SURROGATE’S COURT OF THE STATE OF NEW YORK
COUNTY OF MONROE

In the Matter of the Application of AFFIDAVIT OF JAMES P. SCHNELL

THOMAS F. BONADIO, File No. 2016-787
as Co-Executor of the Estate of

ANTHONY ). COSTELLO,
Deceased,

for advice and direction pursuant to Surrogate’s
Court Procedure Act §2107 and §2102(6)

James P. Schnell, being duly sworn, deposes and states as follows:

1. Your Affiant is a certified public accountant (CPA) duly licensed in New York, a
certified valuation analyst (CVA} and accredited in business valuation (ABV). I'm also a principal
in the accounting firm of Mengel Metzger& Barr & Co. LLP, where | have chaired the tax
department since December 2006. | am presently serving as tax accountant to the Estate of
Anthony J. Costello, and to Elaine Costello, Anthony's surviving spouse.

2, I make this Affidavit in support of Petitioner, Elaine Costello’s application to
vacate the Consent Order entered in this Court on June 7, 2018 (the “Consent Order”). That
Order appointed Richard Beers, Esq. as Special Master to, inter alia, market and sell certain real
property in which the Estate holds a 60% interest, including Clinton Crossings Medical Center
{(“Clinton Crossings”) and the Reserve on the Erie Canal (the “Reserve”).

3. Prior to entry of the Consent Order, the parties and their respective attorneys
had numerous discussions, Court conferences and telephone conferences dealing with the

issues of what, if anything, to do about the Estate’s ongoing and persistent cash flow issues and



the declining value of its real estate assets. (As a reminder, the Will designated most Estate
assets to three testamentary trucks intended to provide income for life to Anthony Costello’s
wife, Elaine Costello.) In particular, the Co-Executors differed as to whether it was best for the
Estate and its primary beneficiary, Elaine Costello, to operate the estate businesses and real
estate interests as going concerns or to liquidate most of its holdings, including businesses and
property with positive value (primarily USAirport and Clinton Crossing Medical Center), as well
as under-performing assets, which were hemorrhaging cash (primarily the Reserve and a
project known as CityGate).

4, Early in the Estate Administration, it became readily apparent that the two co-
fiduciaries, Brett Costello and Thomas Bonadio, CPA, had very different approaches to the
issue. Mr. Bonadio strongly advocated selling essentially all of the Estate’s holdings in order to
pay creditors {including Mr. Bonadio and his firm), starting with its most profitable and most
valuable asset, Clinton Crossings, and then liquidating the remaining holdings at a later time. In
contrast, Mr. Costello’s approach was to liquidate the under-performing or non-performing
assets, stem the cash flow issues, restructure the debt and preserve the key assets {especially
Clinton Crossings) so as to preserve the value of Anthony Costello’s significant real estate
portfolio for the benefit his beneficiaries, particularly his wife, Elaine.

5. Sometime during the late fall or early winter of 2017, the Court directed Mr.
Bonadio to prepare, at the Estate’s expense, a written analysis of the cash-flow and tax
consequences to the Estate and its beneficiaries of immediately liquidating Clinton Crossings
and the Reserve. He presented that analysis under cover of a letter dated February 16, 2018

(the “Bonadio Report”). See Exhibit A.



6. Predictably, the Bonadio Report supported Mr. Bonadio’s preference for selling
off Clinton Crossings immediately. To that end it posited potential sale prices of $80 million,
$90 million and $100, million. In each case Bonadic projected substantial “Cash for Available
Distribution” to the Estate, for its 60% share of the praoperties, and to the Costello children, who
each own 10% shares. In particular, the Bonadio Report predicted that a sale, at the low side,
of $80 million would vield the Estate almost $28.5 million after taxes and each child $3 million
after taxes; that a sale at 590 million would provide the Estate with $47.6 million net of taxes
and each child $3.6 - $3.9 million after taxes; and that a sale at $100 million would net the
Estate almost 554.4 million, and each of the children over $4.3 million. In each case the
Bonadio Report identified a charge for “intercompany receivables” against the Estate’s share of
$16,151,852, but no other charges against any shares were identified. The clear implication
was that even a sale on the “low” side at $80 million would yield $24,784,590 to be shared by
Elaine’s trusts and her children, while a sale at 5100 million would net them $38,234,455 to
share.

7. However, in its rush to justify an immediate sale of Clinton Crossings, the
Bonadio Report inflated Clinton Crossings’ likely sale price, relied upon dated information about
intercompany obligations, and overlooked substantial closing expenses and liabilities of the
Estate. The result of failing to do so was a significant overstatement of the amount of money
that a sale would yield for the Estate. In fact, when adjusted for the actual intercompany
transactions and known liabilities, the net result of a sale at 580 million is negative for both the

Estate and the Costello children. Attached as Exhibit B is a comparison of the Bonadio Report’s



financial projections and assumptions with that same analysis corrected for actual
intercompany transactions and expenses as reflected in the books of related companies.

8. For one thing, the Bonadio Report relied heavily upon an “intercompany loan”
picture that was at least seven years old. In particular, the Report added $28.4 to the Posited
sales prices for Clinton Crossings without first pursuing a full reconciliation of all related entitles
as of the time of its analysis. Since the Bonadio firm had been the accountant for the Costello
entities for approximately the prior twenty years, with full access to the data, it was beyond fair
to expect an updated reconciliation of intercompany transactions. Had an updated
reconciliation been performed the “addition” of cash to the sale prices would have shrunk from
$28.4 million to just over $600,000.

9. The Bonadio Report also failed to take into account an $18.6 million liability to
M&T Bank that had been cross-collateralized by Clinton Crossings. It also failed to account for
unpaid property taxes owed on the property in the amount of $2.9 million, as well as other
judgments and liens against the property exceeding 5160,000. The impact of these disregarded
liabilities, coupled with the unreconciled reporting of intercompany loans, was sufficient to
reduce the expected yield on an $80 million sale to become negative, rather than $49 million
plus as Bonadio reported.

10. From the point of view of the Estate, the impact of a sale at the prices Bonadio
projected was even more negative, due to liabilities of at least $5 million to Northwest Bank,
and claims for attorney’s fees and the Bonadio firm's services in an undetermined amount,

none of which were accounted for in the Bonadio Report, even though they would further



deplete whatever proceeds the Estate might hope to recoup from a sale of $90 million or $100
million.

11. Unfortunately, after close to a year on the market the Clinton Crossings property
has failed to attract a buyer even at Bonadio’s “low” estimate of $80 million. Instead, Mr. Beers
proposes to sell the property for only $76,300,000.

12. In a recent email (Exhibit C) Mr. Beers presented an analysis indicating that this
proposed sale would yield “distributable proceeds” to the Estate and the Costello siblings of
$9,840,907.48. But his analysis doesn’t included attorneys’ fees for the closing which Mr.
Bonadio projected at $500,000. Nor has Mr. Beers accounted for outstanding judgments,
miscellaneous liens and accounts payable, which collectively exceed $500,000. And, like the
Bonadio Report, Mr. Beers' fails to consider the claims against the Estate, including claims by
Northwest Bank, Mr. Bonadio and his firm, and the attorneys (including Mr. Beers) who will be
looking to the Estate for payment. Most significantly, Mr. Beers’ analysis takes no account of
the income taxes that both the Estate and the siblings will have to pay on this proposed
transaction. If these items are accounted for there would be nothing left to help fund the
testamentary trusts.

13. In summary, the omissions and faulty process approach evident in the Bonadio
Report led to a severe overstatement of funds that would be available to the beneficiaries if the
properties were sold, and unfairly mislead the Decedent’s inexperienced primary beneficiary
{(Elaine Costello) by painting a false financial picture to advance its proponent’s desire to

liquidate estate assets over the objections of his co-fiduciary.



14, Furthermore, whatever opportunity, if any, a sale of Clinton Crossings may have
presented for producing significant distributions to the Estate and its trusts during the
fall/winter of 2017, it is crystal clear there is no such reasonable expectation now, in July, 2019.

15. Any fair analysis of the Bonadio Report, especially when viewed in light of the
significant changes in circumstances since its issuance, dictate that the primary beneficiary of

Anthony Costello’s Will, his wife Elaine Costello, should be afforded an opportunity to re-visit

her prior “consent,” informed by more complete, more fully palistic data.

Dated: luly 52'_" , 2019

wo'{r:jto before me this
a'*l ay of July, 2019.

@aﬁm (! Blad

Notary Public

| CATHERINE A. BLOOD

Notary Public, State of New York |
Reagistration #01BL6325920 |
Qualiied In Orleana CountyJ
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Bonadio & Co., 1p

February 16, 2018

Mr. Brett Costello, Executor
Estate of Anthony J. Costello
c/o A.). Costello Group LLC
One Airport Way

Rochester, NY 14624

Dear Brett,

As requested, we have prepared income tax projections for the Anthony J. Costello
Estate (Estate) as well as Lynette, Alicia, Andrea and yourself that may result If the

Apuroperties known as Clinton Crossings were sold in a single transaction for an

tax projections for the Estate, Lynette, Alicla, Andrea, yourself as well as

ily trusts that may that may result if the property known as the “82

old in a transaction for an aggregate gross purchase price of
516M. In regard to the potential sale of the "Reserve”, we have

prepared an is of the potential income tax benefits to the Estate base on a
sale of the Res three amounts. These amounts are for the aggregate third
party amount, the anrty debt amount less 52M and the third party debt
amount less 55M. O

It should be noted that all 9\

Wte gross purchase price of 580M, 590M or $100M. We have also prepared

provided by the company by M | Picard and/or his staff. The analysis used
financial infarmation as of Octob 7 tor the Clinton Crossing and the 82

acras. For the Reserve, we used fina g@nfnrmatlon asof12/31/17. These
projections were prepared based on nu s assumptions and does not
incorporate any taxable income impact of er business that is owned directly
or indirectly by the estate and/or the family o ny J. Costello. We have not
audited or otherwise reviewed the information p d by the company. It should
be noted that the projectiaons are prepared based u &he 2018 Income tax rate.

Y

Certain assumptions O

E projections were based on financial information

1. In the calculation of the income tax on the Clinton Cro% cperties,
certain assumptions concerning that allocation of purchaseZ?ce amongst
the properties were made. The aggregate purchase price was aliocated to
each of the properties based upon the ratio of the appraised value of the
indwidual properties prepared by Empire valuation at the time of Anthony's
passing. Any change in the purchase price allocation could impact the
income tax calcutations.

2. Again, in the calculation of the income tax on the Clinton Crossing
properties, certain assumptions were made in the allocation of the purchase
price w.thin each property to categories of as:ets. The tax rules require that
the purchase price be allocated accarding the fair market value of the
property sold. The actual allocation of the purchase price within each
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praperty will certainly differ from the assumed allocation and will result in a change In the
category of gain to be allocated to each of the owners and as a result will impact the projected
tax due for the properties.

The calculations reflect the tax basls adjustments recorded as of the date of death for the Estate
under sectlan 743 of the Internal Revenue Code. In the calculations, there were assumptions
made cencerning the casts of sale of each property. These costs could differ from the
astimates.

We have not Included In the income tax projections or the cash flow the impact of any other
costs other than those Indicated on the schedules.

The projected capital lass indicated on the Reserve calculations assume that the entire loss is
being funded by the estate, A legal interpretation regarding the creditor status of the Estate
sulting tax loss may be required,

d losses from the Reserve are calculated based upon the accounting methods
eserve in its historical tax returns.

The calculat! the Estate assumes that the Estate Is considered to be a Real Estate
Professional as d?ﬂ( in the tax law. The impact is that the income being recognized is not

subject to the Net fn ent Income Tax.

The calculations for B%sumes that he is cansidered to be a Real Estate Profassional as
defined in the tax law. Iaact is that the income being recognized is not subject to the Net
Investment income Tax.

There are other assumptions that are not%e attached calculations,

you have any questions or would like to discuss, p!

t me knaw.

We appreciate that these computations are co%gnd may require further explanation or inquiry, If

Cc:

Sm’co%
§
Thomas Bruckel, CPA
<

Thomas Bonadio
Edward Hourihan
tlena F. Cariola
Mary P. Maore
Cressida Dixon
Frank B. lacovangelo
Edward A. Wurtz

L
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Analyu o the 1 1t3te of Anthony § Costelin

Clinton
Crossing
Gain(Loss)
Analysis
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Clinton Croniing Gala Analysls

Patiner Summary Sale Prico
Distribution of Proceeds $ £0,000,000 $ 80,000,000 $ 169,000,000
Brait C,
Cash for Avall Distrlbution 4,808,713 5,731,618 8,856,518
Less Taxes to be Pald 1,555,448 1,825,922 2,092,024
Subaral 3,351,287 3,905,684 4,583 685
10an 10 Seltle Interco {Outside Sale)
Remaining § 3.251.507 "3 3005594 $ 13585888
Lynette Alida, Andres jea)
Cash lar Avall Distribution 4.8086,713 5,731,616 8856518
Le s Taxes 1o b Pad 1,741,695 2047317 2,34917"
Subcral 3085018 3664705 4,307.34.
Loan to Setile Interca {Outside Sale)
Remaining $ 3005010 $ 3,684,259 § AW
Estate including GVA
Cash for A ail Distr bution 30,019,861 36,220,051 42,420,442
Less Taxes 1o be Pald 1.530,131 3,568,323 5,520,838
Subtatal 28,480,530 32,850,728 BYG,
toanto Settle Interco {Qut ide Sale) 16,151,282 16,151,262 18,151,282
Remaining a X A
Amounts included In Cash for Avall Distribution
Interco Ree {Qut ide Sale} 22,129,187
Settle Intereo Payabile [Outside Sale) {3,978,135)
16,151,262
And loanud by the Estate 16,151,262
Angdvilt for ihe Estate of Anthony ) Cothello The Banadvo Group 61018 Page Il 76
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Clinton Crotsings Galn Analysh
Asstimdisng Udeab i cnkadateins
Galhon Lale
Cadoalub vied La st on datie thanagh Outaber 23, 2017
Rperieraiiial hatancus ar el 1173017 and no 1gnifresnt changes

Alkrtatrd 1% of 1245 propeiy |3 & 7 yesi} sccumnudaied depeetiation at depeee Lition (aphe
Eatonat s pain on 0% of 1745 property and the semameder 1o sst] hor Mgy

ML) alingation
Hae owigaral 54 1 up n bash was akocatid bz 15y1 penperty and ept e allan mees A1
1ct plou winn was mankes 10 15yf roperty mor 1385 propely

To b tonacrvative, b allogathon ol Uee 74)(b] has Leen apphe in Hie Ioliowing manne
1011 to 1713 Comtul pain
Hrnt toLweecaptunrd Gain
1011y il pecemsany Lo Ortinaey 1 245/1150 texaptans

Saley Mire
el b aded prices of $50, $90 $100M fos ¢ sl ulshion purpoves snd saspmplion Is Hal al+
Chrilwoad Caniing proyerty kicluchng GVA would be wld o one group

fas or p3in
Atithony e [1iatr are Aral 1 sLale profcssusisly cerengt from the 1A% medcare yurcharg)
Criha partners st subject m Income i petshe
Used bigheat tax rates b beet and State

e Lmpany
Baver] on snatynis of Interiompuarry the 10/fronms it would be: net rigsry Lor the 11tate 1o loan lund 4c
A) Cintetfo Geoup snd Cosictio Latetproes. Thso funds sre then sdiocsied ovt Lliton Croung mitdc

 Seation
L 0 Ot 18 gy Cleat ort. {reaing, 4540119 PSS ADLIGH
LAVLOAY. Pald 1o Bva
16,151,252
R
Amewact inchutied in Cosl Avedl vii pay off sl interascspany T/F
AAMO2Y Breti £

LAMDLY Lymstte, Aldcla, Anttres (o0 )
304,174 fctate
181,263
I

Anptyts dgr the Lutate of Anthony § Cosiclio The tonixka Growp 3/16fI018 Page 1004 26



I have gone through the loan documents for the debt on the Clinton Crossings bulldings. Listed below are the
prepayment penalties:

Buildings A.B & € Wells Fargo Bank [ Interest Swap with Cltlzens Bank)

According to the loan documents, there is no prepayment fee for the loan. However, there Is an interest rate swap exit
fee of 1%.

Bullding D Morgan Stanley {Wells Fargo as loan administrator)
There is a 3% prepayment penalty on this loan,
Buildings E& F Canandaijgua National Bank

The prepayment penaity Is tlered. If pald in 2018 it is 4%, 2019 is 3%, 2020 is 2% and 2021 Is 1%,

Building G M & T Bank
The prepayment penalty is also tiered. {f paid in 2018, it Is 4%; 2019 is 39; 2020 is 2% and 2021 [s 1%.

Building H Canandalgua Natlonal Bank

If paid in 2018, the penalty is 1%. If paid in 2019 or 2020, it is 3%.

Regards,
Mike
Michael T. Picard
Chief Financial Officer
'The Costello Grou
) : C
mmm?ul ResiavE CITYGATE (100 CH0S G5 unnmeoars CLIVION CROSSINGS

585-328-2280 ext. 110

CONFIDENTIALITY NOTICI:: This cmail message and any attachments are confidential and intended solely
for the named addressee(s). They may be subject to legal, professional or other privilege or may be protected by
other legal rules. They must not be disclosed to anyone without the sender’s authorization, [T you arc not the
intended recipient or authorized to receive this email for the intended recipient, you may not disclose, copy,
distribute or retain this message or any part of it. We would appreciale it if you would notify us if you received
this message bul were not the inlended recipient

CONFIDLNTIALITY NOTICE: This cmail message and any attachments are confidential and intended solcly
lor the named addressce(s). They muy be subject to legal, professional or other privilege or may be protected by
other legal rules. They must not be disclosed to anyone without the sender’s authorization. If you arc not the
intended recipient or authorized to receive this email for the intended recipient, you may not disclose, copy,
distribute or retain this message or any part of'it. We would appreciute it if you would notify us if you received
this message but were not the intended recipient

Anatysis for the Estate ai Anthany § Costello The Bonadw Group 3/16/2018 Page 110f 26
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82 acres
Gain(Loss)
Analysis



AIC B Son [Anthany) Davelopmant

81 Aures ol Land  Adjosont 18 Cirian Crosing

Sale
Yling Pit 12,000,500 14,000, By 15,000,000
A rdriape fre 130000 140000 bl oon
Iras Lylmated Chming Centy & (08 dn,o00 4,000
Leas Mt (Frepaymem)
Nel Mireth 11,840, mx) 11 100y 18,=00,,300
R
Lamd ERRFRT:H LWIFAE . LIz aon
[T kol Caw i | b.407,400 [T T 141567, 800
Cash Reveivnd
Tavhontiand {10)
b Protreth Ned [JEE T T 110 MR Y, R
Inirren Arc JAuumed Tatie CC wie}
Elis il Fros wads
Mg Payoll L152.%0 115150 1L157.560
Arreunby Payable 1510001 1.520,30) 2.5 0.
Irtile Ivteoin Payable
Cash for Ausl Distributinn [XTTAICH 0,1 92359 12339
Tinen o b
s 13 iCapits) 1L3Iran 1710480 1,113,400
XEX  Mediare wncharge 151,081 k3 A 41
BER VS iscome Ton 381,451 75489 119,30
1m4| Tas oA Gam 2094012 LM A4 872
Dhtrtsncion of Pracesd «
Canh bor Aval Divitbection [ SEVRE. ) 0,147,237 1233528
Lras oy 1o bet Pict 1 2 793, 34530
Tt - ¥ LMLy 7.263
e
Distrtbution of Pracesds per Partne:
e 5% 11t 157,117 A1325)
Tan) (Rrau) T 5% 430617 550,706 650,795
Wt Clamiy Trst 3% 0411 87137 433,883
Iette 5% oA 87180 413,883
«Trust [lymetee) 7.5% 450637 S50.706 650,795
Dpnrte G Famity Tt 5% Mg ar1 47,147 432,883
Alds 5% p T} 162,137 0,53
Teant {Alicia) 7.5% a3z 550,706 G40,795
Al Frmdy Tnat 5% 0415 Wriaz 432883
Andrea 5% - T} 37,137 LELT 1)
Trust (Andvea) 7.5% 430617 $50,706 550,795
Anceeafamely Trust 5% Moaq) 167,137 430,863
Ctrate AC  JO% 1802 448 TILE4 a4,
Totd 4,008,277 JATTR TN 8577267
Gala ANecation
it % LBRyo anzr L¥ % b
Toust {Meetr) 7.5% 495,535 H4.055 1555
reit C Famady Try 5% 30,3 419,370 L5 Ry
tynatte 3% 30470 418370 51131
Frost fymette) 7.5% 495,555 B4 085 s
Lynetie K Tamily Tt 5% 3030 a0 S2370
Alcs 5% 330,370 A20.310 3110
Tiutd {Abein} 7 5% 493,555 4 085 792,553
dhcke Family Trow 5% e A8 310 smim
Andrea 3% 330,370 415,370 SN
Innt jAndheay 7% 495,555 d 085 792,555
dngirn Fomily Toont 5% 330,37 419,370 518,370
fasteuC 0% 1.932,210 1.576.230 1120,210
6,607 400 537,400 10,567,400
Anabys - lor the [itsta of Anthorwy | Costelio Thar Bonadhs G oup G0 Page 17 ol 26



AIC & Son {Anthony) Development
Assumplions used in calculations

Lond presumed held for Investment not for Development
Capital gain treatment

Accounts payable on balance sheet of $3,454,583 has been reduced by the
$934,382 due 1o Clinton Crossing entities expected Lo be paid prior lo tand sale

Per Mike Picard - The Estate has a loan of $2.275M which is secured by this property

Analysis for the Estate of Anthony ) Costalia The Banadia Group 2/16/2018 Page 180of 26



Analysis for the Estate of Anthony ) Coste'lo

The
Reserve
Gain(Loss)
Analysis

The Bonadio Group

/1672018 Page 190l 26



AIC & Son [loweph] asol 13/31/17 - The Reserve

Nyrorva Sabmy Fikr ke Prue s Salet Pitie s
Morigage Balanie Morigapr talaner Morigage Galarie
Selr; Lrett IM LHs 3M
Selitng Prkor (Mortpagn (a)) $4.009,000 1 AIL000 A3 000
Lris. Ipberape d re 148,150 120,250 b F1]
Less. Dtienated Coling Catle - .
Legs, Qs (Prepaymient)
L UEAATLY T-T1Y 14,616,750 12,096, 10 0,726,750
Daih
Imangible Amsats-3ian Up & An 1795595 1,751 474,518
Constiugtian tn Progroes LM I3 L0984 004 204
S04 Cowl 10485145 10,459,865 10,469,665
D) & Crnal 2,785,708 1705, 0 1,768,100
Drewsilon 9F Homes SR 0804 L9904
Hrownatona e WrLEY) 1M
Chrbhotan LD pad Constiuchon 1,854,710 7554, 119 785,719
't Plam SF Homes 46,576 496,326 LAY
Gianwile Townhomes YIB TS £12.2)%
Lofts Vst so.ash Jasn 199850
LD - Wawiioed Evlaios C1P 04,2 1w 380 104200
Land 1181610 1091620 1131520
tras Conlia Acinunly [4.169.34%) 14,168, 24%) 14,167,243}
Chirilowse LY ) 487 16419
trid Arum Depre A (A [2AM)
Purmitute 42,18 azmy a7
load Ly LATRIZ 0.3 832 30.1/8922
Cahn, Intal Gan {lows) {1 Atzil 117.482,172) {M0.452,173)
Cash Rezeiwed
Cashon Hand [TH] 170 11,/%0 133,750
Sl Pria reds = Net 14,610, 730 11650 730 9,728,750
Aot Retewable N 2,08 nLm
e | romm HOA 13,000 13 boo 1500
derio Rer - . -
Use of Praceeds
Miwtgage Payall MLETIGT] MMETLEN 14 6M,61t
ALtounts Payalde 1.04%,10% 1,049,371 1049171
Cantomer Hental Lequany Drpo-i 2,750 1,70 7,180
Curtorwer Depashi [ B/ 176,386 176,385
Cailvae Amall Distrtbuet iom - Bebore Interen Settle U7ren 2R3, D06
S+t lairico Payable 4259971 *+ 4259501 4259971 **
D iz Anihory F Corielia 8500254 2500254 £,500.244
Liwe to Lataie of K10 Funed 113,413 1333412 1339413
Tolalmteren IIME 14,099,518 14.099 638
Itasttictent Fumal) - Poisrilal CON tacome [1ax7),0a7) 15,853,407 119,823, 407)
Yz on Galn:
0% 1131 Kaplal}
MR Mrvicare Suwicharge
AFN  NYSicoms Tax -
TeAnd T2 o6 Gpln -
**Analyits of Inigren Peyabie
2520 - AKC B Son [ANDRE A} LINL06.0%  [Amount may ke cleased if Charan Crausing traniactidn acoury bnt)
1440 - Enirmprhe 93.910.02
1502 - GROMIP 1.603,91391
2430 - Due To/fbr AJC & S04 (WL NCER) 2,812,956.40
2420 Dok Jo/be Relatrd Erdities - Cther 1.110.81543
,159.971.25
Analyss for tha Estate of Anthony J Costelln The Bonadio Group
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AJC A Sen, Jemepti LLC » Ine Rasatvr
incuma o Ditss Gihackies

1271112013 Captal Aoty

J0IBL0ST ALLOCATED TO ASC

TAX BAJI (M LLC T RERT DODTA) MAHDAIDAY ADJLIZTME HT)
L0 ALLOCATED TO OTHER PARTHERS

1049 ALLOCATED TO[:31A]

BECTION 743 ABIUSTUL M1 RIDUCTION i3 L O3S

TOTALLODSSES

1AX DAIE A 12217010

COHMATED LODS ALLOCATED AT 22817 OM TD

ADRIFTMENT
TOTALLDSS L EIMATLD 20T

LOTRMATED LOLSS ALLOCATED AT ZRRITONTD
ADJUSTMENT

TOTAL INCOME ESTIMATED 228/17

SECTION P43 ADKISTMENT AFDUCTION IN 1053
OABIS AT 12312017

LOBS ON DAL OF ABSETS

HEMAINING 741 ADKSTUE NT

DCBT FOV I GIWVENEGE

HET TAX Captal Aczount

Reparted Tamghie Income i 201772018 rom Boerainy
Hrparted Taxsbia leceac n 721772018 kom GALE.

totdl M08 Incomelma
"Plrmna nots ealste hew NOL camytorwand
Poteniisl COD Deductan i Coplial Lona

Anslyihs for the Lutate af kmbony | Lo elio
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LB AIL

1818 Jan)
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T84 104

167 12}

[~ R 11
o4

L bred]
3,308,30°
1.1
BN D44

152484}

#ann
47850

&1 T8

[ R X

(U403 Ly

yrsse) feass

arnse 2,680
1. 1163703
11063} [e12Y
ar4s 47408

DAsa213 st
1487360 1,487,341
115410 115 408)

143,182y 115,4021
102,877} 1o2.077)

ronce {TO.0CE)

1he Bonadio Gioup

ALK 1A

-

i132

11704

1155)

1387

&40 MG
(1 530.217)
148749

(15410

nias
HR.877)

78008

ANDHEA AC 101AL

ant

{1

111,336)

12.083)

a8

11550217}

LA0 Y
{15410

15182
cxer?)

{T0,008)

1ve207 4 J1T 100
1204.111) 1204111

L]
117 286
nie [] )
i
4]
(52,
ERL K- )
{13834)
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115.502.1724
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Andlyas lor the Lstate of Anthony § Cottcllo

Combined
Sale
Gain(Loss)
Analysis

1 Donaden G oap

I6/2018 Page 13 ol 26



AJC & BON JOBEPH LLC - THE REBIAVE

W hiava grojinted ealimalos of the knpact of tha sale of the assats of hls LLC by various sconatio:

[:a¢h of ihase scenanos that wa bave consldered would te ol in

Inantteciend Junds io oatinguish 1he culslonding indetitogness of iho LLG 5l 1ha ima of bqusdation

Analyals is baset on the 1213117 balanca sheat provided by (1o Compary

11 Is ot undersiandng Ihat tha outsanding Inidobtodness owne to tund p ty flaarciat Insfilulions bs puntantend by the AJC esinla
Any cath alwitlall 0 (he o of o sale 15 nesunyed o be lundad try the AJC patale

It ahauit bay naled that os Indiesled n o ofisched calculadlons, 1 boans ind advancas mata by

AJC and subisequenlly tha aslalo of AJC would ba Ireated as debt and o & iesalt of the Insolyoncy of s LLC
fosull In forgivenase ol indehlpdnaoss for 120 purp Tha estale nad any other group creddor &Hould
have o shord larm enpltal fovs Tar thaw baws in the indebiedness.

If tiia loss wetn ablo to b= dalmad by Uw el ko Ihe some income 122 petiot a1 tha als al Clnton Cmiung: angdior the 2 acres
Ihn cnpaal loss shauld bg oble to ba offiat sama= of tha eaplied goln liom the = e of ths Clalan Crosalng sndfor the @2 netas

telow ate the varows mali:g1 of 1ho Tox Banefidt naaumng the suio the Rasetve Iekes ploco in the some tox perond
n3 tha sala ol Cliatan Cros srg nidvor tha B2 acres

BALE OF REBERVE AND CLINTON CROUBING DURING SAME TAX PERIOD

it Soid wathiny snma lax period

Cagpitsl Galn Axsumas Zals Pren - Procasds agusito,

Clintan Croasing Bank Debt Losa: 1M Luss: §M
Potantial Capital {L.oss) on Reserve {14.573407) (18853407} (10,821 407)
Potentiz| Usabis Capltsi Loss
ciitan cioasiag (CITATEY NN 80M 30220 3,022 160 3,032,180 3,022,180
Astumes Sale Prica 201 B 708,778 8708778 8,708,775 8,760,775
1008 | 14.707.008 14,747,008 14,787,008 14,767,000
Tas on fon eaptal
Potantial Tax Banafit of Capital Loss Tz win Ruserve Loss pain
Cilton Closaing (RETATEY som 1 530,131 1,155322 1,155,322 1,155 322 374,609
Arsumes Seig Preo . YoM 3,580,323 36618 3026818 3028818 £42,708
100M 5.520.638 4610534 4,910,534 4,910,524 610,104

Analys.: for the Estate of Anthany ) Castelio The Bonatho Group 2f165/2018 Page 23 of 26




OALE OF REDERVE AND CLINTON CROODING AND B2 ACRID DURING DAME TAX PERIOD

Capltsl Quin by Property
02'Astes (UGTATH} 12 1902220
Ansumar Sala Price 140 2.570.20
1M 3,170,220
Clinten Grosslng (GOTATD) aoM 2,022 100
Assumas Saln Price L L) n,708 7715
100M 14,787 008
Fm-ml.lﬂulﬂn Capital {Loss) an Reserve (1477 407) (W 407) . (s b4
Potsntial Usable Capits) Lons
82 Avres
Osle Amount
Tolsl Caplta Gsin CC at BOM 1M 5,004 180 5 004,350 5004 380 5,004 380
1“m 588 380 5594 320 4 508 360 5,598.380
16M 0,192,380 4,192 320 6,192,360 0,192,380
Total Capital Galn CC st 30 1M 10,750,008 10,750 993 10,750,995 10,750,995
14M 11,344,805 11,344,593 11,344,063 11,744,005
AL 11,036 995 11938995 11028093 11,938 995
Tots) Capltsi Quin CC at 100M 1M 10,700,220 14,873 407 m.mo.izl 18,709,224
140 17,303,224 14,873 407 16,833,407 17,363,228
1M 17,957,223 14 513407 10,853 407 17857228
Tt oo Py € apliad
Tan wis Rotorve Lina [ ]
Potentia) Taz Beansfit of Capitsl Loss BOM 12M 2,101,010 1720.201 1.726.201 1.7768,201 374,809
14M 2272 4082 1.597.271 1407273 1847273 74,809
1M 2443 154 1,080,348 2,009 345 2068 345 74 809
Patentiat Tax Banafil of Capital Loss 80M 11 4,140,202 2.507 457 1507 407 3507497 542,705
Rl ] 4.311,2%4 3,78.569 3,768.589 3,768,569 842, 10%
bl ] 4,482,340 30:9.041 3,859,641 19X.64% 242,705
Patentinl Tax Banafit of Capital Losa 1008 1M B.091.%17 4,340,825 5481813 5481412 610,104
14 6,262 350 4,010,828 §,400,188 5652485 815,304
188 8.433.881 4,784,228 5,450,488 5.823 557 410,104

At 100M zalas price - Capital Galn up to $10, 135,408 will be taxed at:
25 % Umrceptured 1250
AB% HYS incame Taw
Pus Ovdmary Goen

"Used Estate poly due In bad deit assumed to ba atiocated o Estate ltem fo be disciased with chant and atiomeys
Amound i table |s excess loss,

Nota: The Resarve and Clinton Crossing have & 2/28 Y. The 62 Aora: ha: = 12737 YE
Sale of Cknion Crossing ond/or Reserve between W1H8 . 212019
Wil be included it the relum of’
Tha Estato 22852019
Indinduals 12/312019
Bain of 82 Acres 3118 - 1283110
The Estste 21208,2019
individupls 1212018
Sela of . Acres 1/1118 - 272808
The Estaie Firlirili]
[0 ST 1213412019

Analysis for 1he Eslate of Anthony J Costelle The Bonad o Group 2/16/2018 Page 24 of 26



Cross
Collateral
Analysis
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Coslallo Ent:tias
Cross Collataralization of Loons

Re-crealion of ampil from Mika Prcard with updated information rocewsd lotar the same day (2/8/17)

Clinton Crossings
Cross - Collataralization

of|st d Bu Loan Amount Bank Terms n an Books of:

AJC & Son (Andron) Develepment {Bullding D)
AJC & Son (Tyler) Davelopmeni {Budding £}
AJC & Son (Alica) Davelopment {Building G}
AIC & San (Lynelte) Develcpment (Buidding )

All of thasa enlilies ond their assels am
collateral far the oans histed (ol ara varisbis

ralo loans):
s 3,600,000.00 MAT Bankinieresi Only Spencer (Casico)
s 7,000,000.00 M&T BankAntereat Only Spencer (Casico)
3 3,000,000.00 M&T Bonk/interest Qnly Spencer (Cosico)
$ 3,000,000.00 MAT Bank/nterost Only Spencer (Costco)
3 16,600,00010
- 1,454,229 00 MA&T Bank/Interas| Only Flight Support
$ 3,500,000.00 MET BankAnterast Only AIC/Esiate

AIC & Sen Development {Bulding F} 3 1482500000 * Northwest/Construchon Loans Joseph (Reserve)

“Balence s of 1200tHT

Note' Onginal Lugn smount 11 445 005

Anaipily for the L sate ol Anthony i Covleilo Fhe Nonideo Group IEIXIB Page 6 0126
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Estimated Clinton Crossings Sale Results (Proceeds)

Sale Proceeds

Closing Costs

Property Taxes Owed

Net Proceeds

1st Mortgages

M&T Guar/Cross Maortgages
AJC Personal Mortgage
Northwest Mortgage Deficit
Judgements

Liens

CCMC {Cash & AP-Net)
Settle Intercompany Loans
Settle Intercompany Loans

Proceeds before Taxes

{per 5/2019 analysis) {per 2/2018 analysls)

Reviewed FInancials Bonadio
B0O,000,000 5 80,000,000
(2,939,577} (2,372,577)
(2,954,612} -
74,105,811 77,627,423
(43,259,778) (44,539,102)
(18,094,239) -
{3,000,000) -
(5,000,000} s
(82,036) -
(81,927) -
{2,394,095) 6,931
609,822 28,431,861
- (12,280,598}
2,803,558 $ 49,246,515

Projected Cash avaialble for Distribution - Bonadlo Estimate

Brett Lynette Alicia Andrea Estate Total
Proceeds From Sale 4,806,713 5 4,806,713 S 4,806,713 S 4,806,713 S 30,019,663 S 49,246,515
Less: Taxes (1,555,446) {1,741,695) {1,741,695) {1,741,685) {1,530,132) {8,310,663)
Less: Loans - - - - (16,151,262} (16,151,262}
Net Proceeds 3,251,267 S 3,065018 5 3,065,018 ¢ 3,065018 S§ 12,338,269 $§ 24,784,590

Projected Cash available (shortfall) for Distributlon - Costello Estimate

Brett Lynette Alicia Andrea Estate Total
Proceeds From Sale 280,356 § 280,356 S 280,356 5 280,356 S 1,682,135 5 2,803,558
Less: Taxes (1,839,812} (2,059,961} {2,059,961) {2,059,961) (1,808,362) {9,828,057)
Less: Loans - - - - 609,822 609,822
Net (Shartfall) {1,559,456) $ {1,779,605) $ (1,779,605) § (1,779,605} § {126,228) $ (7.024,499)




Purchase Price

Less Attorney Fees
Less Commissions
Less Closing Costs
Prepayment Penalty
Net Proceeds

Cost Basis
A/D (Tax)
Net Tax Basis
Total Gain

743b Adj

Estimated Taxes on Gain

37% Ordinary

25% Recaptured 1250

20% 1231 (Capital)

3.8 Medicare Surcharge

8.8% NYS Income Tax

Total Taxes (Estimated)

Estimated Clinton Crossings Sale Results {Taxes)

{per 5/2019 analysis) {per 2/2018 analysis)
Reviewed Financials Bonadio
80,000,000 S 80,000,000
{275,000)
(1,125,000} (800,000)
(467,000) (500,000)
(1,072,577) (1,072,577)
77,060,423 S 77,627,423
57,506,033 S 59,938,665
(35,950,385) {30,982,314)
21,555,649 28,956,351
55,504,774 5 48,671,072
27,334,240 S 25,030,759
941,206 5 789,928
3,245,950 2,724,074
2,528,587 2,157,566
633,307 558,747
2,479,007 2,080,348
9,828,057 S 8,310,663




Clinton Crossing
Estimated Basis

Taotals GVA Andren Tyler Dov Alicla Lynette Janine Maria Camoron
Cost Basis 56,831,281 4,649,588 14,288,523 10,190,628 3,322,511 4,359,082 7,099,194 4,760,924 8,046,107 114,497
Intangible Asset {Net Basis) 674,750 65,971 79,320 17,234 170,553 341,672
Accumulated Depreclation {35,950,385) {3,807,095} 7,560,610} (6,102,725} 12,349,197} (2,354,211} {4,536,221) {3,330,642) {5,909,483)

521,555649 5 908,464 56807233 54087903 5§ 973,144 52,004,871 52580407 51600835 5247879 5 114,497

Remaining 74 3h Ad] $ 27,334,240 12,809,001 4,000,645 983,000 2,590,001 3984000 1,674,162 1,293,412

(1)
ESTATE OF AIC $ 24,359,360 16,468,512 946,905 101,988 3,202,003 1685256  1,93¢,108 {141,720) 68,698
BRETT COSTELLO S (1069950} 885,889 (1621} (183,280} (807,788} {501,008) {238359)  {235.853) 11,450
ANDREA DILIBERTO S 11,026,140] 920,882 (1L619) (183,280}  (807,079)  {492303)  (238361) (235,829 11,450
LYNETTE WARD S {1,037,369) 909,690 (L621) (183279}  (807,085)  {492,304)  (238,363)  (235,356) 11,440

ALICIA COSTELLO-SMITH TI,OST,US'I) 504,010 {15,622) {183,281) {807,084} {492,302) (238,360) {235,848} 11,450
I ————
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Kim Hale
[=_— - % _ C_ZR N — BT e e e e ——— S —

From: Mike Townsend

Sent: Friday, June 21, 2019 11.00 AM

To: Brett Costello

Cc Kim Hale

Subject: FW: Sale of Clinton Crossings

Attachments: CLINTON CROSSINGS EQUITY ANALYSIS(1006361.1)-C1.xIsx

From: Richard M. Beers <RBeers@phillipsiytle.com>

Sent: Thursday, June 20, 2019 5:41 PM

To: Mike Townsend <mtownsend@thecostellogrouplic.com>
Subject: FW: Sale of Clinton Crossings

Mike: FYI.

From: Richard M. Beers

Sent: Thursday, June 20, 2019 1:57 PM

To: 'ehourihan@bsk.com' <ehourihan@bsk.com>; 'Frank B. lacovangelo' (Franklacovangelo@GalloLaw.com)
<Franklacovangelo@GallgLaw.com>

Cc: 'sdonato@bsk.com' <sdonato@bsk.com>

Subject: Sale of Clinton Crossings

Ed and Frank: | have attached an analysis of the potential net proceeds arising from the sale of Clinton Crossings. This
analysis assumes that M&T will be paid in full for the debts owed by the owners of Clinton Crossings (which debt is
secured by a mortgage on much of City Gate). | am making that assumption based on the likelihood that M&T will obtain
a money judgment in the amount of $18,618,059,58 prior to closing. Even if M&T were not able to obtain a money
judgment, the companies would not be able to distribute the sale proceeds to the members before paying such debt.

For purposes of the analysis, | initially allocated the M&T debt evenly among the five borrower companies. As there will
not be sufficient proceeds from the sale of Buildings F and G to pay the fully allocated share, | allocated all of the net
proceeds for such buildings to M&T and reallocated the balance among the remaining three companies.

Under this analysis, there are not sufficient proceeds from the sale of Building F to pay that company's obligations to
both M&T and Northwest {The Reserve debt). As long as Northwest does not obtain a money judgment against the
owner of Building F, the Northwest debt does not present an obstacle to closing on Clinton Crossings. Your clients should
be reminded to advise you in the event they receive any pleadings relating to an action by Northwest. Northwest will
continue to have a claim against the estate under Anthony’s personal guarantee.

This analysis does not include the payment of any attorneys fees or my fee. It also does not reflect any other debt owed
by the various companies. The tax and mortgage amounts are reasonably accurate but subject to adjustment.

One of the obvious conclusions from this is that not only will the four siblings likely receive substantial cash from this
transaction, but the retirement of the M&T debt makes the City Gate project a viable source of future cash.

| am happy to discuss.



MORTGAGE PURCHASE PRICE DISTRIBUTABLE

SBL REAL PROPERTY TAXES DUE BALANCE TOTAL LIENS ALLOCATION EQUITY COMMISSIONS TRANSFERTAX  NET PROCEEDS  MAET (1) NORTHWEST PROCEEDS
BUILDING OWNER DELINQUENT CURRENT
A MARIA 136.19-1-60.1 S 68,676.73 5 5,800,000.00 ] 58,000.00 5 23,200.00
B JANINE 136.19-1-60.6 S 162,551.63 S 4,100,000.00 5 41,000.00 5 16,400.00
C GVC 136.19-1-60.4 S 4499178 S 5,300,000.00 s 53,00000 5 21,200.00
A+B+C 5 5 276,220.14 $ 13,351,457.30 S 13,627,677.44 S 1520000000 S 157232256 § 152,00000 S 60,800.00 S 1,359,52256 N/A N/A S 1,359,522.56
D ANDREA 136.19-1-61.1 S . s - $ 11,387,190.00 S 11,387,190.00 5 15280,000.00 5 6,892,81000 5 182,B0000 $S 73,120.00 5 6,636,890.00 54,635,389.97 N/A 5 2,001,500.03
E TYLER 149.07-1-362 $ 399,41535 $ 326,72494 S 7,179,869.00 $ 7.906,009.29 S 16400000.00 5 B8,493,930.71 $ 164,000.00 5 65,60000 S 8,264,390.71 54,635,389.97 N/A 5 3,629,000.74
F (BLANK) 14007-1-6.1 § 16802016 S5 121,22916 S 2,693,64300 S 2,982,897.32 5 4,800,000.00 S 1,817,10268 5 48,00000 & 19,200.00 S 1,749,902.68 $1,749,902.68 50.00 50.00
G ALICIA 149.07-1-6.2 § S $ 3,742,81300 5 3,742,813.00 5 680000000 S 3,057,187.00 % 68,000.00 5 27,20000 S 2,961,987.00 $2,961,987.00 N/A 50.00
H LYNETTE 149.07-1-6.311 5 - S $ 7,097,889.00 5 7,097,889.00 5 14,620000.00 S 752211100 5 146,200.00 5 58,480.00 S 7,317,431.00 $4,635,389.97 N/A S 2,682,041.03
1 CAMERON 136.19-1-64.1 S 16,131.43 &  12,22545 § 5 28,356.88 5 20000000 5 171,643.12 & 2,000.00 S 80000 S 168,843.12 N/A N/A S 168,843.12
TOTAL LIENS $ 583,566.94 $1,012,619.83 $ 45,452,866.30 5 46,772,832.93 5 76,300,000.00 $ 29,527,167.07 S 763,000.00 $ 305,200.00 $18,618,059.59 s 9,840,907.48
{1) M&T debt = 518,618,059.58



