abatement - Restaurant & Concession Area  Fee Simple Estate & License  December 18, 2020 ($729,000)
Market Rent - Restaurant Fee Simple Estate December 18, 2020 $1,223,800
Covid-19 Rent Abatement - Restaurant Fee Simple Estate December 18, 2020 ($441,000)

Compiled by CBRE

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

The following appraisal sets forth the most pertinent data gathered, the techniques employed,
and the reasoning leading to the opinion of value. The analyses, opinions and conclusions were
developed based on, and this report has been prepared in conformance with, the guidelines and
recommendations set forth in the Uniform Standards of Professional Appraisal Practice (USPAP),
and the requirements of the Code of Professional Ethics and Standards of Professional Appraisal
Practice of the Appraisal Institute.

The intended use and user of our report are specifically identified in our report as agreed upon in
our contract for services and/or reliance language found in the report. As a condition to being
granted the status of an intended user, any intended user who has not entered into a written
agreement with CBRE in connection with its use of our report agrees to be bound by the terms
and conditions of the agreement between CBRE and the client who ordered the report. No other
use or user of the report is permitted by any other party for any other purpose. Dissemination of
this report by any party to any non-intended users does not extend reliance to any such party,
and CBRE will not be responsible for any unauthorized use of or reliance upon the report, its
conclusions or contents (or any portion thereof).

It has been a pleasure to assist you in this assignment. If you have any questions concerning the
analysis, or if CBRE can be of further service, please contact us.

Respectfully submitted,

CBRE - VALUATION & ADVISORY SERVICES

v )y

A — Q’« g )%n«/
Stuart J. Lieberman, MAI James E. Agner, MAI, AI-GRS, SGA, MRICS
Vice President Senior Managing Director -
Cert Gen RZ1074 Florida/Caribbean

Cert Gen RZ382

www.cbre.com/stuart.lieberman www.cbre.com/james.agner
Phone: (305) 381-6472 Phone: (305) 381-6480
Email: stuart.lieberman@cbre.com Email: jomes.agner@cbre.com

CBRE



Certification

Certification

We certify to the best of our knowledge and belief:

1.
2

The statements of fact contained in this report are true and correct.

The reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions and are our personal, impartial and unbiased
professional analyses, opinions, and conclusions.

We have no present or prospective interest in or bias with respect to the property that is the
subject of this report and have no personal interest in or bias with respect to the parties
involved with this assignment.

Our engagement in this assignment was not contingent upon developing or reporting
predetermined results.

Our compensation for completing this assignment is not contingent upon the development or
reporting of a predetermined value or direction in value that favors the cause of the client, the
amount of the value opinion, the aftainment of a stipulated result, or the occurrence of a
subsequent event directly related to the intended use of this appraisal.

Our analyses, opinions, and conclusions were developed, and this report has been prepared,
in conformity with the Uniform Standards of Professional Appraisal Practice, as well as the
requirements of the State of Florida.

The reported analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the requirements of the Code of Professional Ethics and
Standards of Professional Appraisal Practice of the Appraisal Institute.

The use of this report is subject to the requirements of the Appraisal Institute relating to review
by its duly authorized representatives.

As of the date of this report, Stuart J. Lieberman, MAI and James E. Agner, MAI have
completed the continuing education program for Designated Members of the Appraisal
Institute.

10. Stuart J. Lieberman, MAI has and James E. Agner, MAI has not made a personal inspection

11.

1%,

TSk

of the property that is the subject of this report.

No one provided significant real property appraisal assistance to the persons signing this
report.

Valuation & Advisory Services operates as an independent economic entity within CBRE, Inc.
Although employees of other CBRE, Inc. divisions may be contacted as a part of our routine
market research investigations, absolute client confidentiality and privacy were maintained at
all times with regard to this assignment without conflict of interest.

Stuart J. Lieberman, MAI and James E. Agner, MAI have not provided any services, as an
appraiser or in any other capacity, regarding the property that is the subject of this report
within the three-year period immediately preceding agreement to perform this assignment.

S % g)%;m/

Stuart J. Lieberman, MAI James E. Agner, MAI, AI-GRS, SGA, MRICS
Cert Gen RZ1074 Cert Gen RZ382
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Subject Photographs

Smith & Wollensky

1 Washington Avenue, Miami Beach, FL 33139

%

Google Earth

| Acrial View i
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Subject Photographs

Photo 5 — Main Bar/Lounge Photo 6 — Event Room
iii
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Subject Photographs

Photo 9 — Event Room

Photo 11 - 2™ Floor Corridor Photo 12 — 2™ Floor Dining Room
v
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Subject Photographs

Photo 17 — Concession Area Looking SE Photo 18 — Concession Area Looking SW
v
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Executive Summary

Executive Summary

Property Name

Location

Client
Highest and Best Use
As If Vacant

As Improved
Property Rights Appraised
Date of Inspection
Estimated Exposure Time
Estimated Marketing Time
Primary Land Area - Restaurant

Surplus Land Area - Concession Area

Smith & Wollensky
1 Washington Avenue
Miami Beach, Miami-Dade County, FL 33139

City of Miami Beach

Government, cultural, private and joint
government/private uses

Existing leasehold restaurant use
Fee Simple Estate

December 18, 2020

6 - 12 Months

6 - 12 Months

0.55 AC 24,010 SF
0.01 AC 581 SF

Zoning GU, Government Use District
Improvements

Property Type Retail {Restaurant)

Number of Buildings 1

Number of Stories 2

Gross Leasable Area 20,851 SF

Seating Capacity - Indoor 268 Seats

Seating Capacity - Qutdoor Patios & Decks 154 Seats

Seating Capacity - Concession Area 36 Seats

Seating Capacity - Total Indoor/OQutdoor 458 Seats

Seating Capacity - Restaurant indoor/Qutdoor 422 Seats (excludes Concession Area)

Year Built / Renovated 1987 /1997 & 2017

Condition Good
Major Tenants

Smith & Wollensky 20,851 SF
VALUATION Total Per Seat Per SF
Market Rent As Is On December 18, 2020

Income Approach - Restaurant & Concession Area $1,740,400 $3,800 $83.47
Market Rent As Is On December 18, 2020

Income Approach - Restaurant $1,223,800 $2,900 $58.69

CONCLUDED MARKET VALUE
Appraisal Premise Interest Appraised Date of Value Value

Market Rent - Restaurant & Concession Area Fee Simple Estate & License December 18, 2020 $1,740,400
Covid-19 Rent Abatement - Restaurant & Concession Area Fee Simple Estate & License December 18, 2020 ($729,000)
Market Rent - Restaurant Fee Simple Estate December 18, 2020 $1,223,800
Covid-19 Rent Abatement - Restaurant Fee Simple Estate December 18, 2020 ($441,000)

Compiled by CBRE

IMPORTANT WARNING - MATERIAL VALUATION UNCERTAINTY FROM CORONAVIRUS

The outbreak of the Novel Coronavirus (COVID-19), declared by the World Health Organisation
as a “Global Pandemic” on the 11th March 2020, has impacted many aspects of daily life and
the global economy — with some real estate markets experiencing significantly lower levels of
transactional activity and liquidity. As of the valuation date, in the case of the subject property,
there is a shortage of market evidence for comparison purposes, to inform opinions of value.

vi
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Executive Summary

Our voluation of the property is therefore reported as being subject to ‘material valuation
uncertainty’. Consequently, less certainty — and a higher degree of caution — should be attached
to our valuation than would normally be the case.

For the avoidance of doubt, the inclusion of the ‘material valuation uncertainty’ declaration above
does not mean that the valuation cannot be relied upon. Rather, the declaration has been included
to ensure transparency of the fact that — in the current extraordinary circumstances — less certainty
can be attached to the valuation than would otherwise be the case. The material uncertainty
clause is to serve as a precaution and does not invalidate the valuation.

Values may change more rapidly and significantly than during standard market conditions. Given
the unknown future impact that COVID-19 might have on the real estate market and the difficulty
in differentiating between short term impacts and long-term structural changes, we recommend
that you keep the valuation(s) contained within this report under frequent review.

STRENGTHS, WEAKNESSES, OPPORTUNITIES AND THREATS (SWOT)
Strengths/ Opportunities

e The subject property is part of a high density, barrier island & resort community.

o The subject location is an exclusive municipal park with off-street parking support, a public
bay walk and unobstructed water views overlooking Government Cut, a deep water, ocean
access inlet to the Atlantic Ocean and views of Biscayne Bay.

e The subject property has a high ratio of outdoor seating that is very favorable for operations
during the Covid-19 pandemic, i.e. a 41.5% of total capacity is outdoor patio, 2™ floor event
deck and concession area.

e Strong sales revenue history and real estate tax exempt benefit from the municipal park
location & ownership.

e Historically low interest rates and unprecedented government stimulus in the wake of the
Covid-19 pandemic.

e The State of Florida and the Miami-Dade County market have entered Phase 3 of the re-
opening in the wake of Covid-19.

Weaknesses/ Threats

e Current operations are reported to be at 35% of pre-pandemic level and there is a 50% cap
on capacity until lifted by executive order.
e Management and maintenance intensive property.

EXTRAORDINARY ASSUMPTIONS

An extraordinary assumption is defined as “an assignment-specific assumption as of the effective

date regarding uncertain information used in an analysis which, if found to be false, could alter

the appraiser’s opinions or conclusions.” '

e The original contract lease & addendum agreements report a site area of 16,000-SF, while a
more recent boundary survey, dated October 6, 2020, represents a site area of 24,010-SF
plus 581-SF for the concession area. Qur appraisal process & analysis is based on the more
recent survey unless advised otherwise by the client.

" The Appraisal Foundation, USPAP, 2020-2021
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Executive Summary

e Our value estimates and conclusions assume mechanical & structural integrity sufficient for
continued operation and income production as a restaurant and there are no environmental
concerns or hazards.

e The use of these extraordinary assumptions may have affected the assignment results.

HYPOTHETICAL CONDITIONS

A hypothetical condition is defined as “a condition, directly related to a specific assignment,
which is contrary to what is known by the appraiser to exist on the effective date of the

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

e None noted

OWNERSHIP AND PROPERTY HISTORY

Title to the subject site is vested with the City of Miami Beach and the leasehold improvements are
vested in the name of the New York Restaurant Group as successor to One Washington Avenue
Corporation. According to lease documents and historical accounts, the City of Miami Beach
issued an RFP for the site location as a restaurant use. A lease agreement was negotiated and
executed with Specialty Restaurant Corp. in February 1985 for a 16,000-SF ready-to-build pad

site with the tenant responsible for constructing the improvements, which was completed and
opened as Crawdaddy’s in 1987.

On the following pages are abstracts of the original lease, the assignment of lease, the
addendum to lease and the concession agreement that highlight the historic tenant/operator

timeline including entity transfers, tenant/operator bankruptcy and lease assignments.

2 The Appraisal Foundation, USPAP, 2020-2021
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Executive Summary

LEASE ABSTRACT - CRAWDADDY'S RESTAURANT

Lessor

Lessee

Site Size (SF)

Lease Date

Lease Commence Date
Expiration Date (Base Lease)
Lease Term (Base Lease)
No. & Term of Options

Expiration Date (Base + All Options)

City of Miami Beach
Specialty Restaurant Corp.
16,000

February 8, 1985
November 7, 1985
November 6, 2005

240 Months

2 options @ 10 years
With 12-months notice.
November 6, 2025

Remaining Lease Term (Base + All Options) 59 Months
Assignment/Subletting Allowed, subject to City Commission approval.
Contract Rental Rate $/SF/Yr. Total $/Yr.
Base Lease Term $1.88 $30,000
Option Term 1 $1.88 $30,000

v I Option Term 2 $1.88 $30,000 I

Lessor Obligation

Lessee Obligation

Leasehold Improvements

Percentage Rent - Gross Receipts

Security Deposit
Lessor Expenses

Lessee Expenses

Automobile Parking

Assignment of Lease & Sublease

Name Change

Provide, improved roads, electric, water & sanitary sewer, gas &
telephone to site

Construct and operate 1st class restaurant & cocktail lounge
with not less than 200-seats, 16,000-SF to 18,000-SF and total
cost not less than $1,700,000.

Vest to lessor upon expiration or termination of lease.

2.5% to $2,500,000

3% for $2,500,001 to $4,800,000

3.5% over $4,800,000

or $2,500 per month minimum guarantee, whichever is greater.

$15,000
None

All - Absolute Net

Lessor makes available for patrons & employees and refunds
any fees to the patrons upon presentation of a validated
restaurant parking ticket

July 12, 1993 assignment & change of entity by same principal
of lease & operating sublease to One Washington Avenue
Corp. via $2,500,000 purchase & sale of building & F,F&E.

April 6, 1994 name change to South Pointe Seafood House
who filed bankruptcy on July 26, 1996

Source: Lease Agreement

Smith & Wollensky, Miami Beach, Florida
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Executive Summary

ASSIGNMENT OF LEASE ABSTRACT - SMITH & WOLLENSKY - APRIL 16, 1997

Lessor City of Miami Beach
Lessee New York Restaurant Group
Site Size (SF) 16,000
Lease Date February 8, 1985
Lease Commence Date November 7, 1985
Expiration Date {Base Lease) November 6, 2005
Lease Term (Base Lease) 240 Months
Remaining Lease Term (Base Lease) 181 Months
No. & Term of Options 2 options @ 10 years
With 12-months notice.

Expiration Date (Base + All Options) November 6, 2025
Remaining Lease Term (Base + All Options) 59 Months
Assignment/Subletting Allowed, subject to City Commission approval.
Contract Rental Rate $/SF/Yr. Total $/Yr.
Base Lease Term $1.88 $30,000
Option Term 1 $1.88 $30,000

+ Bonus Increase Per Year $1.56 $25,000
Option Term 2 $1.88 $30,000

+ Bonus Increase Per Year $4.06 $65,000
Leasehold Improvements Vest to lessor upon expiration or termination of lease.
Percentage Rent - Gross Receipts 2.5% to $2,500,000

3.5% for $2,500,001 to $4,800,000

4.0% over $4,800,000

or $2,500 per month minimum guarantee, whichever is greater

Gross receipts exclude cost or value of employee and business promotion meals.
Gross receipts include retail sales and mail order sales.

Lessor Expenses None
Lessee Expenses All - Absolute Net
Automobile Parking $75,000 per year payment for 105 parking spaces. if sales

exceed $3 million, the payment can be recaptured by tenant
from the base rent payment.

Construction 6-month abatement of approximately $15,000 to allow for
construction.

Contribution NY Restaurant Group will contribute $40,000 to demolish
bandshell at South Pointe Park.

Assignment of Lease Contingent upon immediate payment of all money due from
South Pointe Seafood House Restaurant and approval by the
bankruptcy court.

Source: Assignment of Lease Agreement

Smith & Wollensky, Miami Beach, Florida " C BR E



Executive Summary

ADDENDUM TO LEASE ABSTRACT - JUNE 1, 1997

Lessor
Lessee

Site Size (SF)

Addendum to Lease Date

Lease Commence Date

Expiration Date {Base Lease)

Lease Term (Base Lease)

Remaining Lease Term (Base Lease)
No. & Term of Options

Expiration Date (Base + All Options)

City of Miami Beach
NY Restaurant Group as successor in interest to One
Washington Avenue Corp.

16,000

June 1, 1997
November 7, 1985
November 6, 2005
240 Months

181 Months

2 options @ 10 years
With 12-months notice.
November 6, 2025

Remaining Lease Term (Base + All Options) 59 Months
Contract Rental Rate $/SF/Yr. Total $/Yr.
Base Lease Term $1.88 $30,000
Option Term 1 $1.88 $30,000
+ Bonus Increase Per Year $1.56 $25,000
Option Term 2 $1.88 $30,000
+ Bonus Increase Per Year $4.06 $65,000

Leasehold Improvements
Percentage Rent - Gross Receipts

Lessor Expenses
Lessee Expenses
Automobile Parking

Parking Impact Fee

Construction

Contribution

Assignment of Lease

Vest to lessor upon expiration or termination of lease.

2.5% to $2,500,000

3.0% for $2,500,001 to $3,000,000

3.5% over $3,000,000

or $2,500 per month minimum guarantee, whichever is greater
Gross receipts exclude cost or value of employee and business promotion meals.
Gross receipts include retail sales and mail order sales.

None

All - Absolute Net

$75,000 per year payment for 105 parking spaces and credited
against lessee's percentage rent obligation.

$9,600 annually for 32 additional parking spaces and 1/2 of
all impact fee shall be credited against lessee's percentage rent
obligation.

Tenant making improvement with 6-month rent & parking fee
abatement from June 1 to December 1, 1997.

One Washington Avenue will contribute $35,200 to demolish
bandshell at South Pointe Park.

Contingent upon immediate payment of all money due from
South Pointe Seafood House Restaurant and approval by the
bankruptcy court.

Source: Addendum to Lease

Smith & Wollensky, Miami Beach, Florida
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Executive Summary

CONCESSION AGREEMENT ABSTRACT - APRIL 14, 2009

Owner

Concessionaire

Site Size (SF)

Commence Date

Expiration Date (Base Term)

City of Miami Beach

One Washington Avenue Corp. (d/b/a Smith & Wollensky)
581

October 1, 2009

November 6, 2025

Term (Base) 193 Months
Remaining Term (Base) 59 Months
Contract Rental Rate $/SF/Yr. Total $/Yr.
Base Term - Minimum Guarantee Fee $137.69 $80,000
Year 5 $172.12 $100,000
|  Year10 $206.54 $120,000 |
Year 15 $213.43 $124,000

Use

Percentage of Gross Receipts
Owner Expenses
Concessionaire Expenses

Food and beverage service to be dispensed by Smith &
Wollensky; and, alcoholic beverages only for consumption
within the concession area

10% of gross receipts in excess of the minimum gross fee.
None

All - Improvements, maintenance, repair & operation including
the 25-feet of adjacent area.

Source: Concession Agreement

Smith & Wollensky, Miami Beach, Florida . C BR E



Table of Contents

Table of Contents

00T 1 1ol {1 o OSSO i
Subject PRotographs. ...t a e e e e e e e e e annee ii
EXECULIVE SUMIMIGIY ..ottt e e e e e e e vi
Table Of CoONTENTS......coiiiiiiiiiiee e ea e xiii
SCOPE OF WOIK...c.iiieiiiii ittt e e et e e e e e snb s a e e e e e e sbbea e e e e e e e nainees 1
ATEA ANGIYSIS ..ottt e e e e e e e e e eaaaaarae s 5
Neighborhood ANGIYSIS .............uviiiiiiiiiiiiiiie e e e e e e e e e e e s e e 15
SItE ANGIYSIS ...ceeiiiiiiiiiiiii et e e e e e e e e e e e e e e eaaaees 23
IMProvements ANQIYSIS.........cccouiiiii e 28
L O NG o7 e TP o T s et R 11 e T e i e - (51 1< G 33
Tax and AssessmMent DOtO ..........ooiiiiiiiiiiiiiiie e e e e e e e e ae e e e e e e e 35
MArket ANGIYSIS .......ouiiiiiiiiieiiiiie et e e e e e e e e e e e 36
Highest and Best USe .........oooiiiiiiiiiiiiccc et a e 63
Income Capitalization Approach....... ..o 64
Assumptions and Limiting Conditions ............ccoiiiiiiiiiiiiiiiieee e 71
ADDENDA

A Rent Comparable Data Sheets

Client Contract Information

O ®

Qualifications

xiii
Smith & Wollensky, Miami Beach, Florida C BR E



Scope of Work

Scope of Work

This Appraisal Report is intended to comply with the reporting requirements set forth under
Standards Rule 2 of USPAP. The scope of the assignment relates to the extent and manner in

which research is conducted, data is gathered, and analysis is applied.

INTENDED USE OF REPORT

This appraisal is to be used for market rent study and no other use is permitted.

CLIENT
The client is City of Miami Beach.

INTENDED USER OF REPORT

This appraisal is to be used by City of Miami Beach. No other user(s) may rely on our report

unless as specifically indicated in this report.

Intended Users - the intended user is the person (or entity) who the appraiser intends
will use the results of the appraisal. The client may provide the appraiser with
information about other potential users of the appraisal, but the appraiser ultimately
determines who the appropriate users are given the appraisal problem to be solved.
Identifying the intended users is necessary so that the appraiser can report the
opinions and conclusions developed in the appraisal in a manner that is clear and
understandable to the intended users. Parties who receive or might receive a copy of
the appraisal are not necessarily intended users. The appraiser’s responsibility is to
the intended users identified in the report, not to all readers of the appraisal report. *

PURPOSE OF THE APPRAISAL

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

DEFINITION OF MARKET RENT
Market rent is defined in the 14th Addition of The Appraisal of Real Estate as the most probable

rent that a property should bring in a competitive and open market reflecting all conditions and
restrictions of the lease agreement, including permitted uses, use restrictions, expense obligations,

term, concessions, renewal and purchase options, and tenant improvements (Tls). *

DEFINITION OF VALUE

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

financial institutions in the U.S. (and used herein) is as follows:

3 Appraisal Institute, The Appraisal of Real Estate, 14th ed. (Chicago: Appraisal Institute, 2013), 50.

e Appraisal Institute, The Appraisal of Real Estate, 14th ed. (Chicago: Appraisal Institute, 2013), 50.

Smith & Wollensky, Miami Beach, Florida ] c BRE



Scope of Work

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

to buyer under conditions whereby:

1. buyer and seller are typically motivated;

both parties are well informed or well advised, and acting in what they consider their own

best interests;

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

payment is made in terms of cash in U.S. dollars or in terms of financial arrangements

comparable thereto; and

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

& @

INTEREST APPRAISED

The value estimated represents the Fee Simple Estate as defined below:

Fee Simple Estate - 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. ¢

Leased Fee Interest - The ownership interest held by the lessor, which includes the right
to receive the contract rent specified in the lease plus the reversionary right when the
lease expires. ’

Leasehold Interest - The tenant’s possessory interest created by a lease. ®

Going Concern — An established and operating business having an indefinite future
life. *

Extent to Which the Property is Identified
The property is identified through the following sources:
e postal address

e assessor’s records
o legal description

Extent to Which the Property is Inspected

The extent of the inspection included the following: full interior, exterior and surrounding

environs.

- Interagency Appraisal and Evaluation Guidelines; December 10, 2010, Federal Register, Volume 75 Number 237,
Page 77472.

g Appraisal Institute, The Dictionary of Real Estate Appraisal,6™ ed. (Chicago: Appraisal Institute, 2015), 90.
i Dictionary of Real Estate Appraisal, 128.
8 Dictionary of Real Estate Appraisal, 128.

& Dictionary of Real Estate Appraisal, 102.

2
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Scope of Work

Type and Extent of the Data Researched
CBRE reviewed the following:

applicable tax data

zoning requirements

flood zone status

demographics

income and expense data
comparable rental & listing data

Type and Extent of Analysis Applied

CBRE, Inc. analyzed the data gathered through the use of appropriate and accepted appraisal
methodology to arrive at a probable value indication via each applicable approach to value. The

steps required to complete each approach are discussed in the methodology section.

Data Resources Utilized in the Analysis

DATA SOURCES
ltem: Source(s):
Site Data
Size Legal description and boundary survey
improved Data
Building Area As Built boundary survey and public records
No. Bldgs. As Built survey
Parking Spaces Contract lease agreement, assignments & amendments
Year Built/Developed Public records
Economic Data
Deferred Maintenance: Not applicable
Building Costs: Not applicable
Income Data: Contract lease agreement, tenant sales reports & market data
Expense Data: Contract lease agreement, tenant sales reports & market data

Compiled by CBRE

APPRAISAL METHODOLOGY

In appraisal practice, an approach to value is included or omitted based on its applicability to the
property type being valued and the quality and quantity of information available.

Cost Approach

The cost approach is based on the proposition that the informed purchaser would pay no more
for the subject than the cost to produce a substitute property with equivalent utility. This approach
is particularly applicable when the property being appraised involves relatively new improvements
that represent the highest and best use of the land, or when it is improved with relatively unique

or specialized improvements for which there exist few sales or leases of comparable properties.

Sales Comparison Approach

The sales comparison approach utilizes sales of comparable properties, adjusted for differences,

to indicate a value for the subject. Valuation is typically accomplished using physical units of

3
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Scope of Work

comparison such as price per square foot, price per unit, price per floor, efc., or economic units
of comparison such as gross rent multiplier. Adjustments are applied to the physical units of
comparison derived from the comparable sale. The unit of comparison chosen for the subject is
then used to yield a total value. Economic units of comparison are not adjusted, but rather
analyzed as to relevant differences, with the final estimate derived based on the general

comparisons.

Income Capitalization Approach

The income capitalization approach reflects the subject’s income-producing capabilities. This
approach is based on the assumption that value is created by the expectation of benefits to be
derived in the future. Specifically estimated is the amount an investor would be willing to pay to
receive an income stream plus reversion value from a property over a period of time. The two
common valuation techniques associated with the income capitalization approach are direct

capitalization and the discounted cash flow (DCF) analysis.

Methodology Applicable to the Subject

In studying the market for the effective market rent of the subject, we have presented
macroeconomic and a microeconomic data and employed a comparable rent survey via the
income approach in order to determine a competitive market rent, percentage rent, and market

oriented lease terms & conditions.
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The subject is located in Miami-Dade County. Key information about the area is provided in the

following tables.

POPULATION

The area has a population of 2,759,670 and a
median age of 39, with the largest population
group in the 30-39 age range and the smallest
population in 80+ age range.

Population has increased by 263,235 since
2010, reflecting an annual increase of 1.0%.
Population is projected to increase by an
additional 134,628 by 2025, reflecting 1.0%

annual population growth.

Smith & Wollensky, Miami Beach, Florida
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INCOME
The area features an average household MEDIAN INCOME BY YEAR
income of $80,823 and a median household $70,000
income of $53,726. Over the next five years, po 70
median household income is expected to 222233
increase by 7.9%, or $852 per annum. 520,000

$10,000

$0

source: Es 2020 2025
EDUCATION
A total of 30.8% of individuals over the age of PSR GIS BP ke

24 have a college degree, with 19.2% holding
a bachelor's degree and 11.6% holding a
graduate degree.

m Bachelor's Degree

w Graduate Degree

<

= Other

Sour 5

EMPLOYMENT

Health Care/Social Assistance

Retail Trade

Construction

Accommodation/Food Services

Transportation/Warehousing

Prof/Scientific/Tech Services

Educational Services

Other Services (excl Publ Adm)

Admin/Support/Waste Mgmt Srvcs

Manufacturing
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The area includes a total of 1,310,569 employees and has a 7.3% unemployment rate. The
top three industries within the area are Health Care/Social Assistance, Retail Trade and
Construction, which represent a combined total of 32% of the population.
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Exhibit A Area Analysis

MIAMI-DADE COUNTY LABOR MARKET
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MIAMI-FORT LAUDERDALE-WEST PALM BEACH MSA EMPLOYMENT
Miami Area Employment - July 2020
Local Rate of Employment Loss Similar to the National Average

Total nonfarm employment for the Miami-Fort Lauderdale-West Palm Beach, FL Metropolitan
Statistical Area stood at 2,476,400 in July 2020, down 202,500 over the year, the U.S. Bureau of
Labor Statistics reported today. Miomi’s rate of job loss, at 7.6 percent, was similar to the
national decline of 7.7 percent. (See chart 1 and table 1.) Regional Commissioner Janet S.
Rankin noted that Miami’s over-the-year employment loss in July was greater than the 191,000
jobs lost in June. (The Technical Note at the end of this release contains metropolitan area
definitions. All data in this release are not seasonally adjusted; accordingly, over-the-year
analysis is used throughout.)

Chart 1. Total nonfarm employment, over-the-year net change in the Miami metropolitan
area and its divisions, July 2015-July 2020

Net change (in thousands)
200.0

100.0

0.0

mmmm West Palm Beach-Boca Raton-Delray Beach Metropolitan Division

-100.0
Fort Lauderdale-Pompano Beach-Deerfield Beach Metropolitan Division

-200.0

= Miami-Miami Beach-Kendall Metropoiitan Division
-300.0 —

= Miami-Fort Lauderdale-West Palm Beach Metropolitan Statistical Area
-400.0

Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan Jut

2015 2016 2016 2017 2017 2018 2018 2019 2019 2020 2020
Source: U.S. Bureau of Labor Statistics.

The Miami area is made up of three metropolitan divisions—separately identifiable employment
centers within the larger metropolitan area. All three divisions lost jobs over the year. Miami-
Miami Beach-Kendall, the largest of the three divisions with 45 percent of the area’s employment,
lost 75,900 jobs from July a year ago. The Fort Lauderdale-Pompano Beach-Deerfield Beach
Division, which accounted for 32 percent of Miami area’s workforce, lost 69,300 jobs, while the

West Palm Beach-Boca Raton-Delray Beach Division lost 57,300 jobs over the 12-month period.

8
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Industry employment

Employment in Miami’s leisure and hospitality supersector fell sharply (-85,200) for the 12
months ending in July, the largest loss of jobs among local major industry sectors. In percentage
terms, the leisure and hospitality supersector declined 26.1 percent in Miami; nationwide, the rate

of job loss was 24.2 percent. (See chart 2.)

Chart 2. Total nonfarm and selected industry supersector employment, over-the-year percent change, United States and the Miami
metropolitan area, July 2020

Percent change
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Source: U.S Bureau of Labor Statistics.

The trade, transportation, and utilities sector in the Miami area lost 32,600 jobs, a 5.3-percent
decline over the year. Over half of the jobs lost in this sector were in the Miami metropolitan
division (-17,800). Nationally, employment in trade, transportation, and utilities was down 5.7

percent over the year.

Two other supersectors in the Miami area lost over 25,000 jobs since last July. The professional
and business services supersector in the local area lost 31,300 jobs, down 6.9 percent;
nationwide, employment in professional and business services was down 6.7 percent. Miami's
education and health services industry lost 25,900 jobs over the year, down 6.4 percent;

nationwide, employment in this supersector was down 5.1 percent.

Five other local area supersectors had job losses greater than 1,000, ranging from 9,900 in

other services to 2,900 in construction.
Twelve largest metropolitan areas

Miami-Fort Lauderdale-West Palm Beach was 1 of the nation’s 12 largest metropolitan statistical
areas in July 2020. All 12 areas had over-the-year job losses during the period, with the rates of
job losses in 6 areas exceeding the national decrease of 7.7 percent. New York-Newark-Jersey
City had the fastest rate of job loss (-13.6 percent), followed by Boston-Cambridge-Nashua (-
12.1 percent). Phoenix-Mesa-Scottsdale (-3.5 percent) had the slowest rate of job loss. (See chart
3 and table 2.)
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Chart 3. Total nonfarm employment, over-the-year percent change, United States and 12 largest metropolitan areas, July 2020

Percent change
0.0

-2.0

-4.0

40 -35

60 -48

-6.0

-8.0

77 -76 73
8 36

-10.0

-10.2

-12.0

-11.2

-121

-13.6

-16.0 -

United Atlanta  Boston Chicago Dallas Housion Los Miami New Philadelphia Phoenix San  Washington
States Angeles York Francisco

Source: U.S. Bureau of Labor Statistics.

New York lost the largest number of jobs over the year (-1,354,700), followed by Los Angeles-
Long Beach-Anaheim (-628,000). The smallest employment loss occurred in Phoenix (-74,000).
Annual losses in the remaining nine metropolitan areas ranged from 396,000 in Chicago-

Naperville-Elgin to 135,000 in Atlanta-Sandy Springs-Roswell.

Over the year, leisure and hospitality lost the most jobs in all 12 metropolitan areas. New York
had the largest loss of jobs for this sector (-439,800), followed by Los Angeles (-242,500).
Atlanta and Phoenix had the smallest job losses for the leisure and hospitality sector (-48,300
each). The remaining eight areas had job losses ranging from 138,000 in Chicago to 60,500 in
Houston-The Woodlands-Sugar Land for this industry sector.

Phoenix had over-the-year employment gains in three industry sectors: trade, transportation, and
utilities (5,900); education and health services (4,300); and other services (1,000). Dallas-Fort
Worth-Arlington added 10,700 jobs in financial activities. No other area had job gains over
1,000.

Coronavirus (COVID-19) Pandemic Impact on July 2020 Establishment Survey Data

BLS has continued to review all estimation and methodological procedures for the establishment
survey, which included the review of data, estimation processes, the application of the birth-death
model, and seasonal adjustment. Business births and deaths cannot be adequately captured by
the establishment survey as they occur. Therefore, the Current Employment Statistics (CES)
program uses a model to account for the relatively stable net employment change generated by
business births and deaths. Due to the impact of COVID-19, the relationship between business
births and deaths is no longer stable. Typically, reports with zero employment are not included in
estimation. For the June final and July preliminary estimates, CES included a portion of these
reports in the estimates and made modifications to the birth-death model. In addition for both

months, the establishment survey included a portion of the reports that returned to reporting

Smith & Wollensky, Miami Beach, Florida 0 C BR E
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positive employment from reporting zero employment. For more information,
see www.bls.gov/web/empsit/cesbd.htm.

In the establishment survey, workers who are paid by their employer for all or any part of the pay
period including the 12th of the month are counted as employed, even if they were not actually at
their jobs. Workers who are temporarily or permanently absent from their jobs and are not being
paid are not counted as employed, even if they are continuing to receive benefits. The length of
the reference period does vary across the respondents in the establishment survey; one-third of
businesses have a weekly pay period, slightly over 40 percent a bi-weekly, about 20 percent

semi-monthly, and a small amount monthly.
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MIAMI-DADE COUNTY TOP PRIVATE EMPLOYERS

COMPANY

Baptist Health South Florida

University of Miami

American Airlines

Florida Power & Light

Company

Carnival Cruise Lines

Mount Sinai Medical Center

Miami Childrens Hospital

Royal Caribbean
International/Celebrity

Cruises

Bank of America Merrill Lynch

Wells Fargo

LATAM Airlines/Lan Cargo

AAR Corp.- Aircraft Services

N.C.L. Corporation

Federa! Express

Eulen America

Ryder Integrated Logistics

Miami Herald Publishing Co.

CitiBank

Fountainbleau Miami Beach

Source: The Beacon Council
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1,160
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1,106

635

1,000

1,987

INDUSTRY
Health Care
Education
Aviation

Utility

Hospitality and Tourism
Health Care
Health Care

Hospitality and Tourism

Banking and Finance
Banking and Finance
Aviation

Aviation

Hospitality and Tourism
Trade and Logistics
Professional Services
Trade and Logistics
Publishing

Banking and Finance
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MIAMI-DADE COUNTY TOP PUBLIC EMPLOYERS

COMPANY NO. OF EMPLOYEES INDUSTRY

Miami-Dade County Public 33,477 Education

Schools

Miami-Dade County 25,502 Local Government
Federal Government 19,200 National Government
Florida State Government 17,100 State Government
Jackson Health System 9,797 Health Care
Florida international 3,534 Education
University

Miami Dade College 2,380 Education

City of Miami 3,997 Local Government
Homestead AFB 3,250 Military

Miami VA Healthcare System 2,500 Health Care

City of Miami Beach 1.971 Local Government
US. Southern Command 1,600 Military

City of Hialeah 1,578 Local Government
City of North Miami Beach 420 Local Government
City of Coral Gables 730 Local Government

3
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OPENING DAY

Growth in nonresidential construction jobs will also be robust because groundbreakings on major
projects have become routine in MIA. Phase one of the MiamiCentral train station, which will
eventually connect a new intercity train line with local transit options, debuted in May 2019. The
$2 billion Miami Worldcenter is fransforming 27 acres of parking lots into a vast collection of
residential, retail, office and hotel buildings. Over the next few years, the "tallest building in
Florida" distinction will pass among multiple skyscrapers in downtown Miami. And county
commissioners recently gave final approval to a $4 billion mega-mall that will be America's

largest shopping complex if it is completed as planned.

CONCLUSION

The economy in Miami-Dade County will continue to experience an increase in population, an
increase in household income, and an increase in household values. In addition, MIA's
international character and its high-skilled, bilingual workforce will help it exceed the U.S. in

income growth over the long term.

14
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LOCATION

The subject property is located along the south side of Inlet Boulevard and the north side of
Government Cut in the South of 5™ neighborhood on South Beach in the City of Miami Beach,
Miami-Dade County, Florida 33139. The City of Miami Beach is a barrier island approximately

one mile wide, ten miles long and extends in a north-south direction along the eastern seaboard
parallel to mainland Miami-Dade County between Biscayne Bay and the Atlantic Ocean. The
subject is located approximately 5 miles northeast of the Miami Central Business District (CBD).

BOUNDARIES

The subject property is located in the “South Beach” area of Miami Beach, which is bounded by
Arthur Godfrey Road to the north, Biscayne Bay to the west, the Atlantic Ocean to the east and
Government Cut to the south. The neighborhood boundaries may be generally described as

follows:
North: Arthur Godfrey Road
South: Atlantic Ocean/Government Cut
East: Atlantic Ocean/beach
West: Biscayne Bay

Smith & Wollensky, Miami Beach, Florida " C BR E
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LAND USE

Land uses within the subject neighborhood consist of a wide variety of commercial and residential
developments. Residential uses are largely concentrated west of Washington Avenue, with retail
and office uses clustered along the Alton Road, 5th Street and Dade Boulevard/Venetian
Causeway corridors, as well as the pedestrian-only areas of Lincoln Road Mall. Hotels,
condominiums, restaurants and retail are primarily concentrated along Collins Avenue and
Ocean Drive with additional retail uses, nightclubs and restaurants on Washington Avenue.
Residential uses in the neighborhood are primarily multifamily in design, with smaller buildings
housing from eight to 80 units in one- to eight-story buildings. The exception to this situation is
found along the Atlantic Ocean/beach and Biscayne Bay shorelines, where several large-scale

multifamily residential projects are located, including rental apartments and condominiums.

Land uses in the immediate vicinity of the subject include high density, residential condominium
towers including the Murano Grande at Portofino (2003), Icon South Beach (2005), The Yacht
Club (1999) and Murano Portofino (2002), which line the west side of Alton Road and front
Biscayne Bay. Across the street from the subject property on the east side of Alton Road is the
South Pointe Elementary School, several blocks of low-to-mid-rise residential apartment,
condominium and hotel properties than Ocean Drive and the Atlantic Ocean front with beach

front resort hotels.

The subject location is also identified as the South of Fifth submarket (a.k.a. SoFi) and is an
affluent neighborhood in South Beach that spans from South Pointe Park north to fifth street and

east-west from Biscayne Bay to the Atlantic Ocean.

Several notable features of the neighborhood include the South Pointe Park, a 17-acre park and
bay front promenade that features a play area, open green space and walkways for outdoor
exercising and direct access to the beach. There are also several well-known restaurants

including the historic Smith & Wollensky, Joe’s Stone Crab, Prime 112, Prime lalian and Milos.

The South of Fifth residential condominium tower is well known for luxury with Glass, Portofino
Tower, Apogee South Beach, Icon, Murano Grande, Murano at Portofino, Continuum Towers,
Ocean House, South Pointe Tower and the Yacht Club at Portofino.

The Miami Beach market north of 5™ Street is anchored by the Lincoln Road Mall. The Lincoln
Road pedestrian mall runs east-west from Collins Avenue to Alton Road between 16th and 17th

Streets with storefronts on Lincoln Road and to a lesser extent along the side streets.

Smith & Wollensky, Miami Beach, Florida 16 C BR E
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Since the capital improvement project in 1996, Lincoln Road has experienced substantial changes
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Park

in tenant mix, including more restaurants and sidewalk cafes, and a shift to traditional retail
shopping. At the west end of the mall, Regal Cinema opened an 18-screen stadium style movie
theater in 1999. This development was strongly supported by the local municipality and has
proved vital in attracting national retailers, such as Banana Republic, Pottery Barn, Williams—
Sonoma, Bebe, Swatch, Victoria’s Secret’s, Ann Taylor Loft, Sunglass Hut, Anthropologie, Books &
Books, Chicos, Foot Locker, |. Strada, Morgan Miller, Payless ShoeSource, Quicksilver, White
House/Black Market and Express to the pedestrian promenade. The addition of the Regal
Cinemas solidified the Lincoln Road redevelopment and began to make it very attractive to the
national retailers and high-end restaurateurs. While Lincoln Road is in and of itself a destination
location, the cinemas also serve to attract year-round Miami-Dade residents to Lincoln Road. The

Regal Cinemas is one of the most heavily patronized cinemas in South Florida.

Anchoring the east end of Lincoln Road Mall was the former New World Symphony which was
Established in
1987 under the artistic direction of Michael Tilson Thomas, the New World Symphony provides

housed within the subject property, also known as the Lincoln Theatre building.

an instructional program to prepare graduates of distinguished music programs for leadership
positions in orchestras and ensembles around the world. The New World Symphony recently
relocated to 500 17th Street, just north of the subject’s Lincoln Theatre location into a Frank

Gehry designed concert hall and a 7,000 square foot projection wall on which concerts, video art

v CBRE
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and films are shown free-of-charge to audiences in Soundscape, a 2.5-acre public park,

designed by Dutch architectural firm West 8.

Other primary influences in close proximity to the subject also include the Miami Beach
Convention Center which provides about one million square feet of exhibition space and meeting
hall facilities and is rated as one of the top convention centers in the United States; the Jackie
Gleason Theater of the Perfuming Arts at the intersection of Washington Avenue and 17" Street;
Alton Road, a commercially oriented, north-south primary arterial street; and the aforementioned
Lincoln Road Pedestrian Mall which provides retail shops, restaurants, cafés and a movie theater

complex located at Lincoln Road and Alton Road, just southwest of the subject property.

To the east is Ocean Drive, which runs parallel to the Atlantic Ocean and South Beach and is one
of the area’s premier atftractions. The pristine beaches and warm waters of the Atlantic Ocean
are to the east side of Ocean Drive, while a host of al fresco dining establishments and some of
Florida’s most luxurious, high-end hotels such as the Ritz-Carlton, The Delano, The Setai, The
Shore Club and The Tides.

ACCESS

Overall, access to and throughout the subject neighborhood is considered good. The major east-
west thoroughfares providing direct access to the subject area from the Miami mainland include
the Venetian Causeway that becomes 17" Street, located immediately north of the subject; 5th
Street/MacArthur Causeway (US Highway No. 41/State Road AlA), located roughly two miles
south of the subject property; and Arthur Godfrey/Julia Tuttle Causeway (I-195 located
approximately two miles north of the subject property. The Miami Tunnel opened in 2074 to
alleviate congestion from PortMiami along the MacArthur Causeway. These arteries connect
South Beach to mainland Miami to the west, as well as intersect with the primary north-south

arteries of Alton Road, Collins Avenue, Washington Avenue and Ocean Drive.

Interstate 95 is the major north-south expressway providing direct access to Miami-Dade County,
as well as points north along the eastern seaboard. Biscayne Boulevard (U.S. Highway No. 1) is a
well-traveled artery providing north-south access from S.E. 3rd street in downtown Miami to the
Broward County line to the north. Direct access to the subject property is provided via Lenox
Avenue which acts as the subject’s western boundary line and is a two-way, two-lane, north-south
city street. The immediate subject area has average access via the local artery/highway network,

and good access to the area business and commercial community.

In addition to the existing access points, there is a proposal to connect Miami Beach with
downtown Miami via a monorail line. The elevated monorail would include three (3) stations and
run along the south side of the MacArthur Causeway. One station would be built on the Miami
side of the line and close to where the causeway begins, while the other two stations would be on
Miami Beach near the end of the causeway, and the other at the intersection of Washington
Avenue and 5th Street.
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DEMOGRAPHICS
Selected neighborhood demographics in 1-, 3- and 5-mile radius from the subject are shown in

the following table:

SELECTED NEIGHBORHOOD DEMOGRAPHICS

1 Washington Avenue 1 Mile 3 Mile 5 Mile 33139 - Miami Florida Miami-Dade
Miomi Beach, FL 33139 Radius Radius Radius Beach County
Population
2025 Total Population 13,987 48,505 227,763 41,612 23,056,641 2,894,298
2020 Total Population 13,338 46,935 203,380 40,156 21,587,015 2,759,670
2010 Total Population 12,533 44,736 160,305 38,179 18,801,310 2,496,435
2000 Total Population 11,513 44,099 129,967 37,950 15,982,378 30,982
Annual Growth 2020 - 2025 0.95% 0.66% 2.29% 0.71% 1.33% 0.96%
Annual Growth 2010 - 2020 0.62% 0.48% 2.41% 0.51% 1.39% 1.01%
Annual Growth 2000 - 2010 0.85% 0.14% 2.12% 0.06% 1.64% N/A
Households
2025 Total Households 8,200 28,133 116,300 24,766 8,989,496 995,690
2020 Total Households 7,850 27,369 103,966 24,030 8,438,100 951,252
2010 Total Households 7,546 26,510 81,510 23,221 7,420,802 867,352
2000 Total Households 6,911 26,060 63,406 23,125 6,337,929 776,774
Annual Growth 2020 - 2025 0.88% 0.55% 2.27% 0.61% 1.27% 0.92%
Annual Growth 2010 - 2020 0.40% 0.32% 2.46% 0.34% 1.29% 0.93%
Annual Growth 2000 - 2010 0.88% 0.17% 2.54% 0.04% 1.59% 1.11%
Income
2020 Median Household Income $49,850 $59,098 $60,615 $58,146 $56,362 $53,726
2020 Average Household Income $98,530 $99,485 $97,500 $98,025 $81,549 $80,823
2020 Per Capita Income $58,245 $58,152 $50,300 $58,754 $31,970 $27,939
2020 Pop 25+ College Graduates 5,903 21,756 82,867 18,600 4,839,094 604,612
Age 25+ Percent College Graduates - 2020 51.6% 55.0% 52.4% 54.5% 31.0% 30.8%
Source: ESRI
CONCLUSION

The neighborhood is expected to have growth in population and households through high
density, in-fill redevelopment opportunities and reflects a middle-to-upper-middle-income
demographic profile. The outlook for the neighborhood is for favorable performance over the
foreseeable future. Many neighborhood improvements are new and in good-to-excellent
condition. Access to the neighborhood is good and utility services are adequate. Supporting
commercial uses are good and surrounding land uses are compatible. Overall, it is our opinion
that the subject neighborhood will continue to remain a very desirable area, with continued
potential for appreciation. In addition, the Miami Beach submarket is a destination resort
community and international “hot spot” that continues to flourish over the long term despite

adverse macro-economic cycles.
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SURVEY EXHIBIT — RESTAURANT SITE

ot
PLCT PSP o e e e 041

VAROTY ‘AINNOT 30T IWVIN HOVID IAVIN JO ALD

o
o
wat

=

- ANSNITIOM ¥ HLIWS
AZAHNS JIHIVHODOJOL ® AHYANNOY

3NNIAY NOLONIHSYM |

SYAGVIN ¥ SHOATAUNS SUTANIONG ONLLTNSNOD

ONI ‘STTEN G ‘AAVIT ‘NIL¥O]

O ST YT M

wos e san
A
om0

08 g T 0 f

ST RLVHE ROV F 1

ey ey,
ORI 1143 Sk "o
fres
Tarvosyioway
PSRy
OIS
50 11
o
i
i
LRTTERN
ML) o1
saeyon ez
PRt
=
F1va5 0L 10N
HOLINS NOILYOOT

an3DaY

(o v
ESTErery

INARFONINNOD
0 1ntoy

CBRE

20

Smith & Wollensky, Miami Beach, Florida

¢ 202! CBRE, Inc



CBRE, Inc

Site Analysis

SURVEY EXHIBIT - CONCESSION AREA

ke

Hridl|
il

DL LA onees PO LA e W3 00N 001

SEAAVK ¥ SEOATAUNS ‘SAIINIDNGE DNLLTENOD
ONL ‘ST S 'AAVET ‘NILYO ]

YOUUTS AINNUD JQVT IANVIN HOVIE IWVIW 30 ALD
ANNIAY NOLONIHSVA L -

¥3dv NOISSaONOD 3aHL

ANSNTTIOM 3 HLINS

POINT OF
COMMENGEMENT

e

E]
e

-

SEE DETAL "A®

THE CONCESSION AREA

ecEAD

IMAGE I8

CHATHIC SCAIT

Smith & Wollensky, Miami Beach, Florida

21

CBRE



+ 2021 CBRE, Inc

Exhibit A

Site Analysis
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Site Analysis

Site Analysis

The following chart summarizes the salient characteristics of the subject site.

SITE SUMMARY AND ANALYSIS

Physical Description

Gross Site Area - Restaurant & Concession Area 0.56 Acres

Net Site Area - Restaurant

Primary Road Frontage

Secondary Road Frontage

Additional Frontage

Surplus Land Area - Concession Area
Zoning District

Flood Map Panel No. & Date

Flood Zone
Adjacent Land Uses

Comparative Analysis
Visibility

Functional Utility
Traffic Volume
Adequacy of Utilities
Landscaping
Drainage

Utilities
Water
Sewer
Natural Gas
Electricity

Telephone
Mass Transit

Other
Detrimental Easements
Encroachments
Deed Restrictions
Reciprocal Parking Rights

0.55 Acres

Washington Avenue/Inlet Boulevard
South Pointe Park

Government Cut - Biscayne Bay
0.01 Acres

GU, Government Use District
12086C0319L

Zone AE

24,591 Sq. Ft.
24,010 Sq. Ft.
172 Feet

172 Feet

172 Feet

581 Sq. Ft.

11-Sep-09

South Pointe Park, deepwater inlet, luxury mid-to-high-

rise residential condominium towers

Rating

Setback from Washington Avenue and excellent from

Government Cut
Good

Neighborhood, commuter & heavy seasonal traffic

Good
Good
Assumed adequate
Provider
City of Miami Beach
City of Miami Beach
Contract service
FPL

AT&T land lines
Miami-Dade Transit (MDT) Metrobus service & Miami
Beach Trolley

Yes No

See Comments

Yes
Yes
Yes
Yes
Yes

Yes

>

Various sources compiled by CBRE

SITE AREA

The subject site is reported to be 0.55-acres plus a 0.01-acre concession area within a 16.5-acre

public park. The original contract lease & addendum agreements report a site area of 16,000-

SF, while a more recent boundary survey, dated October 6, 2020, represents a site area of
24,010-SF plus 581-SF for the concession area.

Smith & Wollensky, Miami Beach, Florida
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INGRESS/EGRESS

Ingress and egress is available to the site via Washington Avenue to Inlet Boulevard and the

South Pointe Park surface parking lot drive.

Street improvements include asphalt pavement, concrete sidewalks & gutters, stormwater

drainage, and street lighting.

Government Cut improvements include a public bay walk/linear park, concrete, pavers and large

stone boulders on bank.

RECIPROCAL PARKING
The subject site is supported by the South Pointe Park municipal, metered parking lot, of which

105-spaces are allocated to the subject property plus an additional 32 spaces subject to a

parking impact fee.

EASEMENTS AND ENCROACHMENTS

The Boy walk is a system of public pedestrian pathways along the Biscayne Bay shoreline that
spans from 5th Street to Lincoln Road, linking residential and commercial areas, public street-end
parks and other existing pedestrian and bicycle facilities including beach walk. The Bay walk
system is part of the larger Atlantic Greenway Network as well as a component of the Blueways

Master Plan and the Bicycle Pedestrian Master Plan.

There are no other known easements or encroachments impacting the site that are considered to
affect the marketability or highest and best use. It is recommended that the client/reader obtain
a current title policy outlining all easements and encroachments on the property, if any, prior to

making a business decision.

COVENANTS, CONDITIONS AND RESTRICTIONS

There are no other known covenants, conditions or restrictions impacting the site that are
considered to affect the marketability or highest and best use. It is recommended that the
client/reader obtain a copy of the current covenants, conditions and restrictions, if any, prior to

making a business decision.

ENVIRONMENTAL ISSUES
According to the Environmental Assessment prepared by EMG, dated May 17, 2017, there was

no evidence of recognized environmental conditions (RECs), historical recognized environmental
conditions (HRECs), controlled recognized environmental conditions (CRECs), significant data
gaps or significant business environmental risks in connection with the property. However, the
assessment did reveal evidence of a Historical Recognized Environmental Condition and a
potential Business Environmental Risk in connection with the subject property and the entire report

should be referenced and considered in its entirety.

Smith & Wollensky, Miami Beach, Florida # C BR E
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Site Analysis

The existence of hazardous materials or underground storage tanks may affect the value of the
property. For this appraisal, CBRE, Inc. has specifically assumed that the property is not affected

by any hazardous materials that may be present on or near the property.

ADJACENT PROPERTIES

The adjacent land uses are summarized as follows:

North: South Pointe Park, Inlet Boulevard, and the Portofino and Continnum
residential condominium communities

South: Government Cut and Fisher Island

East: South Pointe Park and Atlantic Ocean

West: South Pointe Park, the Apogee residential condominium, the Miami Beach

Marina and Biscayne Bay

The adjacent properties are reflective of a high quality residential and recreational lifestyle.
CONCLUSION

The site is strategically located along Government Cut, a deep water, ocean access inlet that
connects Biscayne Bay to the Atlantic Ocean, as well as, being located within the affluent, South

of 5™, high density residential community in South Beach.

25
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Improvements Analysis

BUILDING EXHIBIT
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Improvements Analysis

Improvements Analysis

The following chart shows a summary of the improvements.

IMPROVEMENTS SUMMARY AND ANALYSIS

Property Type Retail {Restaurant)
Number of Buildings 1
Number of Stories 2
Gross Leasable Area 20,851 SF
Seating Capacity - indoor 268 Seats
Seating Capacity - Outdoor Patio & Deck 154 Seats
Seating Capacity - Concession Area - Outdoor 36 Seats
Seating Capacity - Total Indoor/Outdoor 458 Seats
Floor Area Ratio (FAR) 0.87
Land-to-Building Ratio 1.15:1
Parking Improvements Surface
Parking Spaces: 105
Parking Ratio (per 1,000 SF GLA ) 5.04

Seating Standing
Component Location Capacity Capacity
Indoor Seating 1st & 2nd Floors 268 350
Outdoor Patio 1st Floor 54 54
Outdoor Patio Deck 2nd Floor 100 150
Concession Area Ground Level 36 36
Total 458 590

Source: Various sources compiled by CBRE

The subject is a 2-story, 20,851-square foot restaurant property constructed in 1987, renovated
in 1997 & 2017 and are situated on a 0.55-acre waterfront site. The subject is presently tenant
occupied by Smith & Wollensky with 268-indoor seats, 154-outdoor seats plus 36-outdoor seats

on 581-SF along the bay walk that is operated via a concession agreement.

The subject property is currently leased to the NY Restaurant Group who operates the Smith &
Wollensky restaurant as a successor to One Washington Avenue Corp. with 59-months
remaining on the last 10-year renewal option lease term. The original lease dates back to

February 1985 with an initial 20-year term plus two, 10-year renewal options that will expire on
November 6, 2025.

According to interviews with the general manager, several capital improvements have been
completed in the past 1-t0-3 years including a new copper seam roof, roof mounted HVAC
system, grease traps and added underground tanks. In addition, in January 2017, the
tenant/operator completed an extensive renovation, including upgraded and modernized dining
and private event spaces, an expanded indoor bar and lounge and a new Overlook Deck, i.e. an
uncovered 2™ story terrace that features unobstructed views of South Pointe Park, Government

Cut, Biscayne Bay , Fisher Island and the Atlantic Ocean plus a full bar, lounge and table seating.
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Improvements Analysis

The first floor main bar has been improved with marble-top bar with new barstools, dining chairs
and other furnishings including new textures and colors, floors, wall coverings and lighting have
been refinished and upgraded.

ECONOMIC AGE AND LIFE

CBRE, Inc.’s estimate of the subject improvements effective age and remaining economic life is
depicted in the following chart:

ECONOMIC AGE AND LIFE

Actual Age 33 Years
Effective Age 20 Years
MVS Expected Life 40 Years
Remaining Economic Life 20 Years
Accrued Physical Incurable Depreciation 50.0%

Compiled by CBRE

The remaining economic life is based upon our on-site observations and a comparative analysis
of typical life expectancies as published by Marshall and Swift, LLC, in the Marshall Valuation
Service cost guide. While CBRE, Inc. did not observe anything to suggest a different economic

life, a capital improvement program could extend the life expectancy.

CONCLUSION

The improvements are in good overall condition. Overall, there are no known factors that

adversely impact the marketability of the improvements.
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RENOVATION FILE PHOTOGRAPHS
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CONCESSION AREA EXHIBIT
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Improvements Analysis

CONCESSION AREA EXHIBIT
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Loning

Zoning

The following chart summarizes the subject’s zoning requirements.

ZONING SUMMARY

Current Zoning
Intent & Purpose

Uses Permitted

Private Uses

Accessory Uses

Development Regulations

GU, Government Use District

Any land or air rights owned by or leased to the city or other governmental agency for no less than an initial
term of 20 years shall automatically convert to a GU government use district.

The main permitted uses in the GU government use district are government buildings and uses, including but
not limited to parking lots and garages; parks and associated parking; schools; performing arts and cultural
facilities; monuments and memorials. Any use not listed above shall only be approved after the city
commission holds a public hearing. See subsection 142-425(e) for public notice requirements.

Private or joint government/private uses in the GU government use district, including air rights, shall be
reviewed by the planning board prior to approval by the city commission. See subsection 142-425(e) for
public notice requirements.

Accessory uses in the GU government use district are as required in section 142-903.

{a) The development regulations (setbacks, floor area ratio, signs, parking, etc.} in the GU government use
district shall be the average of the requirements contained in the surrounding zoning districts as determined
by the planning and zoning director, which shail be approved by the city commission.

Upon the sale of GU property, the zoning district classification shall be determined, after public hearing
with notice pursuant to Florida Statutes, by the city commission in @ manner consistent with the
comprehensive plan. Upon the (b) expiration of a lease to the city or other government agency, the district
shall revert to the zoning district and its regulations in effect at the initiation of the lease.

(c) Setback regulations for parking lots and garages when they are the main permitted use are listed in
subsection 142-1132(n).

(d) Following a public hearing, the development regulations required by these land development
regulations, except for the historic preservation and design review processes, may be waived by a five-
sevenths vote of the city commission for developments pertaining to governmental owned or leased
buildings, uses and sites which are wholly used by, open and accessible to the general public, or used by not-
for-profit, educational, or cultural organizations, or for convention center hotels, or convention center hotel
accessory garages, or city utilized parking lots, provided they are continually used for such purposes.
Notwithstanding the above, no GU property may be used in a manner inconsistent with the comprehensive
plan. In all cases involving the use of GU property by the private sector, or joint government/private use,
development shall conform to all development regulations in addition to all applicable sections contained in
these land development regulations and shall be reviewed by the planning board prior to approval by the
city commission. All such private or joint government/private uses are allowed to apply for any permittee
variances and shall not be eligible to waive any regulations as described in this paragraph. However, not-for-
profit, educational, or cultural organizations as forth herein, shall be eligible for a city commission waiver of
development regulations as described in this paragraph, except for the historic preservation and design
review processes. Additionaily, private uses on the GU lots fronting Collins Avenue between 79th and 87th
Streets approved by the city commission for a period of less than ten years shall be eligible for a city
commission waiver of the development regulations as described in this paragraph, for temporary structures
only. Such waivers applicable to GU lots fronting Collins Avenue between 79th and 87th Streets may
include, but not be limited to, the design review process, provided the city commission, as part of the waiver

(e) When a public hearing is required to waive development regulations before the city commission, the
public notice shall be advertised in a newspaper of general paid circulation in the city at least 15 days prior
to the hearing. Fifteen days prior to the public hearing date, both a description of the request and the time
and place of such hearing shall be posted on the property, and notice shall olso be given by mail to the
owners of land lying within 375 feet of the property. A five-sevenths vote of the city commission is required to
approve a waiver or use that is considered under this regulation.

Source: City of Miami Beach Planning & Zoning Dept.
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ANALYSIS AND CONCLUSION

The improvements represent a legally-conforming use and, if damaged, may be restored without
special permit application. Additional information may be obtained from the City of Miami

Beach Planning & Zoning Department. For purposes of this appraisal, CBRE has assumed the
information obtained is correct.

34
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Tax and Assessment Data

The following summarizes the local assessor’s estimate of the subject’s market value, assessed
value, and taxes, and does not include any furniture, fixtures or equipment. The CBRE estimated

tax obligation is also shown.

AD VALOREM TAX INFORMATION

Parcel Assessor's Parcel No. Parcel Description 2019 2020
1 02-4210-000-0040 37,023,848 37,031,395
Subtotal $37,023,848  $37,031,395
% of Assessed Value 100% 100%
Final Assessed Value 37,023,848 37,031,395
General Tax Rate {per $100 A.V)) 1.937850 1.935960
Total Taxes $717,467 §716,913
Less: 4% Early Pay Discount {$28,699) ($28,677)
Total Taxes Exempt Exempt

Source: Assessor's Office

The subject property is exempt from real estate property taxes based on municipal government
ownership. However, if the subject property were sold-off to a third-party the exemption would
be rescinded. In addition, under the current lease agreement, the land component remains
exempt while the third-party leasehold improvements could become taxable, unless a non-profit

or municipal government entity owned and operated the leasehold improvements.

According to the “just value” statute for all Counties within the State of Florida, the assessment for
taxation purposes, is supposed to reflect 100% of market value, less cost of sale, i.e. marketing &
real estate commissions, transaction & mortgage recording fees, etc., which typically equates to

65% to 85% of a recorded sale price and/or a market value estimate.

According to a representative of Miami-Dade County Revenue Collector, there are no delinquent

property taxes encumbering the subject.

35
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Market Analysis

The market analysis forms a basis for assessing market area boundaries, supply and demand
factors, and indications of financial feasibility. Primary data sources used for this analysis
includes CBRE, Inc., PriceWaterhouseCoopers (PWC), Market Research, Econometric Advisors (a

subsidiary of CBRE, Inc.), Costar Group, Inc., and Esri.

The subject is in the Miami Beach submarket and is considered a Class A, single tenant retail

restaurant property.

DEMOGRAPHIC ANALYSIS

Demand for retail properties is a direct function of demographic characteristics analyzed on the
following pages.

Housing, Population and Household Formation

The following table illustrates the population and household changes for the subject

neighborhood with primary focus on the 1-, 3- and 5-mile radius.

POPULATION AND HOUSEHOLD PROJECTIONS

1 Mile 3 Mile 5 Mile 33139 - Miami Florida Miami-Dade
Population Radius Radius Radius Beach County
2025 Total Population 13,987 48,505 227,763 41,612 23,056,641 2,894,298
2020 Total Population 13,338 46,935 203,380 40,156 21,587,015 2,759,670
2010 Total Population 12,533 44,736 160,305 38,179 18,801,310 2,496,435
2000 Total Population 11,513 44,099 129,967 37,950 15,982,378 2,253,362
Annual Growth 2020 - 2025 0.95% 0.66% 2.29% 0.71% 1.33% 0.96%
Annual Growth 2010 - 2020 0.62% 0.48% 2.41% 0.51% 1.39% 1.01%
Annual Growth 2000 - 2010 0.85% 0.14% 2.12% 0.06% 1.64% 1.03%
Households
2025 Total Households 8,200 28,133 116,300 24,766 8,989,496 995,690
2020 Total Households 7,850 27,369 103,966 24,030 8,438,100 951,252
2010 Total Households 7,546 26,510 81,510 23,221 7,420,802 867,352
2000 Total Households 6,911 26,060 63,406 23,125 6,337,929 776,774
Annual Growth 2020 - 2025 0.88% 0.55% 2.27% 0.61% 1.27% 0.92%
Annual Growth 2010 - 2020 0.40% 0.32% 2.46% 0.34% 1.29% 0.93%
Annual Growth 2000 - 2010 0.88% 0.17% 2.54% 0.04% 1.59% 1.11%
Source: ESRI

As shown, the subject’s neighborhood is experiencing positive increases in both population and
households based on high density, in-fill redevelopment projects. In addition, the subject

property draws from a broader national & international tourist demographic.

Income Distributions

Household income available for expenditure on consumer items is a primary factor in
determining the retail supply and demand levels in a given market area. In the case of this study,

a projection of household income identifies (in gross terms) the market from which the subject

3
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submarket draws. The following table illustrates estimated household income distribution for the

subject neighborhood.

HOUSEHOLD iNCOME DISTRIBUTION

1 Mile 3 Mile 5 Mile 33139 - Miami Florida Miami-Dade

Households by Income Distribution (2020) Radius Radius Radivs Beach County
<$15,000 19.12% 13.90% 14.62% 14.22% 10.63% 12.84%
$15,000 - $24,999 10.85% 9.70% 9.50% 9.60% 9.81% 11.35%
$25,000 - $34,999 9.29% 9.13% 8.36% 9.42% 9.76% 9.58%
$35,000 - $49,999 10.82% 10.75% 9.88% 10.80% 13.61% 12.57%
$50,000 - $74,999 11.18% 14.52% 14.92% 14.61% 18.33% 17.64%
$75,000 - $99,999 10.69% 10.88% 11.30% 10.72% 12.34% 11.29%
$100,000 - $149,999 9.75% 12.24% 12.90% 11.99% 13.76% 12.20%
$150,000 - $199,999 5.08% 7.06% 7.45% 7.24% 5.48% 5.83%
$200,000+ 13.21% 11.81% 11.07% 11.41% 6.27% 6.70%

Source: ESRI

The following table illustrates the median and average household income levels for the subject

neighborhood.
HOUSEHOLD INCOME LEVELS
1 Mile 3 Mile 5 Mile 33139 - Miami Florid Miami-Dade
\ Radius Radius Radius Beach 2ndd County
ncome
2020 Median Household Income $49,850  $59,098  $60,615 $58,146 $56,362 $53,726
2020 Average Household Income $98,530  $99,485  $97,500 $98,025 $81,549 $80,823
2020 Per Capita Income $58,245 $58,152 $50,300 $58,754 $31,970 $27,939
Source: ESRI

An analysis of the income data indicates that the submarket is generally comprised of middle and
upper-middle income economic cohort groups, which include the target groups to which the
subject is oriented. In addition, the subject property draws from a broader national &

international tourist demographic.

Employment

An employment breakdown typically indicates the working-class characteristics for a given market

area. The specific employment population within the indicated radii of the subject is as follows:

37
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EMPLOYMENT BY INDUSTRY

1 Mile 3 Mile 5 Mile 33139 - Miami Florida Miami-Dade

Occupation {2020) Radius Radius Radius Beach County
Agric/Forestry/Fishing/Hunting 0.00% 0.24% 0.21% 0.27% 0.90% 0.59%
Construction 4.21% 4.62% 6.56% 4.05% 8.59% 8.84%
Manufacturing 3.98% 2.99% 4.02% 3.29% 5.56% 4.96%
Wholesale Trade 2.00% 3.56% 3.93% 3.67% 2.74% 3.82%
Retaif Trade 7.58% 7.67% 8.73% 7.84% 1.71% 10.86%
Transportation/Warehousing 6.54% 6.05% 5.64% 6.15% 5.60% 8.56%
Information 3.18% 2.96% 2.57% 2.92% 1.70% 1.81%
Finance/Insurance 7.13% 5.18% 7.26% 5.09% 5.18% 4.86%
Prof/Scientific/Tech Services 11.82% 13.78% 13.51% 13.53% 8.04% 8.02%
Mgmt of Companies/Enterprises 0.25% 0.26% 0.17% 0.17% 0.14% 0.12%
Admin/Support/Waste Mgmt Srvcs 4.88% 3.92% 4.07% 3.77% 5.76% 5.70%
Educational Services 8.17% 7.05% 5.85% 6.89% 7.96% 7.51%
Health Care/Social Assistance 8.26% 9.61% 11.95% 9.90% 14.92% 14.00%
Arts/Entertainment/Recreation 3.53% 3.32% 2.79% 3.41% 2.59% 1.77%
Accommodation/Food Services 21.36% 22.27% 14.08% 22.44% 8.58% 8.59%
Other Services (excl Publ Adm) 4.88% 4.49% 6.11% 4.59% 5.52% 6.42%
Public Administration 2.24% 2.05% 2.57% 2.04% 4.53% 3.57%

Source: ESRI

The previous table illustrates the employment character of the submarket, indicating a
predominantly middle and upper-middle income employment profile, with the majority of the
population holding retail trade, financial/insurance, professional, health care, hospitality and

food service related jobs.

Outlook

Based on this analysis, the immediate area surrounding the subject is projected to experience
positive growth relative to households and population into the near future. Given the area
demographics, it appears that demand for both comparable surrounding area residential units
and the subject restaurant use will be favorable.
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2020 NATIONAL RESTAURANT MARKET ANALYSIS

According to the National Restaurant Association’s 2020 Restaurant Industry Forecast report,
restaurant and foodservice sales were projected to total $899 billion in 2020, the 11" consecutive
year of sales growth for the restaurant industry. However, the COVID-19 pandemic shook the
industry to the core and many projections will be skewed as restaurants were forced to endure

shutdowns and limit capacity.

Restaurant sales plummeted from $65.4 billion in February to just $30.0 billion in April.  While
the industry was given a lifeline though takeout and online orders, sales once again fell for two
consecutive months in October and November. The following table shows all reported sales of

eating and drinking places over the last year:

Total Eating and Drinking Place Sales

(in bilhions of current dollars)

I I I 55'7 'TI?"' r’-;':‘-
[l

Dec Jan leb Mar Jun Jul Aug Sep Oct Nov
2019 2020 2020 2020 2020 ?0?0 2020 20620 2020 2020 2020 2020

Sowce US Census Bureau figuies are seascnally-adjusted

Based on the data, not only has the restaurant sales recovery stalled, but it has likely entered a
double dip recession for the year. Sales also remain more than 19% below the pre-pandemic
levels. The end of the outdoor dinning season in many parts of the country may be a
contributing factor, but large increases in COVID-19 cases in parts of the country have led to

tighter restrictions and increased capacity limitations.

Although there is some hope with the release of approved vaccines, it will likely be several more
months before business conditions even begin to resemeble some normalcy in the restaurant
industry. According to a recent survey, 83% of full service operators expect their sales to decrease
from current levels during the next 3 months, while only 3% think their sales will increase.
Conversely, limited service operators reported that 67% believe their sales will decline during the

next 3 months while only 9% expect sales to rise.

Restaurant operators continued to report negativ same-store sales and customer fraffic thru

October as shown in the following chart:
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Restaurant Operators’ Reporting of Same-Store
Sales versus Same Month in Previous Year
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Source: National Restaurant Association, Restaurant Industry Tracking Survey

As has been the case throughout the pandemic, limited service operators were much more likely

to report higher same-store sales as their full service counterparts.

However, operators continued to have a mixed outlook for the economy in the coming months.

The following chart shows operators’ outlook for general condition sin the next six months:
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Restaurant Operators’ Outlook for General
Economic Conditions in Six Months
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50%

25%

0%
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B Better Conditions in Six Months OWorse Conditions in Six Months
Source: National Restaurant Assodiation, Restaurant Industry Tracking Survey

The pandemic is clearly have a negative impact on this market segment and it will likely be some
time before the industry recovers to pre-pandemic levels. The following information was largely
gathered from the NRA 2020 forecast data which was primarily based on information from 2019

before the on-set of the pandemic.

2020 STATE AND REGIONAL OUTLOOK

Regions of the country with the most favorable economic conditions and the strongest population
growth are expected to fare the best in restaurant sales. The following chart illustrates the

breakdown of the U.S. into regions along with individual state performance:
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The bold states are the top 10 in locations and highest sales in 2019.
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OUTLOOK FOR THE NEXT DECADE

The US Economic growth is expected to be more moderate over the next decade, due in large

part to a slower population growth and labor-force growth. The labor-force growth is projected to

slow over the next decade, but this will vary by age group. Older adults are expected to register

the largest inflows to the labor force while the number of teenage workers is expected to decline

by 2030 to its lowest level in 65 years.

developments over the next decade:

1 Competition for customers
will intensify.

2. it will be commonplace for
restaurants fo accept mobile
paymants.

3. Handheld payment

terminals that allow for
pay-at-the-table wili be
commonplace.

4. The vast majority of takeout
and delivery orders will be
placed digitally.

5. Packaging designed
exclusively for delivery
and carryout will be more
sophisticated and effective.

B. Regardless of the nutritional
content of the food, consumers
will still want comfort foods.

7. Convenience stores and
grocery stores will expand
their foodservice offerings.

8. More restaurant layouts
will include areas dedicated to
delivery and carryout.

9. state and local
governments will increase
restauront industry regulation.

10. Total employes
compensation costs will
increase as o percent of sales.

L. More training will be
provided online and on
smartphones.

12. The restaurant industry
will continue to be a breeding
ground for entrepreneurialism.

13. Equipment usedin
restaurants will be more

The following also lists the NRA’s 25 most likely

14. The use of kiosks in limited-
service restaurants will be
commonplace.

15. There will be increased
regulation around third-party
delivery.

16. More employees will be
certified in safe food handling
through ServSafe products.

17. Video menu boards in
limited-service restaurants will
be commonplace.

18. More restaurants will be
designed to reduce use of
energy and water and minimize
waste.

18. Turning point-of-sale
{POS} data into actionable
knowledge for operators will
become easier.

20. Restaurant operators will
be more likely to implement
more local, targeted and
customized promotions.

21. Technology will be more
effectively used to control costs
and enhance management
efficiency.

22. Women will hold a
larger proportion of upper
management jobs in the
restaurant industry.

23. Restaurants will offer more
healthy options on their menus.

24, Restaurant inspection
results will be readily available
to the public.

25. The federal government will
enact more data-privacy rulesto
regulate how businesses handle

energy-efficient. customer data.
Source Notional R Association, fest Industry 2030,
[ ] org/R 2030
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Exhibit A Market Analysis

The 2015 economy was the strongest year yet in the aftermath of the Great Recession. The
national economy added a net 2.9 million jobs on an annual basis in 2015, and the 2.11%

employment increase was the strongest gain in 15 years.

One takeaway from the 2020 survey was that almost half of all adults said that their frequency to

restaurants was not enough. This has been increasing over the last several years indicating that
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Household net worth has also been on a steady rise over the last decade up to 2019. The

there was pent-up demand for restaurants even before the pandemic.

Percent of adults who say they are not eating at
restaurants as often as they would like
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following table tracks the growth in household net worth:

TOTAL HOUSEHOLD NET WORTH ($ TRILLIONS)
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Source: Federal Reserve

12 4 16 18
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Operational Trends

Operators report that the top challenge remains the recruiting and retaining of employees.
However, delivery competition topped the list of concerns for some operators ranking fifth overall
and reflecting the rapid growth in this side of the industry which is likely to grow even further
during and post pandemic.

Nearly half of responding restaurant operators say their customers’ loyalty is more difficult to
maintain that it was two years ago. Consumers are being drawn to loyalty programs and more

than 80% say they are more likely to visit a restaurant that offers a customer loyalty program.

Technology will also be a driving force for the industry in the coming years. Ninety percent of
consumers says they would pay aftention to restaurant specials communicated via an app to a
restaurant that they patronize. Variable pricing may become more prevalent with 75% of adults
saying they would likely pay attention to variable pricing by restaurants that they visit. Flexible
pricing could be implemented in real time, depending on how busy or slow business is. During
days or periods of time that are very busy, prices could be higher and during days or periods of
time that are very slow, prices could be lower. Electronic menus on tablets or video boards allow
price flexibility. Pricing changes could be communicated to the public using a smartphone app

and social media.

Fifty-two percent of adults say purchasing takeout or delivery food is essential to the way they live.
Ten years ago, only 27% of adults held this sentiment. New technology has fueled this change,
giving consumers what they want at a push of a button. This new technology also introduces
more fast-paced change to the industry, and restaurant operators must work to keep up. This
section provides an overview of the latest off-premises trends, as well as insights into consumers’
wants and needs to help give operators a competitive advantage. Three in four operators say
off-premises business is their best opportunity for growth in the years ahead, but only about half
of all restaurant operators initially plan to devote more resources to expanding the off-premises
side of their business in 2020. This has likely changed in the post-pandemic world however, as
off-premises business has been the only way many operators have stayed in business during the

crisis.

Finally, operators are reportedly boosting marketing efforts across all channels to reach

consumers in this highly competitive environment.
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TOP
TAKEAWAY:

A solid majority of
operators

in each of the six
SOCIAL MEDIA MARKETING, SUCHAS moior segments

FACERCOK ADS OR SPECIAL OFFERS ) 0 say they will
VIATWITTERAND FoURsaUARE 1000 16% de{fote P

COFFEE
& SNACK

MARKETING TECHNIQUE

ELECT IC MARKETING, SUCH resources to
RONIC MARKETING; 0 o : ;
ASEMAIL OR ONLINE ADS 72 /0 71 /ﬂ social medlo.
and electronic
marketing

in 2020.

TRADITIONAL MARKETING, SUCHAS ) 0
DIRECT MAIL OR HEWSPAPER ADS 52 /0 42 /0

Sourca: Nofional Restaurant Association, Restaurant Trend's Survey, 2019

The off-premises category is made up of delivery, takeout, curbside pickup, drive-thru, food
trucks and catering. Now more than ever, consumers rely on off-premises options in their daily
lives.

Food Costs

The recent rate of change in the producer price index for all foods is presented in the following
table:

8.1%

4.9% B

. 2.2% 2.2% I 1.7% L6%
T 2- -2, [-0-" I

2010
201
2012
2013
2014
2015
2014
2z
2018
2019

Sowrce: Bureou of Labor Statistics  Note: Figures represent the averoge
chanage in orices ooid b domestic peoducars for their outpat

Average wholesale food costs rose 1.6% in 2019, after remaining essentially flat in 2018. Food
costs will likely continue to trend higher in 2020, with the U.S. Department of Agriculture
projecting sizable gains in pork and poultry prices. Nearly half of operators expect their average
food costs to rise in 2020. To help cut costs and enhance the efficiency of their operations, a
solid majority of restaurant operators plan to improve food waste management in 2020. Most
operators say they plan to take steps to improve the management of food waste in their
operation in 2020.

Menu prices rose 3.1% in 2019, the strongest annual increase since 2009 (3.5%). The gain was
well above the modest 0.9% increase in grocery store prices in 2019, the fourth consecutive year

in which grocery store inflation remained below 1%.
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MENU PRICE
GROWTH

Consumer Price index
for food away from
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MENU PRICE GROWTH BY REGION

Consumer Price Index for food away from home
ond food at home - historical growth rates

REGION 2016 2017 2018 2019

NORTHEAST

MEnuPRiCES  27%  24%  28%  2.9%

crocervstoreprices  -13%  02% @ 12%  08%
MIDWEST

MENU PRICES 2.6% L7% 2.48% 2.1%

Grocervsoreprices  -13%  -04%  00%  05%
SOUTH

menuerices  20%  20% 0 21%  31%

GROCERYSTOREPRICES  -14%  -0.2% 0.3% 07%
WEST

menuerices  33%  33%  34%  36%

GROCERY STORE PRICES -1.1% -0.3% 0.4% 1.5%

Source: Bureou of Labor Stalistics
In each of the four U.S. regions, menu price growth outpaced grocery stores. The West region saw a 3.6%

gain in menu prices, the country’s highest. The following breaks downs major cities and the CPI of food

away from home historical growth rates:
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ary 2016 2017 2018 2019

BOSTON-CAMBRIDGE-NEWTON, MA-NH 3.6% 1.8% 2.4% 2_2%
NEW YORK-NEWARK-JERSEY CITY, NY-NJ-PA 3.3% 2_4% 3.0% 28%
oo N SRR 1, S ¢
BALTIMORE-COLUMBIA-TOWSON, MD 2.2% 2_2% 1.5% 3_4%
ASHINCIONARUNGION'  25%  24%  18%  20%
e P e 2.8%  25%  18%  17%
ATLANTA-SANDY SPRINGS-ROSWELL, GA 1.6% 2'3% 2.7% 2_8%
TAMPA-ST. PETERSBURG-CLEARWATER, FL 1.5% 0.1% 3.3% 37%
CHICAGO-NAPERVILLE-ELGIN, IL-IN-WI 3.6% 1.8% 3_4% 31%
DETROIT-WARREN-DEARBORN, M| []_']% 1.7% 2_4% 1.4%
oMo swr  3T%  24%  38%  28%

stious, Mot 19%  26% 1% 36%

DALLAS-FORT WORTH-ARLINGTON, TX 2.2% 1.8% 24% 4.8%
NN eartanp s 13%  18%  30%  24%
PHOENIX-MESA-SCOTTSDALE,AZ 4.6% 4.0% 27% 3_0%
DENVER-AURORA-LAKEWOOD, CO 0_8% 4.8% 3'1% 3_2%
SEATTLE-TACOMA-BELLEVUE, WA 3.3% 3.0% 3.0% 31%

LOS ANGELES-LONG BEACH-ANAHEIM, CA 3.8% 3.9Y% 36% 5.0%

SAN FRANCISCO-OAKLAND

waRD CA 43%  28%  47% 6.6%
SANDIEGO.CARISBAD,CA  35%  0.8%  81%  21%

Source: Bureau of Labor Statistics

Labor Costs

Labor costs will continue to rise in 2020, as the tight labor market and unfilled job openings put

upward pressure on wages.

These three factors will continue to put upward pressure on wages:

8
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e The national unemployment rate is near a five-decade low.

e The rate of job openings in the overall restaurant industry remains well above historical
averages.

e Three in 10 restaurant operators say they have job openings that are difficult to fill

Wage growth of restaurant employees outpaced their counterparts in the overall private sector for
the sixth consecutive year in 2019. During the last six years, average hourly earnings of
restaurant employees jumped 25%. In the overall private sector, the gain was 17%. The following

shows the growth in average hourly earnings for all employees, by restaurant industry segment:

SEGMENT 2016 2017 2018 2019

Fullservice restaurants 0.0% 4.6% 3.9% 3.3%

Quickservice and fast-cosual restaurants 4.5% 4.9% 4.5% 4.5%
Cafeterias, grill buffats, and buffats 1.7% 47% 5.1% 9.7%
Snack and nonalcoholic beverage bars 15% 4.5% 4.7% 5.2%
I RS— -0.1% 0.8% 0.5% L5%

Caterars and mobile food services 4.2% -1.0% 3.1% 11%

Drinking places 8.6% 6.7% 3.6% 0.2%

Source Buragu of Labor Stafistics

The restaurant and foodservice industry added 3.4 million jobs during the last decade. Although

job growth will slow somewhat in the years ahead, the industry will still add another 1.6 million
jobs by 2030.

CONCLUSION

Employed adults say they are working and commuting longer than ever, which means less time
available to cook meals at home. Employed adults are also reporting less time available to

prepare meals at home than they previously did as well.

As consumer demand for delivery options continues to rise, look for more restaurants to enter this
line of business in 2020. Despite the consumer demand, only about half of restaurant operators
say they offer delivery. This trend will likely change in the post pandemic world.

Restaurant operators looking to grow their off-premise business will likely encounter

strengthening competition from retail store visits where a customer purchases a foodservice item.
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