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FILE NO. 121201 ' RESOLUTIO. 1O.

[Finding of Fiscal Feasibility - Moscone Center Expansion Project]

Resolution finding that a project proposed by the City to expand and renovate the
North and South exhibit halls of the Moscone Convention Center, including
reconfiguring the‘ North and South exhibit halls to create additional contiguous exhibit
space, a new ballroom, new ioading and building service space, and improvements to
the l_andsbaping, urban design, and public realm, within and adjacent té the North and
South exhibit halls, is fisdally feasible and responsible under Administrative Code,

Chapter 29.

WHEREAS, The Successor to the San Francisco Redévelopment Agehcy (the
‘Agency”) owns and the City and County of San Francisco (the “City”) leases from the Agency
approximately 5 acres located at 720 Howard-Street, which is currently improved with the
North exhibit hall of the Moscone Convention Center (“Moscone North”), and approximately
10 acres located at 747 Howard Street, which is the South exhibit hall (“Moscone South”) of
the Moscohe Convention Center; and

WHEREAS, The City, with the authorization of the Agency, and acting through ifs
Departmént of Public Works (“DPW") and Office of Economic and Workforce Development
(“IOEWD”), and the San Francisco Tourism Improvement District Management Corporation
(“SFTIDMC?”), in its capacity as owners association-on behalf of the San Francisco Tourist
Improvement District (“TID”), proposes to build, finance and operate a development project
consisting of the renovation and expansion of Moscone North and Moscone South (the
“Project”). |

WHEREAS, The Project would reconfigure Moscone (North and Moscone South to

create up to 550,000 square feet 6f contiguous exhibit space, which would be accomplished

Mayor Lee
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by connecting existing spéce within the center, and constructing a new 35,000 to 75,000
gross square foot ballroom, up to 200,000 square feet of new convention and meeting space,
and up to 100,000 square feet of loading and building service space, and

WHEREAS, The Moscone Center contributes significantly to the City’s economy,
generating $1.8 billion in spending in the City in 2011 from persons attending meetings,
conventions and trade shows, and

WHEREAS, The Mbscone Cente»r is the smallest among 13 convention centers with
which it is most competitive, and convention centers in at least two cities, Los Angeles and
San Djego, have completed expansion or are in the process of expanding, while at least one,

Las Vegas, is putting substantial ’capital into renovating the public spaces in and around its

convention center; and

WHEREAS, The Moscone Center has reported record attendance in recent years,
compouhding the need for additional space, as San Francisco ranks particularly favorably
among international convention attendees due to the large amount of direct air service to San
Francisco International Airport, particularly from countries in Asia; and

WHEREAS, Meeting planners have reported that the current lack of contiguous space
is a serious detriment to their ability to book Moscone Center and San Francisco, which has
resulted in a loss of approximately $2 trillion in direct spending as a result of lack of available
space for conventions with dates between 2010 and 2019, as these events instead booked
convention centers in Chicago, Las Vegas, San Diego and other cities, taking with them
delegate spending, tax revenue and other economic impact; and

WHEREAS, The Moscone Expansioh Project will be financed via a partnership
between the tourist. hotel community and the City, with the tourist hotels Iocated within the

proposed Moscone Expansion District (the “Distribt") paying their share of expansion-related

Mayor Lee '
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costs out of sbecial tax assessments, and the City paying its share of expansion-related costs
out of general fund revenues or other funds and sources; and

» WHEREAS, The District and City would each pledge revenues to pay principal, interest
and related financing costs on payments of any bond, financing lease (including certificates of
participation), ‘or other similar obligations of the City that will be issued to facilitate the
expansion, and based on this shared-cost scenarid; and

WHEREAS, The City is expected to derive significant economic benéfits in return for its

financial commitment, as the Moscone Center Expansion Project would generate construction

jobs, and additional economic activity in the form of increased spending for local businesses

~and increased tax revenue for the City; and

WHEREAS, Administfative Code Section 29.2 requires that, before submitting an

- environmental evaluation application (an “Environmental Application”) to the Planning »

Department under Administrative Code Chapter 31 and the California-Environmental Quality
Act, Public Resources Code Sections 21000 and Guidelines for Implementation of the
California Environmental Quality Act, Title 14, Division 6 Chapter 3 of the California Code of

Regulations (collectively,“CEQA”) related to the proposed Project, the sponsoring City

department must procure from the Board of Supervisors a determination that the plan to

undertake and implement the proposed Project is fiscally feasible and responsible; and
WHEREAS, Because the cost to construct the Project will exceed $25 million, the
proposed Project is subject to the process set forth in Administrative Code Chapter 29 for the
Board of Supervisors to determine whether the Projeét is fiscally feasible and responéible; énd
WHEREAS, The Mayor's Office on Economic and Workforce Development has
prepared a fiscal feasibility analysis for the broposed Project, which meets the requirements of .

Administrative Code Chapter 29.1 (the “Fiscal Feasibility Report”), which report is on file with

Mayor Lee :
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the Clerk of the Board of Supervisors in File No. 121201 , and is hereby incorporated by this
reference as part of the Resolution as if fully set forth herein; and

WHEREAS, The Fiscal Feasibility Report shows that the Project would generate
substantial fiscal benefits for the City, including thousands of jobs and tens of millions of
dollars a year in tax and other revenues; and

WHEREAS, Under Administrative Code Section 29.3, DPW, OEWD, and TID have
submitted to the Board of Supervisors a general description of the proposed Project_, the
general purpose of the proposed Project, and preliminary fiscal plan that consists of the Fiscal
Feasibility Report; and

WHEREAS, The Board of Supervisors has reviewed and considered the general
description of the proposed Project, the general purpose and intended public benefits of the
proposed Project, the Fiscal Feasibility Reporf and other information submitted to it in
connection wfth the Project and has considered: (1) the direct and indirect financial benefits-
of the Project to the City, including to the extent applicable cost savings or new revenues,
including tax revenues, generated by the proposed Project; (2) the esﬁmated costs of
construction for the proposed Project; (3) the anticipated available funding sources for the
proposed Project; (4) the long-term operating and maintenance costs of the proposed Pro;ect
and, (5) the debt Ioad to be carried by the City and the Dlstrlct now, therefore, be it

RESOLVED, That the Board of Supervisors finds that the plan to undertake and
implement the proposed Project is fiscally feasible and responsible under San Francisco
Administrative Code Chapter 29; and, be it

FURTHER RESOLVED, That under San Francisco Administrative Code Chapter 29,
the Environmental Applica’_tion for the Project may now be filed with the Planning Department
and the Planning Department may undertake environmental review of the proposed Project as

required by Administrative Code Chapter 31 and CEQA; and, be it

Mayor Lee
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FURTHER RESOLVED, That the City will conduct environmental review of the
proposed Project under CEQA and nothing in this resolution approves or implements the
proposed Project or any of its related fac}ilities, grants any entitlements for the proposed
Project or includes any determination as to whether the City should approve the proposed
Project; nor does adoption of this resolution foreclose the possibility of considering
alternatives to the proposed Project, adopting mitigation measures or deciding not to approve
the proposed :Project after conducting appropriate environmental review under‘CEQA. Any
development of the Project shall be conditioned on the receipt of all required regulatory
approvals, including, but not limited to, approvals from vaﬁous City and State regulatory
agencies with jurisdiction, following completion of the CEQA process, including required public

review.

Mayor Lee
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BUDGET AND FINANCE COMMITTEE MEETING ' ] JANUARY 30, 2013

ltems 5,6 and 7 - Departments:
Files 12-1201, 13-0016 Department of Public Works (DPW)
and 13-0015 Office of Economic and Workforce Development (OEWD)

Convention Facilities Department , General Services Agency

Legislative Objectives

* Resolution (File 12-1201) finding that the proposed expansion of the North and South
exhibit halls in Moscone Convention Center is fiscally feasible and responsible in
accordance Wlth Administrative Code Chapter 29.

e Ordinance (File 13-0016) authorizing execution of Certlﬁcates of Partlelpatlon (COPs) not
to exceed $507,880 ,000 to finance the expansion of Moscone Convention Center; approving
the form of the Trust Agreement; authorizing the selection of the Trustee; approving
respective forms of a Property Lease and a Project Lease; authorizing the execution and -
delivery of Assessment Notes payable from Moscone Expansion District assessments to
further secure principal, premium and interest evidenced and represented by the Certificates;
granting general authority to City officials to take necessary actions; approving
modlﬁcatlons to documents and agreements and ratifying previous actions taken.

e Ordinance (F11e 13-0015) appropriating $507,880,000 of Certificates of Participation
(COPs) proceeds to fund the Moscone Center Expansion Project in the General Services
Agency, Office of the City Administrator for FY 2012-13 and placing these funds on
Controller’s Reserve pending issuance of the COPs or associated commercial paper used for
cash flow purposes in FY 2012-13. :

Key Points

* Administrative Code Chapter 29 requires that certain development projects be submitted to
the Board of Supervisors for approval of the project’s fiscal feasibility prior to submitting
the project to the Planning Department for environmental review. The finding that the
proposed expansion of Moscone Convention Center is fiscally feasible does not commit the
Board of Supervisors to future approval of environmental findings under the California
Environmental Quality Act (CEQA).

e Moscone Convention Center ('Moscone North, South and West) currently includes a total of
1,043,000 gross square feet, which is proposed to increase to 1,414,000 square feet, an
increase of 371,000 square feet, or 35%, at an estimated cost of up to $500 million, which
would include (a) demolition of a portion of the existing support building at 3™ and Howard
Streets and replacement with a larger building, (b) excavation and reconfiguring of the
North and South halls to create additional contiguous exhibit space, (c) elimination of the
front driveways for expanded useable space on Moscone North and South,.and (d)
improvements to the landscaping, streetscape and urban design. -

e On November 20, 2012, the Board of Supervisors approved a Resolution of Intent (File 12- -
~ 0989; Resolution 416-12) to form a new 32-year Moscone Expansion District (MED) and
levy hotel assessments to support the proposed $500 million expansion of Moscone, which

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
5,6&7-1



BUDGET AND FINANCE COMMITTEE MEETING ’ . JANUARY 30, 2013

will be considered by the Board of Supervisors on FebfuaryS, 2013, as a Committee of the
Whole (File 13-0043), after the results of the hotel’s election are determined. »

‘ Fiscal Impacts

* The not to exceed $500 million for the Moscone Expansion Project, with debt financing
costs, is estimated to cost a total of $1,105,915,860, including (a) $5,238,860 of available
General Funds, (b) $82,625,000 of available MED funds, (c) $21,536,000 for furniture,
fixtures, equipment and additional rental costs, and (d) $996,516,000 for Certificates of
Participation (COPs) total debt service (principal and interest). .

o The total estimated $996,516,000 COPs debt service includes $483,695,000 of principal and
$512,821,000 of interest based on a conservative 6% interest rate over 30 years, or an
average annual debt service cost of $35,590,000. The COPs would be issued in 2017,

» The total $996,516,000 Moscone Convention Center Expansion COPs principal and interest
cost would be repaid with (a) a conservatively estimated $699,212,000 from annual MED
assessments from 2013 through 2045 assuming a 1.25% hotel assessment rate in Zone 1 and
a .3125 hotel assessment rate in Zone 2, and (b) a total of $297,304,000 of annual City
General Fund contributions from 2019 through 2047, ranging from - $8,200,000 to
$10,700,000 per year. ,

* The proposed expansion of Moscone would: (1) yield annual additional tax revenues to the
City of approximately $5.8 million in FY 2017-18 and up to $7.6 million in FY 2021-22; (2)
generate an estimated 2,408 to 3,407 new one-time construction jobs and up to 945 ongoing,
permanent jobs by FY 2021-22; (3) provide an estimated $382 million in construction
expenditures, or an estimated $1,030 per square foot for 371,000 additional square feet; (4)
be financed with $82,625,000 of available hotel assessment fees and $5,238,860 of available
City General Funds, or approximately 8% of the total $1,105,915,860 project costs; (5)
increase Moscone’s ongoing maintenance and operating costs by approximately $1.3 million
annually, to be paid by the City’s General Fund; and (6) result in $996,516,000 COPs
principal and interest expenses to be repaid with (a) conservative $699,212,000 from MED
hotel assessments from 2013 through 2045, and (b) $297,304,000 of General Fund
contributions from 2019 through 2047, ranging from $8,200,000 to $10,700,000 per year.

* The proposed fiscal feasibility is predicated on receiving an estimated total of $699,212,000 -
from the annual MED hotel assessments from 2013 through 2045 to fund the proposed
Moscone Expansion Project, such that the proposed Moscone Expansion Project is not
fiscally feasible without these additional annual hotel assessments. However, the decision to
establish the MED and levy these additional hotel assessments will not be determined until
February 5, 2013, when the ballots are tabulated and the Board of Supervisors sits as a
Committee of the Whole.

Recommendations

* Amend the proposed resolution (File 12-1201) and the two proposed ordinances (Files 13-
0016 and 13-0015) to add a Further Resolved clause that the Board of Supervisors finds the
proposed Project is fiscally feasible and responsible subject to the approval by the Board of
Supervisors to create and levy the associated MED hotel assessments (File 13-0043) on
February 5, 2013, when the Board of Supervisors will consider this matter.

» Approve the proposed resolution and ordinahces, as amended.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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MANDATE STATEMENT

Chapter 29 of the City’s Administrative Code requires Board of Supervisors approval of certain
projects to determine the project’s fiscal feasibility’ prior to submitting the project to the
Planning Department for environmental review if (a) the project is subject to environmental
review under the California Environmental Quality Act (CEQA), (b) total project costs are
estimated to exceed $25,000,000, and (c) construction costs are estimated to exceed $1,000,000.

Chapter 29 specifies five areas for the Board of Supervisors to consider when reviewing the
fiscal feasibility of a project, including the (1) direct and indirect financial benefits to the City,
(2) construction costs, (3) available funding, (4) long term operating and maintenance costs, and
(5) debt load carried by the relevant City Department. Chapter 29 also limits the definition of
“fiscal feasibility” to mean only that the project merits further evaluation and environmental
review. :

Charter Section 9.118 requires any agreement with a term of more than ten years or
expenditures of more than $10,000,000 be subject to approval by the Board of Supervisors. The
proposed issuance of not to exceed $507,880,000 Certificates of Participation requires the City
to enter into an agreement which exceeds ten years and $10,000,000. In addition, Charter
Section 9.105 requires that amendments to the Annual Appropriation Ordinance be approved by
ordinance of the Board of Supervisors, subject to the Controller certifying the availability of
funds.

BACKGROUND

Moscone Convention Center\

The George Moscone Convention Center (Moscone) was originally constructed in 1981 as a -
single 300,000 square foot convention facility on Howard Street, which is now known as .
Moscone South between 3™ and 4% Streets, adjacent to Yerba Buena Gardens. Moscone
expanded in 1992 with the addition of Moscone North and the Esplanade Ballroom and again
expanded in 2003 with the addition of Moscone West and now encompasses over 20 acres of
convention facility space on three adjacent blocks, as shown in Figure 1 below. Renovations of
Moscone were recently completed in May of 2012, which included restroom, lobby and kitchen
renovations, digital and telecom upgrades, elevator and escalator improvements, and new
carpeting, painting and lighting at a cost of $56 million.

Moscone West curréntly includes a total of 774,000 gross square feet, comprising 380,154
square feet of rentable space plus 393,846 square feet of support space, which is not proposed to
_ change under the proposed Moscone Expansion Plan. Moscone North and South currently

! Chapter 29 excludes various types of projects from the fiscal feasibility requirement, including (a) any utilities
improvement project by the Public Utilities ‘Commissjon, (b) projects with more than 75 percent of funding from the
San Francisco Transportation Authority, and (c) projects approved by the voters of San Francisco.

SAN FRANCISCO BOARD OF SUPERVISORS _  BUDGET AND LEGISLATIVE ANALYST
N 5,6&7-3 '
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includes a total of 1,043,000 gross square feet, comprising 583,135 square feet of rentable space
plus 459,865 square feet of support space. Moscone North and South rentable space includes:

o 28,800 square feet of lobby area;

e 260,560 square feet bf contiguous exhibit space in Moscone South;
o 138,684 square feet of exhibit spéce in Moscone North;

o 42,675 sduare feet of ballroom space at 3™ and Howard; and

e 112,416 square feet of meeting and flexible space in over 100 meeting rooms.

Figure 1: Map of Moscone Convention Center
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Source: Moscone Convention Center website,

Moscone is owned by the City and County of San Francisco and the Office of Community
Investment and Infrastructure (the successor agency the San Francisco Redevelopment Agency).
The Convention Facilities Department within the General Services Agency operates and

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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maintains Moscone through contracts with (a) San Francisco Travel® to promote the City as a
destination for conventions, meetings and tradeshows, and (b) Moscone Joint Venture?®, a private
firm to manage the daily operations of Moscone.

Current Moscone Capital Expenses

Ms. Nadia Sesay, Director of the Office of Public Finance advises that, in order to pay for the

Initial construction of Moscone North and South, the former San Francisco Redevelopment
Agency (SFRA) issued lease revenue bonds and to finance the construction of Moscone West,
the City issued lease revenue bonds. Both the SFRA and the City subsequently refunded these
initial lease revenue bonds, such that, as shown in Attachment I, the current long term Moscone
obligations total approximately $370.4 million for the City. According to Ms. Sesay, the City is
currently paying a total of approximately $30 million annually through 2019 declining to
approximately $11 million through final maturity in 2030 from dedicated ‘Hotel Tax revenues to
repay these long term debt obligations related to Moscone.

In addition, as noted above, in May of 2012 the City completed a $56 million renovation of
Moscone. Of the $56 million, $21 million was funded with Tourism Improvement District (TID)
hotel assessments and $35 million from City General Funds. Ms. Sesay advises that the City
used available funds, and issued commercial paper to find the balance of these renovation costs,

. such that the City will be issuing an anticipated $45.5 of COPs to refund the commercial paper,
to be repaid with an estimated $8.2 million annual General Fund contribution through 2018.

Proposed Expansion of Moscone Convention Center

According to Mr. John Noguchi, Director of the Convention Facilities Department, the existing
three-building configuration of Moscone is effectively filled to capacity and cannot
accommodate many of the existing convention market needs. As a result, Mr. Noguchi reports
that it is difficult to retain or significantly grow the San Francisco convention market, without
providing additional contiguous exhibition space and additional meeting rooms. Based on
surveys conducted by the Moscone Joint Venture of the corporate convention users, medical and
financial associations, as well as tradeshows, the Convention Facilities Department, working
with the Office of Economic and Workforce Development, the Department of Public Works and
the Controller’s Office of Public Financing is proposing an estimated up to $500 million
expansion of Moscone to: : ’

? San Francisco Travel, previously known as the San Francisco Convention and Visitors Bureau, is a nonprofit
organization which currently has an annual $1.2 million agreement with the City to promote San Francisco as a
premier destination for conventions, meetings, events and leisure travel, funded through Grants for the Arts Hotel
Tax revenues and the Office of Economic and Workforce Development General Fund revenues.

* Moscone Joint Venture, a private consortium of Spectator Management Group (SMG), currently has an eight-year
agreement with the City, which extends through June 30, 2017, to manage the day-to-day operations of Moscone
Convention Center at a FY 2012-13 budgeted cost of $28,481,068, paid by the City’s General Fund.

SAN FRANCISCO BOARD OF SUPERVISORS : BUDGET AND LEGISLATIVE ANALYST
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e increase the overall gross square footage from 1,043,000 to 1,414,000, an increase of
371,000 square feet, within the existing Moscone perimeter;

e demolish a portion of the existing Esplanade building at 3™ and Howard Streets and
construct a new 4-story building, including 4 new lobby, multipurpose meeting rooms,
ballrooms and support spaces above ground;

» demolish the existing Moscone South lobby and replace with a new 2-story building that
eliminates the front driveway area and provides an enlarged lobby, meeting rooms,
ballroom, circulation and support space;

s expand Moscone South and Moscone North by excavating additional areas under-
Howard Street and retrofitting existing lower level support space to create enlarged
contiguous exhibition spaces; ‘

e eliminate front drivewaj/ area to convert Moscone North with new expanded lobby;

e construct a new foot access bridge across Howard Street to provide public and internal
access between Moscone North and South buildings; and

‘e enhance Moscone’s physical interface with the surrounding area by providing
improvements to the landscaping, urban design and streetscape.

Exnstmg Tourism Improvement Dlstrlct (TID)

In 2008, the Board of Supervisors working with the City’s hotel community, approved als -year
Community Benefit District, entitled the San Francisco Tourism Improvement District (TID), to
authorize 0.75% to 1.5% assessments on all tourist hotel room revenues received from January
1, 2009 through December 31, 2024 in two separate zones, as shown in Table 1 below (File 08-
1517). The revenues generated from these hotel assessments were specifically designated to San
Francisco Travel for the (a) promotion of San Francisco as a tourism destination, (b) renovation
- of Moscone, which was completed in May of 2012, and.(c) exploration of potential expansion of
Moscone. While the collection of hotel assessment revenues for the promotion of San Francisco
as a tourism destination will continue through December 31, 2024, the assessment revenues
dedicated to the renovation of Moscone and the potential expansion of Moscone will terminate
on December 31, 2013.

SAN FRANCISCO BOARD OF SUPERVISORS . BUDGET AND LEGISLATIVE ANALYST
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Table 1: Existing Tourism Improvement District (TID) and Proposed Moscone Expansion
District Assessment Rates '

Existing Tourism Improvement District Zone 1* ~ Zone?2®
. Years 1-5 » 1.5 % of gross revenues | 1% of gross revenues
"(January 1, 2009 — December 31, 2013) -
: Years 6-15 1% of gross revenues 0.75% of gross
(January 1, 2014 — December 31, 2024) g revenues

. Proposed Moscone Expansion District

Commencement of the Assessment (no
earlier than July 1, 2013) - December 31,
2013

0.5 % of gross revenues | 0.3125%  of gross
revenues

January 1, 2014 — 32 Years-from

.259 31259
Commencement of the Assessment 1.25% of gross revenues 0.3125% of gross

revenues
(approximately June 30, 2045)

Total Assessments on Hotels in Districts

: . 2.0% of gross revenues 1.3125% of gross
Prior to December 31, 2013 . , revenues

2.25% of gross revenues 1.0625% of gross
January 1, 2014 — December 31, 2024 ' ’ revenues

1.25% of gross revenues |  0.3125% of gross
January 1, 2025 — June 30, 2045 _ revenues

Proposed Moscone Expansion Dlstrlct (MED)

On November 20, 2012, the Board of Supervisors, again working with the City’s hotel
commumty, approved a Resolution of Intent (File 12-0989; Resolution 416- 12) to form a new
32-year Moscone Expansion District, including adopting the Management District Plan, -
approving assessment ballots, hotel assessment rates, budgets, allocation of funds, governance
structure and scheduling a public hearing to be held on this matter. Table 1 above shows the

‘Zone 1is deﬁned as all tourist hotels on or east of Van Ness Avenue or South Van Ness Avenue and north of 16Lh
Street from South Van Ness to the Bay,

5 Zone 2 is defined as all tourist hotels west of Van Ness Avenue and South Van Ness Avenue and tourist hotels
south of 16% Street.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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proposed dates and rates of assessments on hotel gross revenues for the proposed Moscone
Expansion District, and the total assessments from both the existing Tourism Improvement
District and the proposed Moscone Expansion District over time. Revenues generated by the
proposed additional hotel assessments over the proposed 32-year period would be used to
support the proposed $500 million expansion of Moscone. ' ' :

The Department of Elections sent ballots to all tourist hotels in the City subject to the proposed
Moscone Expansion District assessments on December 7, 2012. All ballots are due back by
February 5, 2013. On February 5, 2013, the Board of Supervisors will sit as a Committee of the
Whole and hold a public hearing on a resolution (File 13-0043) to establish the Moscone
Expansion District, levy assessments against defined hotel businesses located in that District for
' 32 years, provide for the determination, imposition, collection and enforcement of the
assessments and making environmental findings. After this public hearing is closed, the
Department of Elections will tabulate the hotel ballots, and if the results are positive, the Board
of Supervisors could approve the establishment of the Moscone Expansion District and levying
the proposed hotel assessments. If the assessments are approved by a weighted majority of the
hotels, and by the Board of Supervisors under the proposed legislation (File 13-0043), as shown
in Table 1 above, the Moscone Expansion District could commence imposing assessments as
early as July I, 2013. ’

On January 23, 2012, the Budget and Finance Committee held a hearing of persons interested in
or objecting to the proposed establishment the Moscone Expansion District and ordering the levy
and collection of assessments of hotel properties in the District (File 12-1230).

Status of the Moscone Expansion Project

According to Mr. Brook Mebrahtu, Senior Project Manager for the Department of Public Works
- (DPW), the Moscone Expansion Project would be overseen and managed by the Department of
Public Works. Mr. Mebrahtu advises that the existing Tourism Improvement District (TID),
working with the City in early 2012, issued a Request for Proposals (RFP), to complete the
design for the proposed Moscone Expansion Project. Mr. Mebrahtu advises that seven
architectural firms responded and based on qualifications five firms were interviewed® and a
panel that included City and TID representatives evaluated the proposals and selected Skidmore
Owens and Merrill (SOM) to complete the design using hotel assessment funds, with the initial
phase, conceptual design, at a cost of $1.4 million. SOM is currently completing this conceptual
 design phase, which extended from May 2012 through January 2013.

Mr. Mebrahtu advises that in 2012, the City again working with the TID, issued a RFP for a
Construction Manager/General Contractor (CMGC) to oversee the management and
construction of the Moscone Expansion Project. According to Mr. Mebrahtu, the TID received
five bids’, and based on a similar evaluation process, on January 10, 2013, the TID awarded a
$4.1 million initial pre-construction agreement to WebCor. Pre-construction activities are

8 The five design firms interviewed were (1) HOK/Populous, (2) Fentress/Kwan Henmi, (3) Gensler/Michael Willis,
(4) Heller Manus/Woods, and (5) SOM/Cavagnero. .

7 The five CMGC bids were from (1) Suffolk/Turner Construction, (2) Clark Construction, (3) Hunt Construction,
(4) Hathaway Dinwiddie, and (5) WebCor.
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anticipated to extend for 23 months from January 2013 through November 2014. Construction is
then anticipated to extend for 38 months from December 2014 through February 2018, The

. overall Moscone Expansion Project is estimated to cost up to $500 million, with approxnmately
$360 million for construction costs.

According to Mr. Mebrahtu, completion of the Moscone Expansion Pro_]ect will be phased in
order to minimize the disruption of operations of Moscone convention activities during the
construction. In this regard, Mr. Mebrahtu advises that the first phase would include demolition
of a portion of the existing Esplanade building at 3™ and Howard Streets in order to construct a
new 4-story building, which would include a new lobby, multipurpose meeting rooms,
ballrooms and support spaces above -ground, which could be.used while other portions of -
Moscone North and South are under construction. Mr. Adam Van de Water of the Office of
Economic and Workforce Development (OEWD), notes that there is a 3-week window in late
December 2014 to early January 2015, when no activities are scheduled at Moscone, such that
this timeframe is critical to undertake major construction work on Moscone, in order to
minimize the impact on Moscone revenues, operations and to complete construction on time.

DETAILS OF PROPOSED LEGISLATION

File 12-1201: Resolution finding that the proposed expansion and renovation of the North and
South exhibit halls in the Moscone Convention Center, including reconfiguring the North and
South exhibit halls to create additional contiguous exhibit space, a new ballroom, new loading
and building service space and improvements to the landscaping, urban design and public realm,
within and adjacent to the North and South exhibit halls, is fiscally feasible and responsible
under Administrative Code, Chapter 29.

File 13-0016: Ordinance authorizing the execution and dehvery of Certlﬁcates of Partrcrpatron
(COPs) evidencing and representing an aggregate principal amount not to exceed $507,880,000
to finance the costs of additions and improvements to the George R Moscone Convention Center;
approving the form of Trust Agreement. between City and Trustee; authorizing the selection of
the Trustee by the Director of Public Finance; approving respective forms of a Property Lease
and a Project Lease, each between the City and the Trustee for the lease and lease-back of all or a
portion of the Moscone Center, including the Moscone Expansion Project to be constructed
thereon; authorizing the execution and delivery of Assessment Notes payable from Moscone
Expansion District assessments to further secure principal, premium, if any, and interest
evidenced and represented by the COPs; granting general authority to City officials to take
necessary actions in connection with this authorization, issuance, sale and delivery of the COPs
and the Assessment Notes; approving modifications to documents and agreements and ratlfyrng
previous actions taken in connection therewith. '

File 13-0015; Ordinance appropriating $507,880,000 of Certificates of Participation (COPs)
proceeds to fund the Moscone Center Expansion Project in the General Services Agency, Office
of the City Administrator for FY 2012-13 and placing these funds on Controller’s Reserve
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pending issuance of the COPs or assocxated commerc1al paper used for cash flow purposes in FY'
2012-13.

MAJOR PARAMETERS

Table 2 below, prepared by the Budget and Legislative Analyst, summarizes the major
parameters of the proposed Moscone Convention Center Expansion Project, incorporating
provisions of the proposed resolution (File 12- 1201) and the two proposed ordinances (Files 13-
0015 and 13-0016):

Table 2: Summary of Proposed Moscone Expansion Project

Total Project Cost - Up to $500,000,000

- Request for up to $507,880,000 City Certificates of Participation (COPs);

- City expects to issue $483,695,000 of COPs in Spring, 2017, with additional
authorization to allow for fluctuations in interest rates and related reserve
funds from time authorized by Board of Supervisors until actual issuance;

- City anticipates issuing interim commercial paper to pay preliminary project
costs as expenditures are incurred for design, planning and permitting.

Term of COPs - 30 Years, from 2017 through 2047

- Agreement provides for terms of COPs, such as prepayment, default, and
- other administrative provisions;

- Director of Public Finance would select third-party trustee based on lowest
fees, and other criteria, based on competltlve request for proposal or
negotlatlons

- City makes annual base rental payments to third-party trustee in amounts

. required to repay the COPs;

- Third-party trustee holds proceeds from the sale of COPs, administers-and
disburses COP payments for costs incurred for the Moscone Expansion
Project and enforces covenants and remedies, in event of default by City;

- After COPs are fully repaid, trustee agreement would terminate.

. - City would lease a portion of City-owned Moscone property, including the
Property Lease expansion project, to third-party trustee.
- After COPs are fully repaid, property lease would terminate.

-+ City would lease-back the leased property (Moscone), together with the
proposed Moscone expansion improvements that are financed with the
proceeds from the COPs, from the third-party trustee.

- After COPs are fully repaid, project lease would terminate.

Debt Financing .

Third-Party Trustee
Agreement

Project Lease

- Issuance of Assessment Notes in an amount not to exceed the authorized
COPs to validate (a) formation of the hotel assessment district, and (b) levy
hotel assessments, to ensure that debt service is repaid primarily from
assessments levied on hotels in the Moscone Expansion District and not the
City’s General Fund, in accordance with the District Management Plan.

City Capital - $1,700,000 in FY 2012-13 for pre-development costs;

Assessment Notes

¥ Ms. Sesay advises that whether a competitive request for proposal or negotlated agreement is completed will be
based on market conditions at the time of issuance.
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$3,538,860 in FY 2013-14 for project management costs;
$8,200,000 in FY 2019-20, increasing 3% per year through FY 2028-29;
$10,700,000 annually for remainder of term, or through 2047.

Moscone Expansion
District Assessmerit
Contributions

87.5% of hotel assessments would be allocated to Moscone Expansion
Project, estimated to be approximately $17 million in FY 2013-14;
Percentage allocation to Project would decrease to 82.5% over time;
Over 32-year term of District, estimated to generate $829,073,000
contribution for Moscone Expansion Project although $699,212,000
estimated required contribution to repay the COPs.

Other Mosci 1¢
Expansion L strict

1% of assessments toward Capital Reserve for future renovations and
improvements of Moscone, which will increase to 6% over time;

9% for a Moscone Convention Incentive Fund, to attract conventions and
meetings to San Francisco, decreasmg to 8% over time;

Assessment -

Allocations 2.5% for administration of Moscone Expansion District and operatmg
contingency; :
1% beginning in 2018 for a Convention Sales and Marketing Fund.
City’s General Fund secures the repayment of the COPs;

Annual Debt Service City tesponsible to fund any annual shortfalls from the General Fund to

‘| Repayments and

Shortfalls

finance debt service, to be repaid from future annual hotel assessment
surpluses. Annual shortfall is defined as the FY debt service not covered by
(a) the MED allocation to debt plus (b) the City’s above-noted $8,200,000 -
$10,700,000 annual contributions.

‘Not to Exceed $500 Million for Moscone Expansion Project

Table 3 below summarizes the 'total not to exceed $500,000,000 budget for the Moscone
Expansion Project. Attachment II provided by Mr. Mebrahtu, provides additional detail on an .
initial preliminary $500,000,000 budget for the Moscone Expansion Project.

Table 3: Estimated Project Budget

Preconstruction, Construction, Demolition, Abatement - $388,246,465
Architecture, Engineering, Permits, Other Soft Costs 63,342,536
Site Control/Moving Expenses 1,800,000
Other Program Costs 33,780,000
Furniture, Fixtures and Equipment 12,831,000
Total Uses $500,000,000

Total Costs of the Proposed Moscone Expansion Project

As shown in Attachment III, provided by Ms. Sesay, DPW’s estimated cost of up to $500 million
for the five-year Moscone Convention Center Expansion, with.debt financing costs.included, is
projected to cost a total of $1,105,915,860, including (a) $5,238,860 of available General Funds,
(b) $82,625,000 of available MED funds, (c) $21,536,000 for furniture, fixtures, equipment and
additional rental costs, and (d) $996,516,000 for Certificates of Participation (COPs) total debt
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service, including issuance of the principal amount of $483, 695 000 COPs, with interest
expenses of an estimated $512,821,000. :

Certificates of Participation (COPs)
Table 4 below, provided by Ms. Sesay, summarizes the sources and uses of the estimated
$483,695_,000 COPs.

Table 4: Estimated Sources and Uses of Funds from COPs

Sources of Funds
Certificates of Participation (COPs) $483,695,000
Total Sources - $483,695,000
Uses of Funds
Project Fund ‘ ' $400,551,140
Controller’s Audit Fund _ : 798.610
‘Subtotal Project Fund Deposit $401,349,750
Debt'Service Reserve - 35,592,500
Capitalized Interest Fund thru 9/20/18 41,114,075
Other Costs of Issuance . 801,725
Other Underwriters Discount 4,836,950
Total Uses $483,695,000

Ms. Sesay advises that the estimated $483,695,000 COPs are anticipated to be issued in the
spring of 2017 for 30 years. Projected at a conservative 6% interest rate, the estimated
$483,695,000 of principal would result in $512,821,000 of interest expense over the 30 years, a
total of $996,516,000 or an average annual payment of $35,590,000: The proposed ordinance
(File 13-0016) would approve the issuance of a not-to-exceed $507,880,000 Moscone
Convention Center Expansion .COPs. The Budget and Legislative Analyst questioned the
additional ~authorization authority request totaling $24,185,000 ($507,880,000 less
$483,695,000). Ms. Sesay advises that the Office of Public Finance is requesting this additional
.authorization, which reflects a 5% increase more than the current estimated issuance amount, to
allow for fluctuations in interest rates and related reserve funds, including potentially significant
additional capitalized interest expenses depending on when the COPs are issued.

The proposed ordinance (File 13-0015) would also appropriate up to the total not-to-exceed
$507,880,000 of COPs proceeds to fund the Moscone Center Expansion Project and place these
funds on Controller’s Reserve pending issuance of the COPs or associated commercial paper
used for cash flow purposes in FY 2012-13. According to Ms. Sesay, the proposed appropriation
ordinance is being requested at this time in order to authorize the expenditures from the issuance
of commerecial paper in 2013 and allow expenditures from the subject hotel assessments.

Funding Sources and Amounts

As detailed-in Attachment I and summarized in Table 5 below, the total $996,516,000 Moscone
Convention Center Expansion COPs principal and interest cost would be repaid with (a) a
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conservatively estimated $699,212,000° or 70% from annual MED assessments from 2013
through 2045 assuming 87.5% of the assessments in 2013 declining to 82.5% of the assessments
by 2023 at a 1.25% hotel assessment rate in Zone 1'% and a .3125 hotel assessment rate in Zone
2, and (b) a total of $297,304,000 or 30% of annual City General Fund contributions from 2019
through 2047, ranging from $8,200,000 to $10,700,000 per year. Over the past five years, the
City’s General Fund has funded $8,200,000 annually for the Moscone Convention Center

~ renovations, which will continue through 2018.

Table 5: Certificates of Participation Anticipated Repayments

COPs Repayments ovef 30 Years Amounts Percent
MED Hotel Assessments $699,212,000 - 70%
| City General Fund . 297,304,000 | 30%
Tdtal COP Repayments | $996,516,000 | - 100%

As shown in Table 5 above, MED hotel assessments are assumed to cover $699,212,000 or 70%
of the total COP repayments. However, in accordance with the MED Plan, the MED hotel
assessments could generate a maximum allowable $5,766,814,000 over the 32-year term of the
district, which assumes 10% annual increases. However, such 10% annual increases are not
projected to occur, such that the actual collections are likely to be considerably less.

As also shown in Attachment ITI, during the first eight years of these future repayments from
2019 through 2026, there could potentially be insufficient revenues generated by the hotel
assessments, such that the City would be required to make additional net impact contributions of
a maximum of $6,315,000 in 2019 decreasing to $725,000 in 2026, which would be paid back
through MED assessment surpluses in later years; as future hotel revenues and assessments
increase. Under the MED’s Management District Plan, the City would have the discretion to
apply any annual MED assessment surpluses as are in the best interests of the City.

Ms. Sesay estimates MED surplus assessment revenues totaling $169,874,000 would be applied.
as follows: (a) to fund a $15,000,000 Stabilization Fund, which would be used in any year when
lower than expected MED collections are received, to be replenished through the term of the
COPs, (b) to fund an estimated $25,487,000 sinking fund to make debt service payments in the
two years beyond the term of the District in 2046 and 2047, (c) to fund an estimated $28,750,000
prior year deficits paid by the City-and then reimbursed by MED, and (d) to fund an estirnated
$100,637,000 for potential additional expansions of the Moscone Convention Center in the
future, as detailed in Attachment ITI. ' -

® The estimated $699,212,000 to repay the COPs is in addition to the initially available $82,625,000 from the hotel
assessments and an estimated $12,831,000 for furniture, fixtures and equipment.

19 Zone 1 hotel assessments through December 31, 2013 would remain at the currently proposed rate of 0.5%.of
gross revenues.
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FISCAL FEASIBILITY ANALYSIS

As discussed in the Mandate Statement Section above, Chapter 29 of the City’s Administrative
Code requires that certain projects be submitted to the Board of Supervisors for approval of the
project’s fiscal feasibility prior to submitting the project to the Planning Department for
environmental review if: (a) the project is subject to environmental review under the California
Environmental Quality Act (CEQA); (b) total project costs are estimated to exceed $25,000,000;
and, (c) construction costs are estimated to exceed $1,000,000. Mr. Van de Water advises that if
the Board of Supervisors approves the proposed resolution finding that the Moscone Expansion -
Project is fiscally feasible, the City will immediately proceed with environmental review in
accordance with CEQA. ‘

Chapter 29 of the City’s Administrative Code specifies five areas for the Board of Supervisors to
consider when reviewing the fiscal feasibility of a project, including: (1) direct and indirect
financial benefits to the City; (2) construction costs; (3) available funding; (4) long term
operating and maintenance costs; and (5) debt load carried by the relevant City Department.
Chapter 29 also limits the definition of “fiscal feasibility” to mean only that the project merits
further evaluation and environmental review. The finding that the proposed Moscone Convention
Center project is fiscally feasible does not commit the Board of Supervisors to future approval of
environmental findings under the California Environmental Quality Act (CEQA) or approval of
any future contracts or agreements related to the Moscone Convention Center expansion and
renovation project. : :

(1) Direct and lndirecf Financial Benefits to the City

Direct Benefits

According to the San Francisco Travel Association (SF Travel)!’, a total of 16.35 million tourists
visited San Francisco in 2011, spending approximately $8.46 billion, which generated a total of -
$526,271,694 of additional revenues for the City and County of San Francisco. Of this total 2011
tourist activity, SF Travel estimates that approximately 21 percent of the total spending or
approximately $1.8 billion was related to conventions, trade shows and group meetings, or a
calculated amount of approximately $110.5 million of tax and related revenues to the City.

On March 16, 2012, Jones Lang LaSalle Hotels (JLLH) submitted a comprehensive review'? on
the performarice of Moscone’s existing facilities, competitive environment, the potential for
expansion and a hotel market analysis to the TID. This JLLH review concluded that the most
likely scenario currently proposed for the Moscone Expansion Project would result in positive
increased visitor spending in FY 2017-18 of approximately $56.6 million, resulting in additional

' San Francisco Travel Association’s 2011 Visitor Industry Economic Impact Estimates, prepared by Economic
Research Associates. ) )

12 Moscone Convention Center Expansion: Cost Benefit Phase II Analysis prepared for the San Francisco Tourism
-Improvement District Management, March 16, 2012.
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tax benefits (hotel taxes, retail sales taxes and gross receipts taxes") to San Francisco of

approximately $5.8 million. Such visitor spending is projected to increase each year up to $76.8

million in FY 2021-22, which is estimated to generate additional annual tax- benefits of $7.6 -
million to San Francisco.

Indirect Benefits

The JLLH review estimated a net increase of 3,480 local jobs from FY 2014-15 through FY
2021-22 would be created as a result of the proposed expansion of Moscone, primarily resulting
from direct, indirect and induced visitor spending, or up to 945 annual jobs by FY.2021-22. In
addition, based on the recent Controller’s model estimates of 8.92 direct and indirect jobs created
per $1 million of construction, and assuming an estimated $270 million to $382 million for
construction of the proposed Moscone Expansion Project, this Project will generate an additional
approximately 2,408 to 3,407 one-time construction related jobs. '

(2) Construction Costs

As discussed above and detailed in Attachment II, the proposed Moscone Expansion Project is
estimated to not exceed $500,000,000, including preliminary estimated costs of $381,726,465 for
the principal construction’ contract, which includes (a) a construction escalator, (b) a design
contingency, and (c) a construction contingency. Assuming total construction costs of $382
million, and based on the proposed Moscone Expansion Project resulting in.an additional
“increase of 371,000 total square feet, the proposed Moscone Expansion Project construction
alone will cost approximately $1,030 per square foot. '

According to Mr. Mebrahtu, all of these costs are preliminary estimates. As the project proceeds,

more detailed estimates, validation and refinements of projects costs will occur. Mr. Mebrahtu

advises that if project costs are higher than estimated due to unforeseen conditions, prior to or

after the commencement of the construction, the project will be scaled back, such that the
" completed project would not exceed $500 million.

Mr. Mebrahtu advises that a small portion of the improvements that were completed under the
recent $56 million renovation of Moscone, such as the elevator and escalator upgrades, may need
to be removed and reinstalled, as part of the Moscone Expansion Project. However, Mr.
Mebrahtu notes that the recently renovated men’s and women’s restrooms in the existing
Esplanade Ballroom support building at 3" and Howard Streets would be demolished under the
proposed Moscone Expansion Project. As of the writing of this report, there was no estimate of
the cost of recent renovations, which would be required to be removed as part of the proposed
Moscone Expansion Project.

(3) Available Funding

As discussed above and shown in Attachment III, DPW’s estimated construction cost of up to
$500 million for the five-year Moscone Convention Center Expansion is projected to be initially
funded with (a) $5,238,860 of available City General Funds®*, and (b) $82,625,000 of available

B This study actually computed Payroll Taxes, which were recently changed to gradually be replaced with Gross

Receipts Taxes. .

4 The FY 2012-13 budget appropriated $1,700,000 of General Fund revenues and the FY 2013-14 budget is
- anticipated to include $3,538,860 of General Fund revenues for the Moscone Convention Center Expansion Project.
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MED funds'®. The balance of the total estimated cost of $1,105,915,860 from all sources for the
proposed Moscone Expansion Project would be funded with an initial estimated $67,493,140 of
commercial paper to be repaid with issuance of longer term financing with an estimated
$483,695,000 COPs. Therefore, a total of $87,863,860 ($5,238,860 plus $82,625,000), or
approximately 8% of the total $1,105,915,860 project costs would be immediately available
funds, subject to approval of the MED hote] assessment district..

(4) Ongomg Malntenance and Operatmg Costs

In FY 2011-12, the City received a total of $22 654,673 of operating income from Moscone,
including rental income, catering and concession revenues and other operating revenues and
incurred operating expenses totaling $26,883,055 for direct operations, management expenses
and overhead. As a result, there was a net FY 2011-12 operating loss of $4,228,382, which was
funded by the City’s General Fund. The annual net operating loss is projected to increase to
approximately $5,000,000 in FY 2012-13 and FY 2013-14, to be covered by the Clty s General
Fund.

According to Mr. Noguchi, with completion of the proposed Moscone Expansion Project in
2018, annual operating income is projected to increase to a total of $35.5 million, with operating
expenses increasing to a total of $41.8 million, or an estimated net operating loss of $6.3 million
in FY 2017-18, an increase of approximately $1.3 million annually from the $5 million in FY .
2012-13 and FY 2013-14. Such net operating losses are projected to continue and would need to
be funded by the City’s General Fund.

(5) Debt Load

As discussed above, the current long term Moscone debt obligations total approximately $370.4
million for the City, or annual payments of approximately $30 million through 2019, declining to
approximately $11 million through 2030 from dedicated Hotel Tax revenues. In addition, the
City recently completed a $56 million renovation of Moscone, to be funded with COPs to be
issued in the near future, and repaid with TID hotel assessments plus an estimated $8.2 million of
General Funds annually through 2018.

The proposed Moscone Convention Center Expansion is projected to be funded with an
estimated $483,695,000 COPs for 30 years, at a conservative 6% interest rate, for a total cost of
$996,516,000, inclading $483,695,000 of principal and $512,821,000 of interest, or an average
annual payment of $35,590,000. The total $996,516,000 COPs principal and interest cost would

be repaid with (a) a conservatively estimated total of $699,212,000 from annual MED
~ assessments from 2013 through 2045, and (b) a total of $297,304,000 of annual City General
Fund contributions from 2019 through 2047, ranging from $8,200,000 to $10,700,000 per year.
During the first eight years of these future repayments from 2019 through 2026, there could
potentially be insufficient revenues generated by the hotel assessments, such that the City would
be required to make additional contributions of a maximum of $6,315,000 in 2019 decreasing to

15 Of the total estimated $82,625,000, $3,000,000 is available from the existing TID and the remaining $79,625,000
would come from new hotel assessments under the proposed new TID over the first five years.
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$725,000 in 2026, which would be paid back through MED assessment surpluses in later years,

as future hotel revenues and assessments increase.

As discussed above, MED surplus assessment revenues totaling $169,874,000 would be used: (a)
to fund a $15,000,000 Stabilization Fund, (b) to fund a $25,487,000 sinking fund, (c) to fund

.$28,750,000 of prior year deficits paid by the City, and (d) to fund $100,637,000 for potential

additional expansions of the Moscone Convention Center.

‘The City and the Office of Community Investment and Infrastructure (successor agency to the

SFRA) currently own Moscone and the City would own the proposed Moscone expansion area.
In addition, the City would issue the proposed COPs, such that the City would ultimately be
liable for repayment of the COPs debt. However, as noted above, as part of the proposed
ordinance (File 13-0016) the City is including the issuance of Assessment Notes, which
according to Mr. Mark Blake, Deputy City Attorney, would provide the legal underpinnings in
the validation action relating to the (a) formation of the hotel assessment district, and (b) levy of
the hotel assessments. Mr. Blake advises that a successful validation action will ensure that a

portion of debt service on the COPs will be offset from assessments levied on hotels in the
Moscone Expansion District.

CONCLUSIONS

Moscone Convention Center (Moscone North, South and West) currently includes a total of
1,043,000 gross square feet, which is projected to increase to 1,414,000 square feet, an increase
of 371,000 square feet, or over 35%, at a cost of up to $500 million. Including:the cost of
financing, the not-to-exceed $500 million for the Moscone Expansion Project is estimated to cost
a total of $1,105,915,860, including (a) $5,238,860 of available General Funds, (b) $82,625,000
of available MED funds, (c) $21,536,000 for furniture, fixtures, equipment and additional rental
costs, and (d) $996,516,000 for Certificates of Participation (COPs) total debt service.

The $996,516,000 Moscone Convention Center Expansion COPs principal and interest cost
would be repaid with (a) conservatively estimated $699,212,000 from annual MED assessments
from 2013 through 2045, and (b) a total of $297,304,000 of City General Fund contributions
from 2019 through 2047, ranging from $8,200,000 to $10,700,000 per year. During the first eight
years of these future repayments from 2019 through 2026, there could potentially be insufficient

revenues generated by the hotel assessments, such that the City would be required to' make

additional net contributions of a maximum of $6,315,000 in 2019 decreasing to $725,000 in
2026, which would be paid back through MED assessment surpluses in later years, as future
hotel revenues and assessments increase. Ms. Sesay estimates MED surplus assessment revenues
totaling $169,874,000 would be used to pay back these shortfalls and fund necessary other
reserve accounts.

Finding of Fiscal Feasibility

The proposed expansion of Moscone would:
(1) yield annual additional tax revenues to the City of approximately $5.8 million in FY
2017-18 up to $7.6 million in FY 2021-22;
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(2) generate an estimated 2,408 to 3,407 new one-time construction jobs and up to 945
‘ongoing, permanent jobs by FY 2021-22; :

(3) provide an estimated $382 mllhon in construction expenditures for an additional
371,000 total square feet, or an estimated $1,030 per square foot;

(4) be financed with $82,625,000 of available hotel assessment fees subJect to separate
approval based on the results from hotels ballots and by resolution of the Board of Supervisors
and $5,238,860 of available City General Funds, or approximately 8% of the total
$1,105,915,860 project costs; -

(5) increase Moscone’s ongoing maintenance and operating costs by approximately $1.3
million annually, to be paid by the City’s General Fund; and

(6) result in total $996,516,000 COPs principal and interest cost to be repaid with (a)
conservatively estimated $699,212,000 from MED hotel assessments from 2013 through 2045,
and (b) $297,304,000 of General Fund contributions from 2019 through 2047, ranging from
$8,200,000 to $10,700,000 per year,

" Establishment of the Moscone Expansion District and Levying of Assessments

On November 20, 2012, the Board of Supervisors approved a Resolution of Intent (File 12-0989;
Resolution 416-12) to form a new 32-year Moscone Expansion District, assessing hotels rates as
shown in Table 1 above. The results of the voting on the election for this Moscone Expansion
District will not be known until February 5, 2013, when the ballots are tabulated and the Board
of Supervisors will consider approving a resolution to establish the Moscone Expansion District
and levy the proposed hotel assessments (File 13-0043). However, the Budget and Finance
" Committee will be holding a public hearing and considering approval of the subject resolution to
determine the fiscal feasibility and two proposed ordinances to issue COPs and appropriate the
COP proceeds on January 30, 2013, prior to the determination of the outcome of the hotel
assessment vote and approval by the Board of Supervisors. As discussed above, the proposed
fiscal feasibility is predicated on receiving an estimated $82,625,000 of initially available hotel
assessment revenues and a conservatively estimated $699,212,000 from these annual MED hotel
assessments from 2013 through 2045 to fund the proposed Moscone Expansion Project.

Therefore, the Budget and Legislative Analyst advises that the proposed Moscone Expansion
Project is not fiscally feasible without these additional annual hotel assessments. Therefore, the
Board of Supervisors should not find the proposed Project fiscally feasible if (a) the Moscone
Expansion District is not established, based on the results of the pending election by the hotels
and (b) subsequently approved by resolution by the Board of Supervisors on February 5, 2013
(File 12-1201). Similarly, the Board of Supervisors should not approve the accompanying
ordinances to authorize the issuance of up to $507,880,000 of COPs (File 13-0016) and -
appropriate the COP proceeds (File 13-0015), if the Moscone Expansion District is not approved
on February 5, 2013.

However, if the hotel ballot results approve the creation of the proposed Moscone Expansion
District and related assessments, which is subsequently approved by the Board of Supervisors,
then based on the fiscal feasibility -criteria and findings discussed above, the Budget and
Legislative Analyst finds the proposed development to be fiscally feasible under Chapter 29 of
the City’s Administrative Code. Therefore, the proposed resolution and ordinances should be

SAN FRANCISCO BOARD OF SUPERVISORS - BUDGET AND LEGISLATIVE ANALYST
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amended to clarify that approval is subject to approval of the proposed resolution (File 13-0043),
which will not be determined by the Board of Supervisors until February 5, 2013.

RECOMMENDATIONS

1. Amend the proposed resolution (File 12-1201) and the two proposed ordinances (Files 13-
0016 and 13-0015) to add a Further Resolved clause that the Board of Supervisors finds the
proposed Project is fiscally feasible and responsible subject to the approval by the Board of
Supervisors to create and levy the associated MED hotel assessments (File 13-0043) on
February 5, 2013, when the Board of Supervisors will consider this matter.

. \
2. Approve the proposed resolution and ordinances, as amended. ]
\

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST.
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City and County of San Francisco
Moscone Long Term Lease Obligations -- City as Lesee 'and Redevelopment Agency Hotel Tax Revenue Refunding Bonds

2008-1,-2 Finance

02-2%9's

2011 Hotel Corporation
1992 Lease 2011B Moscone 2011A Moscone Occupancy Tax Total Long-term Moscone Lease .
Revenue Bonds Refunding COP Refunding COP Revenue Obligations Debt Revenue Bonds © All Moscone Long
(North) 2 (North)? (South)® Refunding Bonds* Service (West) Term Obligations.
Total Total Total Total TOTAL Total GRAND TOTAL
FY Debt Service Debt Service Debt Service Debt Service DEBT SERVICE Debt Service DEBT SERVICE
2013 12,820,000 2,971,400 1,268,850 3,172,400 20,232,650 9,700,385 . 29,933,035
2014 6,705,000 7,256,350 2,199,600 3,083,800 19,244,750 9,710,526 28,955,276
2015 ref. by 2002 13,957,550 2,293,150 5,100,350 21,351,050 9,711,429 31,062,479
2016 + ref, by 2002 13,963,850 2,380,650 5,018,750 21,363,250 9,902,250 31,265,500
2017 ref. by 2002 13,957,250 . 2,471,050 4,945,350 21,373,650 9,914,170 31,287,820
2018 ref. by 2002 13,956,250 2,666,375 4,829,750 21,352,375 9,919,199 . 31,271,574
2019 9,998,875 2,674,625 5,995,750 18,669,250 10,081,281 28,750,531
2020 2,772,875 4,520,250 7,293,125 10,029,250 17,322,375
2021 2,797,750 4,497,000 7,294,750 10,167,138 17,461,888
2022 2,791,500 4,501,500 7,293,000- 10,288,895 17,581,895
2023 2,789,500 4,492,000 7,281,500 10,196,539 . 17,478,039
2024 2,372,000 4,653,750 7,025,750 10,294,101 17,319,851
2025 2,398,500 4,677,750 7,076,250 10,375,534 17,451,784
2026 10,440,836 . 10,440,836
2027 10,490,009 10,490,009
2028 10,721,035 10,721,035
2029 10,729,883 10,729,883
2030 10,920,584 10,920,584
19,525,000 76,061,525 31,776,425 69,488,400 186,851,350 183,593,043 370,444,393

1
2
3
4
5

1988 Lease Revenue Bonds RETIRED on July 1, 2004 by 1882 Bonds Cross-Over Refunding

1892 Current Interest Lease Revenue Bonds REFUNDED by 2002 Lease Revenue Bonds and REFUNDED b

1994 Lease Revenue Bonds REFUNDED by 2004 Lease Revenue Bonds and REFUNDED by 2011A Moscone COP.

2011 Hotel Occupancy Tax Revenue Refunding Bonds refunded the Series 1994 and 1998 Hotel Occupancy Tax Revenye Bonds
(a) Mandatory sinking fund principal amortization schedule assumes level debt service if the average cbupon is a constant 3.25%
In structure). Please keep in mind the interest rate is an estimate and is subject to change.

(b} Liquidity fee is .7100% annually, based on outstanding par.

" (c) Remarketing fee is .0725% annually, based on autstanding par.

(each series identical

Yy 2011B Moscone COP. Only CABS (no semi-annual interest) remain outstanding
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Moscone Expansion Project Budget Attachment Il
Job No: 7731A | Date:
Project: |Moscons Expansion Project Location:
Amount % of CP&l (uon)
CITY MED City+MED
TOTAL PROGRAM BUDGET 404,544,001 95,456,000 500,000,000 100.0%
LT T R _
|__ 1. PRECON, CONSTRUCTION, DEMOLITION AND ABATEMENT 335,743,257 52,503,208 388,248,465 . . 77.6%
1.0 Misc./Other'Construction [f]
1.1 Principal Construction Contract 361,728,458
1.2 Hazardous Materials Construction/Abatement ]
1.3 EIR Mitigation Requirements 6,820,000
1.4 Reimbursables 2,000,000 2,000,000
T B
2:50FT:.COST.=3.S C 68,800.744| 42882792 111,788,338, . -
2.0 ART ENRICHMENT 5,446,239 0 £.446.233
2.1 CLIENT DEPARTMENT SERVICES 00,000 1,518,800 2 448,600
2.2 DPW PROJECT MANAGEMENT 54580000 210,068
2.3 ADMINISTRATIVE SERVICES 3.338.068 300,000

2.4 REGULATORY AGENCY APPROVALS 8,486,805
2.5 AIE/C SERVICES 10,208,000 10.8%
I I T
3. SITE CONTROL 1,860,060
1 1 T T
4. OTHER PROGRAM COSTS 35,760,660 i 33,780,000
[4.0 - Unaliocated Program Reserve 33,780,000 33,780,000
T D -
5. FURNITURE, FIXTURES & EQUIPMENT [{] 12.831.0040 12,831,000

REF: G:\DATAPROJECTWMoscone TID-DPW Preliminary budget Dec 2012.xisx
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Cash Flows.ME.v29.01-2013.xlax
172212013

Sources CommPaper CltyContr MED Cash MED for FFE Ang
Cily Funded Thru'2014-15 - 524 - - - 5 5.24
MED Cash/Pay as You Go - - 82,63 - - 82,83
FFaE - - - 1283 - - 1283
COP/CP Proj Dep 67.49 - - - 331.81 - 399.31
Total Souress 67.40 524 82.63 12.83 331.81 $ 500,00
Uses .
Total Construction . . B 500.00
Funding Gap
COPs . Addl . 23 G L o B i) B : B
Fiscal Canstruction Tebl Bve Rentaf ! City
Year Draw Down ) gg 6.00% {100,000) Toki Uzes: Confrl h 5
02013 5,820,000 5820000 5,820,000 1120000 1,120000 - 17,000  1.137,000 (1,700.000) (3,000,000) - - - {4.700,000) 1,700,000 3,000,000 ) BN
12014 16,800,000 16,800,000 16,800,000 425140 1,563,140 23000 1,586,140 (3,539,860) (12,835,000) - - - (16,373,860) 3,538,860 12,635,000 2 - 16,373,850 - . . - - -
22015 30,200000 30,200,000 30,200,000 11,110,000 12,696,140 190,000 12,886,140 - {19.080,000) - - - (18,080,000) - 18,080,000 - 18,090,000 - e . - - - -
32016 74,499,000 74,499,000 74,499,000  §40837,000 67,723,140 1,016000 66,738,140 - (19,662,000} - - - {10,862,000) - 18,662,000 - 18,662,000 - Lo - - - -
42017 212,228,000 - - - - (20,252,000) - - - {20,252,000) - 20,252,000 - 20,252,000 L - - - -
n S8 . 163,975,000 - - - - - ORISR . - {5,000 (20,622,000) - . 20622000 - 20,82, - . < . - . -
-o820M8° . G47B000 - . - - - - - - ©. .- - (35,592,000) (300,000}~ . (35,892,000} - . 121,377,000 8,200,000 29,577,600 (6316,000) - (6,315,000 - - - -
o) 720 .- - - - - - - - (35593,000)  (300,000) (35,893,000) - 22,021,000 8,446,000 30,467,000 (5,426,000) (11,741,000} - - - -
82021 . - - - - - - - (35,580,000) (200,000} (35,890,000) - 22,682,000 8,689,000 31,381,000 (4,509,000); - {16,250,000)- - - - -
Q0 82022 - - - - - - - - . (355082000)  (300,000) (35,882,000) - 23,362,000 8,860,000 32,322,000 (3,570,000) * ' (19,820,G00). - - - - -
-y Jo 202 - - - - - - - - (35,562,000) (300,000} (35,892,000) - 22,851,000 8,229,000 32,180,000 (2.712,000) - {23,532,000) - - -
11 2024 - - - - - - - - (35,590,000}  {300,000) (35,890,000) - 23,639,000 9,506,000 33,145,000  (2.,745,000) - (26,277,000 - - -
' 122025 - - - - - - (35,567,000)  {300,000) (35,887,000) - « 24,348,000 8,791.000 34,139,000 (1.748,000) - (26,025,000) - - -
N 13.2026 - - v - - - - o (35588,000) T (300,000) (35.888,000) ' - 25,078,000 - 1D,085000 - - 36,163,0007 - (725000) . -(28,750,000). - .
NI 142027 - - - - - - - < (35.591,000) (300,000) (35,891,000} - 25,831,000 10,388,000 35,219,000 328,000 - (28,422,000 328,000 - -
15 2028 - - .- - - - - - (35,566,000)  (300,000) (35,888,000} - 26,605,000 1 37,305,000 1417,000 - (27,005000) 1.417,000 - -
18 2029 - - - - - - - - (35,592,000  (300,000) (35,892,000 - 27,404,000 38,104,000 2212000 ;. (24,793,000) 2,212,000 - -
17 2030 - - - - - - - - {35,581.000)  (300,000) {35,891,000) - 26,228,000 38,826,000 3,035,000 . (21.758,000) 3,035,000 - -
18 2031 - - - - - - - - (35.588,000)  {300,000] (35,888,000) - 20,073,000 39,773,000 3865000  (17,873,000) 3,865,000 - - -
18 2032 - - - - - - - - (35,590,000) {300,000} (35,890,000) - 28,845,000 40.645,000 4755000 ' (13,118,000) 4,123,000 832,000 - -
20 2033 - - - - - - - - (35,589,000) (300,000} - . {35,889.000) - 30,843,000 - 41,543,000 5,654,000 (7.464,000) T 7 - 5,654,000 - -
21 2034 - - - - - - - - (35,588,000) (300,000} (35.888,000) - 31,769,000 42,468,000 6,581,000 .  (883,000) - 6,581,000 - -
22 2035 - - - - - - - - (35,589,000)  (300,000) (35,685,000) - 32,722,000 43,422,000 7,633,000 6,850,000 - 7,533,000 - -
23 2036 - - - - - - - - (35,588,000) (300,000} (35,688,000) ‘- 33,704,000 44,404,000 8516000 ' 15.155,000 - 6087000 3,428,000 -
24 2037 Co. - - - - - - - (35,582,000  (300,000). (35,892,000) - 34,714,000 45,414,000 9,522,000 ' 24,668,000 - - 9,522.000 -
25 2038 - - - - - - - - (35,502,000}  (300,000) {35,892,000) - 36,756,000 46,456,000 10,564,000 - 35,252,000 - - 10,564,000 -
26 2039 - - - - - - - - (35,580,000)  (300,000) (35,889,000} - 36,820,000 47529000 11,640,000 - 46,892,000 - - 5,235,000 6,405,000
27 2040 - - - - - - - - (35,590,000)  (300,000) (35,890,000} - 7,834,000 48,534,000 12,744,000 59,636,000 - - - 12,744,000
28 2041 . - - - - s - - - (35.591,000 {300,000) (35,894,000} - 38,071,000 49,771,000 13880000 ' 73,5%6,0t0 - -, - 13,880,000
29 2042 - - - - - - - - (35,580,000)  (300,000) {35,890,000) - 40,244,000 50944000 15054000 88,570,000 - - - 15,054,070
3p 2043 - - - - - - - - (35580,000)  {300,000) (35,860,000} - 41,451,000 52,151,000 15281000 104,831,000 - - - 16,2610
at 2044 - - - - - - - - (35,580,000)  (300,000) (35,889,000) - 42,695,000 53,395,000 * 17506000 122,337,000, - - - 17,506,000,
32 2045 - - - - - - - - (35,586,000)  (300,000) {35,868,000) - 43,975,000 54,675,000 18,787,000 141,124,000 - - - 18,787,000
33 2048 - . : - - - - - - (35580,000) (300,000} {35.880,000) - - { 10,700,000 (25,190,000} 115,834,000 - - - -
24 2047 - - - - : - - - 3,000 {300.000) (207.000) - - 10,700,000 _10.403.000 °_126,337.00D. - - - -
Total 500,000,000 67,493,340 1,245,000 — (5235,860) {82,625,000) (12,831,000) (996,616,000) (8,705,000} (1,105,915,860) 5,238,560 229,710,000 1,232,262,060 126,337,009 - 15,000,000 25,487,000 28,750,000 100,637,000
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City Hall
Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

MEMORANDUM

TO: Mohammed Nuru, Director, Department of Public Works
. Todd Rufo, Director, Office of Economic and Workforce Development
John Rahaim, Director, Planning Department /
Tiffany Bohee, Executive Director, Successor Agency to the
Redevelopment Agency

FROM: Alisa Miller, Clerk Land Use and Economic Development Commlltee
Board of Supervisors

DATE:  December 17, 2012

SUBJECT: LEGISLATION INTRODUCED

The Board of Supervisors’' Land Use and Economic Development Committee has
received the following proposed legislation, introduced by Mayor Lee on December 11,
2012. This matter is being referred to your department informational purposes.

File No. 121201

Resolution finding that a project proposed by the City to expand and renovate the
North and South exhibit halls of the Moscone Convention Center, including
reconfiguring the North and South exhibit halls to create additional contiguous

- exhibit space, a new ballroom, new loading and building service space, and
improvements to the landscaping, urban design, and public realm, within and
adjacent to the North and South exhibit halls, is fiscally feasible and responsible
under Administrative Code, Chapter 29.

On Page 3, Lines 22-24, it references a “Fiscal Feasibility Report,” to be submitted by
the Office of Economic and Workforce Development. Please forward a copy of the
report as soon as it is available.

If you do wish to submit any additional reports or documentation to be included as part
of the file, please send those to me at the Board of Supervisors, City Hall, Room 244, 1
Dr. Carlton B. Goodlett Place, San Francisco, CA 94102, ‘

o Scott Sanchez, Zoning Administrator, Planning Department
Bill Wycko, Chief of Environmental Planning, Planning Department
AnMarie Rodgers, Legislative Affairs Manager, Planning Department
Joy Navarrete, Planning Department

Monica Pereira, Planning Department J 2o ¢C 'S 6547/4
G / //es Sﬁ’ﬂfﬂt /50606 @),
Ferrd

Deaeméer /7 207



January 8, 2013

Pre,bared by:

Office of Economic and Workforce Development
1 Dr. Carlton B. Goodlett Place, Room 448

M San Francisco, CA 94102

. (415) 554-6969

with assistance from the Department of Public Works; Convention Facilities; SMG; San Francisco Travel
Association; Sares Regis; Skidmore, Owings & Merrill and Mark Ca vagnero Associates.
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Executive Summary

Chapter 29 of the City's Administrative Code requires that the Board of Supervisors review certain
development projects before the City's Planning Department may begin California Environmental Quality
Act (CEQA,) review of the proposed project. In particular, the Board of Supervisors must make a
determination of a project’s fiscal feasibility when its proposed construction budget exceeds $25 million
and at least $1.0 million of the cost is paid by certain public monies. ‘

This report provides information under Chapter 29, subsection 29.2, for the Board's consideration in
evaluating the feasibility of a proposed expansion of the City’s Moscone Center at 3" and Howard Streets
by the City and County of San Francisco and the Moscone Expansion District. The proposed expansion
of the Moscone Center is early in its design and entitlement process. The City proposes to commence an
‘approximately 12-month CEQA review of the project in early 2013, following the Board’s finding of fiscal
feasibility.

The George S. Moscone Convention Center (“Moscone’) generates nearly $1.8 billion pér year in local
economic activity, or over one-fifth of the $8.5 billion San Francisco tourist economy and the over 71,000
jobs and $526 million in City revenues it generates. In addition to convention, exhibition, and meeting
attendance, this spending fills hotel rooms, restaurants and retail centers, creates local jobs and
generates millions of dollars in annual hotel, property, sales, income, gross receipts, payroll, utility user,
and parking taxes for the City and County. However, despite two expansions in 1992 and 2003, Moscone
still effectively operates at full capacity, cannot offer the contiguous space needs many organizers
increasingly demand, and, according to an independent May 2012 analysis by Jones Lang LaSalle Hotels
(*JLLH"), could lose up to $2 billion in foregone revenue over the next decade if not expanded.

Building on the success of the 2008 business improvement district (“BID”) that renovated and marketed
Moscone, the San Francisco hotel community and the Board of Supervisors have proposed the formation
of a new Moscone Expansion District (‘MED”). The primary purpose of the MED is to increase the square
footage of rentable convention space and maximize Moscone’s contiguous exhibition space while
allowing for continuous revenue generating operation and improvement of its physical connection to the
surrounding public realm.

The total expansion project budget is estimated at up to $500 million, financed by City-issued commercial
paper and certificates of participation. The City’s issuance of COPs for the expansion will have no
adverse impact on San Francisco’s debt capacity as debt service payments will be covered by MED
collections from assessments of 0.3125% to 1.25% of gross hotel room revenue plus the City's
contributions as detailed in the Managemént District Plan unanimously adopted by the Board of
Supervisors on November 20, 2012. Together the MED assessments and General Fund contributions are
capable of generating over $5 billion over the term of the MED, or over ten times the estimated

. construction cost of expanding Moscone. The City is responsible for payment of any annual shortfalls,
which are eligible for repayment by future year MED assessment surpluses as described in the
Management District Plan.

A May 2012 cost benefit analysis by JLLH concluded that an expansion scenario similar to the current -
proposal would have a net San Francisco economic benefit (both Moscone net operating income as well
as total visitor spending impact) of $734,402,886 and a net increase in employment of 3,480 local jobs. -
" This is in addition to the indirect benefits of marketing San Francisco as a convention and tourist
destination and modernizing the streetscape to improve Moscone’s connection to the surrounding
neighborhood. i ' .
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The Moscone Expansion Project, therefore, would significantly expand one of San Francisco’s primary
economic engines, would generate substantial net employment and financial benefits, and would do so
without adversely exposing the City to added financial risk. In accordance with Chapter 29 of the
Administrative Code, therefore, the Moscone Expansion Project is a prudent investment of public funds
and a fiscally feasible and responsible undertaking. It leverages the shared goals of the City and the
hotel industry to provide added capacity to Moscone, stimulate the local economy and reconnect
Moscone to the surrounding South of Market neighborhood. '

Introduction

Moscone Center

Originally constructed in 1981 as one single 300,000ft* exhibition hall at Moscone South, Moscone Center
(“Moscone”) expanded in 1992 with the addition of Moscone North and the Esplanade Ballroom and
again in 2003 with the addition of Moscone West. In total Moscone is located on more than 20 acres in
three large downtown city-blocks south of Market beneath and to the southeast of Yerba Buena Gardens.
Moscone North and South are connected by a concourse below Howard Street and are bound by Folsom
Street to the South, Mission Street to the North and 3™ and 4™ Streets to the East and West. Together
they provide 540, 000f2 of connected functional space, including over 100 meetlng rooms, 120,000 ft? of
lobby pre-function area and the largest contiguous exhibit hall: the 260 000ft* Halls A, B and C. Moscone
West rises 110 feet above the northwestern corner of Howard and 4™ Street providing an additional
300,000ﬂ of space.

Moscone is owned by the City and County of San Francisco, privately managed by the entertainment and
convention center manager SMG, and booked by the San Francisco Travel Association (“SFTA”) which
serves as the City's convention and visitor's bureau.

Moscone is occupied an average of over 75% of any given year (the third hlghest occupancy rate of the
top 25 convention markets according to-Smith Travel Research’s December 2011 Monthly Hotel Review),
essentially full when factoring in holidays and move-in/move-out days. With many conventions repeating
their bookings on both an annual and rotational basis, groups such as Oracle’s Openworld conference,
Salesforce.com’s Dreamforce conference, RSA Security Conference; VMWare’s VMWorld event,
Semicon West (booked through 2027) and the American Geophysical Union (booked through 2029),
Moscone Center is effectively booked many years into the future with the furthest reaching currently the
American College of Obstetricians and Gynecologists in 2035. Attendance varies with the economy and
the rotation of larger conventions, with a range of 919,000 to 1.279,000 attendees over the previous 5
fiscal years.

The Tourism Improvement District

In 2008, the San Francisco hotel community and the Board of Supervisors approved a fifteen-year
Business Improvement District, entitled the San Francisco Tourism Improvement District (“TIiD”). The TID
authorized a small assessment on tourist hotel room revenue in order to promote San Francisco as a
meeting and tourism destination, renovate Moscone, and explore its potential expansion. In May of 2012
this public-private parinership completed a $56 million renovation of Moscone on time and on budget, all
while keeping Moscone in continuous operation and earning Moscone LEED Gold status for its
environmental construction practices.

The portion of the TID allocated to the renovation of Moscone is set to expire at the end of 2013 while the
remaining portion, for hotel-specific marketing and sales programs and operational costs for the San
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Francisco Travel Assocnatlon and San Francisco Tourism Improvement District Management Corporatlon
(SFTIDMC), will expire at the end of 2023.

The Moscone Expansion District

Building on the success of the TiD, the San Francisco hotel community and the Board of Supervisors
have proposed the formation of a new Moscone Expansion District ("MED”). As described in the
Moscone Expansion Project below, the purpose of the MED is to aliow San Francisco’s convention
market to expand and to meet the growing demand for more contiguous space than Moscone can
currently offer.

On November 20, 2012 the Board of Supervisors unanimously adopted a Resolution of Intention
(Resolution 416-12, File 12-0989) to form the MED along with a Management District Plan detailing the
purpose, boundaries, assessment formula, annual operating budget, allocation of funds, timeline,
duration, and governance of the MED. On December 7, 2012, the Department of Elections sent ballots to
all tourist hotels subject to the MED assessment. If approved by a weighted'majority of district hotels and
a majority vote of the Board of Supervisors, the MED will begin imposing assessments as early as July 1,
2013. There are two proposed assessment zones: Zone 1 closest to Moscone which would pay 0.5% of
gross room revenue from tourist rooms until the expiration of the Moscone renovation portion of the TID in
December 2013 and 1.25% thereafter and Zone 2 west of Van Ness Avenue and South of 16" Street
which would pay 0.3125%. If approved the MED would continue in effect for 32 years until 2045.

The Moscone Expansion Project

The purpose of the Moscone Expansion Project (“Project”) is to plan for the future capacity, configuration
and contiguous space needs of the Moscone Center and to ensure San Francisco’s competitive position
within the meetings, convention, and exhibitions industry. This will allow Moscone to retain its existing
convention business, attract new reservations and more flexibly meet future demands for large,
contiguous exhibitions.

While the Project is subject to change as the design evolves and it undergoes public and environmental
review, the primary design objectives remain to: .

* increase the square footage of rentable space,

e maximize contiguous exhibition space at below-grade footprint,

¢ phase construction to allow for continuous revenue generating operation of the Center, and

¢ improve Moscone’s physncal connection to the City of San Francisco through enhancements to
the surrounding public realm.

The Project will be completed in phases to minimize interruption to existing reservations, traffic flow, and
neighboring businesses and residents. The Project no longer proposes to expand east of Fourth Street
and does not propose any physical changes beyond the existing Moscone perimeter.

The total Project budget is estimated at up to $500 million with approximately $360 million allocated to
hard construction costs. See Site Plan in Exhibit A. Specifically the Project proposes to accomplish
these design objectives by undergoing construction in the following sequence;

(1) Demolish the existing Esplanade Ballroom support building at 3™ and Howard Streets for a new
4-story building including replacement kitchen at lower level, and lobby, multipurpose space,
meeting rooms, ballroom and associated prefunction, circulation and support spaces above
grade;
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(2) Retrofit the existing Gateway Ballroom below the Moscone South lobby into exhibition space and
remove an existing approximately 60’ by 250’ unexcavated area under Howard Street to create
new exhibition space; : ’

(3) Demolish the existing South Lobby for a new 2-story building including a new enlarged south
lobby, ballroom and associated prefunction, circulation and support spaces;

(4) Convert the existing Hall E beneath the Moscone North lobby into exhibition space and create a
new, above grade Moscone North lobby to match the renovated street presence of Moscone
South and potentially add two new levels above with additional meeting spaces.

Fiseél Feasibility

Chapter 29 of the Administrative Code

- Chapter 29 of the City's Administrative Code requires that the Board of Supervisors review certain

development projects before the City's Planning Department may begin California Environmental Quality
Act (CEQA) review of the proposed project. In particular, the Board of Supervisors must make a
determination of a project’s fiscal feasibility when its proposed construction budget exceeds $25 million
and at least $1.0 million of the cost is paid by certain public monies. This report provides information
under Chapter 29, subsection 29.2, for the Board's consideration in evaluating the feasibility ofa

" proposed expansion of the City’s Moscone Center at 3™ and Howard Streets by the City and County of

San Francisco and the Moscone Expansion District. Section 29.2 of the San Francisco' Administrative
Code lists five criteria to evaluate the fiscal feasibility of a project: '

(1) Direct and indirect financial benefits of the project, including to the extent applicable cost
savings or new revenues, including tax revenues generated by the proposed project;

(2) The cost of construction;

(3) Available funding for the project;

(4) The long term operating and maintenance cost of the project; and

(5) Debt ‘Ioad to be carried by the City depariment or agency.
Each qf these criteria is discussed in the following sections.
The evaluation of fiscal feasibility, including financial benefits to the City, is preliminary, based on the best
available information at hand during the planning stage of the Project. The information is subject to

change as the project description is revised through the public and environmental review process and as
the project team completes final design documents. :

Financial Benefits of Moscone

Expanding Moscone brings both direct and indirect financial benefits to the City, from direct tax revenues
to local employment and regional spending on transportation, accommodations, restaurants, retail and
entertainment.

According to the SFTA’s 2011 Visitor Industry Economic Impact Estimates, the tourism industry attracted
16.35 million visitors to San Francisco in 2011 that spent $8.46 billion, generating $526 million dollars in
tax revenues for the City and County (see Table I) and supporting 71,403 local jobs.
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Hotel Tax

$220,000,000
Property Tax $159,609,179
Sales Tax $ 67,730,679
Payroll/Gross Receipts Tax $ 30,826,244
Utility Users Tax $ 21,629,235
Lease Revenues and Airport Serwce Payments $ 24,476,356
Other — Parking Tax, Fines, Rec Fees, etc. $ 2,000,000

GRAND TOTAL: City Revenues

$526,271,694
Source: SFTA’s 2011 Visitor Industry Economic Impact Estimates

As detailed in Table Ii below, conventions, trade shows and group meetings accounted for $1.79 billion,
or 21 percent, of this spending, filling nearly 2.7 million local room nights in San Francisco hotels or
approximately 27 percent of their nearly 10 million room night capacity. The over 650,000 convention
visitors to San Francisco spent nearly $300/day for an average length of stay of over four days, .
contributing over $1.11 billion to the local economy. Association and exhibitor spending accounted for the
remaining $677 million.

Attendees in SF hotels

Length of stay

Attendee room nights

Total citywide room nights
Spending/day

SF hotel attendee spending

Multiple occupancy factor

Total spending (direct) stayed in hotel
Total association/exhibitor spending

656,330

4.1

2,690,953
9,968,585
$294.84
$793,413,141
1.4
$1,110,778,398
$676,518,599

GRAND TOTAL: Convention Impact

$1,787,296,997
. Source: SFTA’s 2011 Visitor Industry Economic Jmpact Estimates

The Opportunity Cost of Not Expanding

Moscone User surveys conducted by the SFTA generally affirm the draw of San Francisco as a
destination but some respondents noted dissatisfaction with the non-renovated areas and, in some cases,
cited space constraints as a potential future impediment. This is affirmed by a survey conducted for the
TID by Jones Lang LaSallé Hotels (“JLLH") which concluded that Moscone is smaller than the 12
convention centers it deemed most competitive, especially with regard to exhibit space’. Moscone has
less than half the exhibit space per square foot of meeting space with 1.7 2 compared to the competitive

set’s average of 4.3ff".

To quantify the loss in attendee spending due to Moscone Center space constraints, the TID contracted
with JLLH to develop a Cost Benefit Analysis for the expansion of Moscone (see Exhibit B). JLLLH
weighted each reason for loss of a group in terms of how much the loss was related to space constraints
and then muitiplied this factor by the estimated direct spend for the lost groups. JLLH concluded that
Moscone space constraints resulted in a direct spend loss of nearly $2.1 bllllon for the years 2010/11

through 2019/20 (see Table Ill below).

! The twelve competitor markets included San Diego, Los Angeles, Chicago, Orlando, Philadelphia, Atlanta,
Washington D.C,, Las Vegas, New Orleans, Boston, Anaheim, and Miami Beach.
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Assumed Factor Due Dlrect Spen 'of

; Bu ness per. C te
- e o Space Constralnts_ o .
First Option Went Definite 5% $1 1 12
Board Decision 15% $3,110 $467
Change in Rotation 15% $1,276 $191
Dates Not Available 10% - $1,715 $172
Does Not Meet Reqts 0% $455 -
Economic Reasons 0% $931 -
Space Constraints 100% - $950 $950.
Other 25% $887 $222
GRAND TOTAL $2,057

Source: JLLH Moscone Cenfer Expansion Cost Benefit Analysrs Phase Il Analysis, May 25, 2012

JLLH also performed a regression analysis to determine the statistical correlation between convention
attendance and several key economic indicators. The highest correlation resulted between convention
attendance and San Francisco County gross metro product, hotel demand for core convention area
hotels and San Francisco County wage and salary disbursements, all of which exhibited a correlation of
'0.70 and above and underscored the importance of convention business to the local economy.

Direct Financial and Employment Benefits of Expansion
The 2012 JLLH study conducted an Economic Impact Analysis of five expansion schemes, one of which
approximates what is currently proposed: the conversion of underutilized underground space beneath
Howard Street to exhibition space along with the construction of a new 6-story building at the corner of
Howard and Third. Using.2010 San Francisco County IMPLAN data to estimate direct, indirect and
induced effects, the JLLH study concluded that this expansion would have a net economic impact (both
Moscone net operatihg income as well as total visitor spending impact) of $734,402,886 to San Francisco
through FY2025/26 and a net increase in employment of 3,480 local jobs through FY2021/22. See Table
IV below, showing construction impacts from FY2014/15 into FY2016/17 with positi\)e and growing net
economic and employment impacts each year thereafter.

2013/14 0 (13.2%) | 0 0 : 0 0
2014/15 ($955,101) | (13.2%) | $5,434 ($23,468,660) ($23,463,226) | (263)
2015/16 ($785,918) | (13.2%) | $4,529 ($19,081,096) ($19,667,167) | (221)
2016/17 $238,775 (11.0%) | $8,192 $5,628,571 $5,625,439 56
2017/18 $2,626,589 | (8.0%) $9,057 $62,243,276 $62,234,219 617
2018/19 -$2,865,304 | (7.0%) $8,646 $68,608,717 $68,608,717 679
2019/20 $3,342,855 | (6.0%) $8,646 $80,915,294 $80,915,294 - | 800
2020/21 $3,581,631 | (6.0%) $9,263 $87,649,147 $87,639,884 865
2021/22 $3,820,406 | (6.0%) $9,881 $94,513,826 $94,503,945 946
2022/23 : $94,503,945 n/a
2023/24 $94,503,945 n/a
2024/25 $94,503,945 n/a
2025/26 $94,503,945 n/a
Net Economic & Employment Impact $734,402,886 -| 3,480

Source: JLLH Moscone Center Expansion Cost Benefit Analysis — Phase Il Analysis, May 25, 2012
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Indirect and Public Benefits to San Francisco
In addition to the direct fiscal and employment impacts to the local economy and General Fund, Moscone
expansion will have indirect benefits to San Francisco and to the Yerba Buena neighborhood South of

Market.

The SFTA will use a portion of MED assessment revenues (8-8%) to market San Francisco internationally
to attract significant meetings, tradeshows and conventions This will primarily drive convention business
but will also fill local hotel rooms and restaurants?, create demand for ancillary serwces and help drive

San Francisco’s economy by marketlng it as a tourist destination. '

As an example, the JLLH study compared visitor spending across eight categories for an average 3.5-day
visit given no expansion (the “base case”) to a projected attendance after the completion of all three

- expansion scenarios. While the Project only proposes two of the original three expansion scenarios (the
Howard Street Connection and the Third Street Addition) and no longer considers a 4-story, 260,000gsf
addition across Fourth Street, the results are nonetheless indicative. They are présented below in Table

Lodging
Restaurants in'Hotels
All Other Restaurants
Retail
Entertainment/Sightseeing
Local Transportation
Gas/Auto Services
Car Rental

$71.48
$151.90
$138.13
$89.75
$33.23
$48.61
$16.82

$85 382,952
$183.288.290

$166,666,448

$108,288,388
$40,098,514
$58,646,876
$20,295,672

'$3,269,348

$728,330
$1,563,477

$1,421,690

$923,716
$342,046
$500,267
$173,125

$17 479 908
$37,523,445
$34,120,561
$22,169,192

$8,209,113
$12,006,402

$4,155,004

$21,121, 556
$45,340,829
$41,229,011
$26,787,774
$9,919,345 .
$14,507,735
$5,020,630

Source: JLLH Moscone Center Expansion Cost Benefit Analysis — Phase Il Analysis, May 25, 2012

The Project also contemplates a humber of urban design and streetscape elements which are designed
to both improve Moscone’s connection to the surrounding neighborhood and to provide a number of
bicycle, pedestrian and urban design improvements for neighboring residents and businesses. The
design team is working closely with the Planning Department on its development of the Central Corridor
Project (hitp://www.sf-planning.ora/index.aspx?page=2557) so that any Moscone improvements to the

public realm are completed in furtherance of the broader neighborhood goals for this growing community

South of Market along the new Central Subway corridor.

Costs of Construction

The total cost of construction is estimated at up to $500 million. The San Francisco Tourism
Improvement District Management Corporation (SFTIDMC) will select a Construction Manager/General
Contractor early in the first quarter of 2013 to advise on the constructability of the design. The
Department of Public Works will manage the construction process including fiscal oversight on the
expenditure of public funds. Construction is anticipated to begin during a break in convention

%see JLLH’s June 21, 2012 “Moscone convention Center Expansion Impact: Draft San Francisco Lodging Market
Forecasting Study” which concluded that “future expansions of Moscone Center should have significant positive
impact on the Revenue per Available Room (RevPAR) of hotels” and “the lodging sector is expected to be the
greatest beneficiary in increased revenue dollars when compared to the other sectors on an individual basis.”
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reservations in December 2014 and to continue intermittently until mid-2018 with minimal disruption to
planned Moscone reservations. This will result in a construction draw down schedule that begins in early

calendar year 2013 and continues into calendar year 2018 (see Exhibit C).

Available Funding
As detailed more extensively in the Management District Plan, the Project relies on two sources of . |

funding: Moscone Expansion D|str|ct assessments on gross room revenue from tourist rooms and the

City's General Fund.

lf(approved by a weighted majority of district hotels and a majority vote of the Board of Supervisors, MED
assessments will generate an estimated maximum collection of $19,332,000 in the first year of the MED .
(FY2013/14) and will generate an estimated maximum allowable amount of $5,766,814,000 over its 32- |
year term. Annual increases are assumed to be 10% though actual collections may be significantly less
than these maximums depend'ing on actual annual gross tourist room revenues. Expansion related

expenses — including planning, design, engineering, entitlement, project management, construction, and -
financing costs — account for 82.5% to.87.5% of the MED budget or a maximum of $4,773,568,080 as
shown in Table VI below. The remaining 12.5% to 17.5% of the MED budget is allocated to annual
renovation, business attraction, administration and reserve activities.

In its November 20, 2012 action the Board of Supervisors committed the following toward repayment of

- bonds issued for the project:

s Contribution of $8.2 million in FY2018/19 with an increase of 3% per year through FY2027/28 up
to a cap of $10.7 million, with a continuing contribution of no less than $10.7 million per year for

the remainder of the MED term.

e In addition, the City wili fund shortfalls® in any given year for purposes of debt service, which will
be repaid from surpluses in MED assessments, as detailed in the Management District Plan.

The FY2012/13 capital b‘udget allocated $1,700,000 and the Project anticipates an additional $3,538,860

in FY2013/14 for project management costs in the early project stages.

Together these two sources are capable of generating up to a maximum allowable amount of over $5
billion over the term of the MED, or over ten times the estimated construction cost of expanding Moscone.

0 2012113
1 2013/14
2 2014/15
3 2015/16
4 2016/17
-5 2017/18

$19,332,000
$29,597,500
$32,557,000
$35,812,500
$40,388,500

87.50%
87.50%
87.50%
87.50%
86.50%

$16,915,500
$25,897,813
$28,487,375
$31,335,938
$34,936,053

$1,700,000
$3,538,860%

1%
1%
1%
1%
1%

$193,320
$295,975
$325,570
$358,125

$403,385

® For purposes of this Project, “shortfall” means a fiscal year's debt service not covered by (a) the MED allocation
to debt, plus (b) the City’s $8.2 million - $10.7 million contribution.
* FY 2012/13 and FY2013/14 City contributions have been appropriated or are antICIpated as part of the annual
capital budget for the Department of Public Works to manage the preconstruction process.
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6 201819 $45,528,500 86.50% $39,382,153 $8,200,000 1% 5455,285
7 2019/20 $50,188,000 86.50% $43,412,620 $8,446,000 1% $501,880
8 2020/21 $55,207,000 86.50% $47,754,055 $8,699,000 1% $552,070
9 2021722 $60,727,500 86.50% $52,520,288 | $8,960,000 1% $607,275
10 | 2022/23 $67,356,500 82.50% $55,569,113 $9,229,000 6% $4,041,390
11 2023124 $74,648,000 82.50% $61,584,600 $9,506,000 6% $4,478,880
12 | 2024/25 $82,112,500 82.50% $67,742,813 $9,791,000 6% $4,926,750
13 | 2025/26 $90,324,000 82.50% $74,517,300 $10,085,000 | 6% $5,419,440
14 | 2026/27 $99,356,500 82.50% $81,969,113 $10,388,000 | 6% $5,961,390
15 | 2027/28 | $109,293,000 82.50% $90,166,725 $10,700,000 | 6% $6,557,580
16 | 2028/29 | $120,222,500 82.50% $99,183,563 $10,700,000 | 6% $7,213,350
17 | 2029/30 | $132,244,000 82.50% $109,101,300 $10,700,000 | 6% $7,934,640
18 | 2030/31 $145,468,000 82.50% $120,011,100 $10,700,000 | 6% $8,728,080
19 | 2031/32 | $160,015,000 82.50% $132,012,375 $10,700,000 | 6% $9,600,900
20 (2032/33 | $176,017,000 82.50% $145,214,025 $10,700,000 | 6% | - $10,561,020
21 2033/34 | $193,619,000 82.50% $159,735,675 $10,700,000 | 6% $11,617,140
22 1 2034/35 | $212,981,000 ‘ 82.50% $175,709,325 $10,700,000 | 6% $12,778,860
23 | 2035/36 | $234,279,500 82.50% $193,280,588 $10,700,000 | 6% $14,056,770
24 | 2036/37 | $257,707,500 82.50% $212,608,683 $10,700,000 | 6% $15,462,450
25 | 2037/38 | $283,478,500 82.50% $233,869,763 |- $10,700,000 | 6% $17,008,710
26 | 2038/39 | $311,826,500 82.50%. $257,256,863 $10,700,000 | 6% $18,709,590
27 | 2039/40 $343,009,000 82.50% | $282,982,425 $10,700,000 | 6% $20,580,540
28 | 2040/41 ‘$377,310,000 82.50% $311,280,750 $10,700,000 | 6% $22,638,600
29 | 2041/42 $415,041,000 82.50% $342,408,825 $10,700,000 | 6% $24,902,460
30 | 2042/43 $456,545,500 82.50% $376,650,038 $10,700,000 | 6% $27,392,730
31 2043/44 | $502,200,500 82.50% $414,315,413 $10,700,000 | 6% 53_0,132,030
32 | 2044/45 | $552,420,500 - 82.50% $455,746,913 $10,700,000 | 6% $33,145,230
TOTAL - $4,773,568,080 | $302,542,860 - $327,541,915

$5,766,814,000

Source: Moscone Expansion District Management District Plan, updated November 14, 20? 2

Long Term Operating and Maintenance Costs of Project
Moscone funds operating and maintenance costs through two sources: TID hotel assessments and the
General Fund. In May 2012 the TID completed a $56 million Moscone interior renovation which
modernized the kitchen and all 24 bathrooms and replaced many of the airwalls, light fixtures, elevators,
escalators, HVAC distributors, fire alarm controls, cool tower and interior finishes from paint to carpet
and directional signage. While one-time in nature, all of these improvements extend the useful life of
the building and decrease the annual expenditure necessary to keep the facility in a state of good repair.

In the current year (FY2012/13) the General Fund allocated nearly $77 million to Moscone, prlmarlly for
the operating contract with the convention center manager SMG, for property rent and debt service on

previous expansions and for ancillary costs from utilities to insurance and professional services.

Operating and maintenance (O&M) costs are included in the convention operator’s contract along with
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$119,606 in annual janitorial services costs and individual vendor contracts for maintenance of
elevators, escalators, HVAC and kitchen equipment.

In addition to these existing O&M agreements; if approved by a weighted majority of district hotels and
a majority vote of the Board of Supervisors, the new MED will contribute 1% of assessment revenues
toward a new Capital Reserve Fund to pay for renovations of and improvements to the Moscone
Convention Center complex. This percentage grows to 6% of assessment revenues in FY2022/23 when
the allocation for expansion drops from 86.5% to 82.5% as shown in Table VI above and as the likelihood
of future O&M needs increases. '

Debt Load to Be Carried by City

The San Francisco Office of Public Finance Cash Flow Analysis (Exhibit C, attached) details the
construction draw down schedule, sources, uses and excess revenue for the Moscone Expansion
Project. As a means of bridging the gap between the annual revenues described in the previous section
and the upfront construction costs, the City intends to issue commercial paper in 2013 followed by
Certificates of Participation (COPs) beginning in January 2017. At a conservatively estimated 6.00%
interest rate and accounting for costs of issuance, capitalized interest, and underwriter's discounts, this -
COP issuance results in annual debt service payments of $35.5 million beginning in FY 2018/19 or a total
of $994,538,000 over the 30-year COP term.

The City's issuance of COPs for the expansion of Moscone will have no adverse impact on San
Francisco's debt capacity. Debt service payments will be covered by MED assessment revenues plus the
City’s defined contributions beginning in FY2018/19, with the City paying any shortfalls arising in any
given year. If MED assessment revenues accrue below the maximum allowable rate as estimated in
Exhibit C, the City may need to cover annual shortfalls in the first eight years (FY2018/19 through

FY2025/2026) up to an estimated maximum of $6,242,000 and an estimated cumulative fund balance
over eight years of $28,184,000. This shortfail would be repaid by future year MED assessment
surpluses as described in the Management District Plan.

Conclusion and Fiscal Feasibility Determination

The Moscone Center is already a strong contributor to the local economy with convention business
accounting for $1.79 billion in local economic éctivity in 2011: fully 21 percent of San Francisco’s tourism
economy. However, strong demand for future bookings and more contiguous exhibition space
demonstrate that Moscone must expand its square footage in order to remain competitive within the
meetings, convention, and exhibitions industry. '

Independent evaluations of the convention market show that Moscone has reached full capacity and
could lose up to $2 billion in potential lost revenue if not expanded to keep up with market trends.
Analysis of several expansion alternatives estimate that the Project would generate over $734 million in
net financial benefits to San Francisco through FY2025/26 along with a net increase in employment of
3,480 local jobs through FY2021/22. :

The City would issue commercial paper and Certificates of Participation to cover the estimated $500
million construction cost. Moscone Expansion District (MED) assessments on gross tourist room
revenues plus General Fund contributions of $8.2 to $10.7 million per year beginning in FY2018/19 would
cover the estimated annual $35 million debt service payments as further described in the Management
District Plan (MDP) unanimously approved by the Board of Supervisors on November 20, 2012.
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These two revenue sources significantly exceed the costs of construction over the 32-year term of the -
MED, would not impact the City’s debt capacity, and therefore pose little risk to the City’s General Fund
other than its responsibility to cover annual shortfalls. While the San Francisco Office of Public Finance
estimates that annual shortfalls could reach as high as $6.2 millionin FY2018/19, these shortfalls would
be reimbursed by future year MED assessments as described in the MDP.

An expanded Moscone Center would allow San Francisco to retain its existing convention business and
provide the contiguous square footage to accommodate larger meetings or more flexibly accommodate
multiple simultaneous bookings. It also provides the opportunity to make needed streetscape
improvements, enhancing the Center’s connection to the surrounding neighborhood and advancing
elements of the Planning Department’s Central Corridor Project.

As a long-term net producer of both financial benefits and new employment, the Moscone Expansion
Project is a prudent investment of public funds and a fiscally feasible and responsible undertaking per
Chapter 29 of the Administrative Code. It leverages the shared goals of the City and the hotel industry to
provide added capacity to one of San Francisco’s primary economic engines and offers the opportunity to
re-envision and reconnect Moscone to the South of Market neighborhood growing up around it.
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Exhibits |
A. Site Plan — Moscone Expansion Project Study Area,
B. “Moscone Convention Center Expansion, Draft Cost Benefit Phase Il Analysis Prepared for
San Francisco Tourism Improvement District Management”, Jones Lang LaSalle Hotels, May
25,2012
C. San Francisco Office of Public Finance Cash Flow Analysis
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Exhibit B: JLLH Cost Benefit Analysis
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May 25,2012

Ms. Lynn Farzarol

Senior Manager TID/Foundation
San Francisco Travel

201 Third Sireet, Suite 900

San Francisco, CA 94103

Re:  Sirategic Advisory Services — Moscone Expansion Cost Benefit Analysis — Draft Phase lf Analysis

Dear Ms. Farzaroki;

. Jones Lang LaSalle Hotels (“JLLH), a division of Jones Lang LaSaile Americas, Inc, is pleased fo subrmit_herewiih
our comprehensive draft review of the performance of the Moscone Centers existing facilities, competitive
environment, potential for expansion and lodging market analysis. The information gleaned from the review process
of the properiy and its market, along with the cost-benefit analysis conducted by JLLH and the assurnptions stated
herein, collectively form the basis of the conclusions and recommendations of this repont. It is fo nofe that this Draft
report only presents the conclusions related to the Econornic Impact Analysis derived from increased atfendance and
visitor spend upon expansion of the Moscorie Center facilities. ) -

Please do not hesitate to contact either of us i you have any questions regarding the report.

Respectfully submitted,

Andrea Grigg . . ) Hairy Schoening '
Senior Vice President : Managing Director
Jones Lang LaSalle Hotels Jones Lang LaSalle

Cc: Greg Hartmann
Amelia Lim
Lauro Ferroni
Tu-Uyen Do
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12

Executive Summary

Scaope of Work

. Jones Lang LaSalle Hotels (“"JLLH) hés been engaged by the San Francisco Tourism Improvement District

Management Cozporation (“TID") to perform a cost/benefit and rstum on investment analysis in connection with
the contemplated expansion of the Moscone Convention Center {Moscone Center). This Draft report only

. presents the-conclusions related the Economic Impact Analysis derived from increased attendance and visitor

spend upon expansion. To arrive at the conclusions presented herein, JLLH has undartaken the following scope
of worlc

= Review of Existing Facility Performance, fo include analysis of cn-the-books events, booking pattemns,
" utilization rates and user profile, interviews of key personnel, development of a SWOT analysis to inform the

future attendance projections for the various contemplated expansion scenarios;

« Swurvey of Competitive Environment and Potential for Expansion, to include the study of expansions
implemented at comparable convention centers, survey of competitive supply, interviews with compefitive
caonvantion center managers and research on how the proposed facility can fill a market niche;

= Analysis of San Francisco Lodging Market, to include historic analysis of supply and demand, assessment
of the impact that previous Moscone Genter expansions have had on hotel revenue, and regression analysis
of attendance figures to key economic metrics;

'« Expansion Economic Impact Analysis, to include attendance projections for d vériety of expansion

scenarios, forming the basis for determining the economic Impact on visitor spending and Moscone C-enter
facility.

Key Findings — Review of Existing Facility Performance

The Moscons Center Is located in San Francisca’s SOMA / Yerba Buena district. The convention centér is
comprised of three main buildings, Moscone North and Moscone South, which are connected underground, and

Moscone West, a free-standing building.

Moscone South opened in 1981, and consists of 260,600 s.f. of exhibit space. Moscone Ndrth opened in 1992, -
adding 181,400 . of exhibit space to the facifity. The latest addition is Moscone West which featu res 96,700 s:f.
of exhibit space. .

The Moscone Center Is owned by the City and County of San Francisco. The Moscone Center Is privately
managed by SMG, an entertainment and convention center venue manager. Convention business for the center

is booked by San Francisco Trave) which serves as the city’s conventions and visitors’ bureau,

Attendance data analyzed by JLLH highlights that Moscone Center convention attendee levels can fluctuate
considerably from year to year. The volatifity in aftendance is driven by economic changes along with the
schedule of rotations of the center's largest groups. Consistent with other convention centers in large U.S. cifies,
the convention calendar has a significant impact on lodging market performance and economic output.

The JLLH Consulting Team reviewed Moscone Center annual reports, definite group booking reports and lost
business reports in order fo determine booking pattems, utilization rates, user profile by business sectot, average
spend and space utilization. This analysis was employed to inform fu'fure aftendance projections and the cost
benefit analysns of the various expansion scenarios.

COPYRIGHT @ JONES LANG LASALLE IP, INC. 2012. All Rights Reserved



Mosconz Center Expansion Cost Benefit Analyxis — Phase I Anafysis

Attendance trends: The two largest business sectors of’groups that convene at the Moscone Center
ase High Tech/Computer and Medical, tagether accaunting for two thirds of attendees.

Average Gross Exhibit Space Used per Attendee: The amount of gross exhibit space used per
attendee approximated 40 sf. in FY 2010/2011. For groups booked in fufure years, the metric
genzrally marks a gradual decline, suggesting that more attendees are convaning in the same amount
of space—a trend which generally supporis that an addition of exhibit space is warranted.

Average Direct Spend per Attendee: From FY 2011/2012 onward, per-attendee direct spend is
expected to remaln flat/mark a slight decrease.

Average Number of Event Days per Convention: JLIH concluded that the Moscone Cenfer is
currently not exposed to any significant convention industry trends whereby the average length of a
convenfion is increasing or decreasing substanfially. .

~Summary of Previous User Surveys

In an attempt fo uncover other trends or insight for its atfendance projections and subsequeni economic impact
calculations, JULH also evaluated existing Moscone User surveys. Surveys reviswed generally indicate users’
satisfaction with San Francisco Travel from & convention sales aspect and affirm the draw of San Francisco as a
destination, Furthermore, some respondents noted dissatisfaction with the non-renovated areas of the: Moscone
Center; and, in some cases, respondents cited space constraints as a potential future impediment.

Analysis of Key Lost Groups

To quantify the loss in attendee spend due to Moscone Center space constraints based on the lost business
report provided by San Francisco Travel, JLLH established a methodology whereby each reasen for loss of a
graup was assigned a factor-in terms of how much the loss was related to space constraints, This factor was
multiplied by the estimated direct spend for the groups lost due to that particular reason. The analysis leads to the
conclusion fhat the total assumed loss in direct spend resulting from Moscone Center space constraints and
related categories s $2.1 billion for the years 2010/2011 through 2019/2020

Direct Spend of Lost . Atribulled Result of
" Busingss per Loss in Direct Spend
Category {St1) - (81

JLLK Assumed Faclor in Being

son-JLLR & ted Categori .
Reason - JLL Adapted Categaries Related to Space Conslrainls

" Firsl Option Went Dafinite T T 8% g 112 §
Board Dagision . - 18% $ 3110 § 467
Change in Fotafion 15% 3 12716 § 91
Dateg Not Avallable 10% 8 1715 § 172
Does Not Meet Center Requiements 0% $ 455 % -
Economic Reasons 0% 3 531 § -
Spate constraints 100% § 950 § 950
Other 25% § 887 § 222
s | A

" Total Assumed Loes in Ditect Spsnd duz lg Space Consiraints {Groups Lost from 2016-2019)
Source: Jones Lang LaSalle Hetels

1.3 Key Findings ~ Survey of Competiﬁve Environment and Potential for Expansion

JLLH evaluated competitive convention centers in the U.S. In summary, the Moscone Center is smaller than the .
12 convention centers that JLLH deemed most competitive to it, especially with regard to exhibit space: the
Moscone Center has 1.7 si. of exhibif space per square foot of meeting space, while the competitive sef’s
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average is 4.3 sf. of exhibit space per square foot of mesting space—-éupporﬁng the. case for an addition of

- exhibit space at the Moscone Cener.

JLLH independently demonstrated that a market growth rate applied fo the current number of attendees warrants
the addition of exhibit space at the Moscone Center in the firture. JLLH demonstrated that by FY 2021/2022 the
growth in attendance will warant an addttlonal minimurm 120,000 s.f. of exhibit space.

Competltwe Convent:on Center Expanswns Impact on Lodging Market

JLLH studied the impact that substantial expansions of the 12 compstifive convention centers had on their
respective lodging markefs. The analysis yielded a measurable impact that the various convention center
expansions had on hotel revenue: the thres years after a convention center expansion was completed saw an
annual RevPAR growth premium of 2.6 percentage points (compared to if no expansion tock place). This analysis
shows that an expansion of a convention center can enhance hotel RevPAR across the relevant market areas.

Filling Market Niche with Expansicn

JLLH examined how the proposed expansion can fill a market niche to lead fo a competitive advantage. Elements
for success include: -

s Allow for natural light where possmle
e The additional exhibit space should be configuous with the Moscone Centel‘s largest exhibit hall,
»  Any additional buildings should be physrcally connected with Moscone North/South.

Key findings —Analysis of SanFrancisce i.odging Market

There are currently 224 hotels in San Francisco with a tofal of approximately 34, 300 guest roms, ruughly 25,000
of which are within walking distance of the Moscone Center. No new supp!y has entered San Francisco since
2008, a stark contrast to other major U.S. gateway markets. ;

San Fraﬁcisca Lodging M;clrket Outperformed Post Previous Moscone Expansions

Having demonstrated an a nationat bams that convention center area hotels generally garner higher revenus
growth after a convention center expansion (compared to the long term average), JLLH analyzed the impact to
RevPAR three to five years after the year of expansion for San Francisco specifically.

The three-year post expansion real RevPAR compounded annual growth rate ranged from 5.4% to 8.4%, and the
five-year post expansion real RevPAR CAGR ranged from 7.8% to 12.1%. These growth rates generally exceed
the 6.6% long-term real RevPAR CAGR that the cﬂy’s care convention center hotels experienced, and as such
supporis that s;gmf‘ icant Moscone Genter expansmns have led to higher real HevPAF{ growth than witnessed
during non-expansion periods. .

-Gross Metro Product and Hotel Demand Correlated fo Cdnvention Aftendance

JULH performed a regression analysis betwsen convention attendance hotel demand, RevPAR, retail sales
revenues, wage and salary disbursements, gross metro product, air passenger traffic, leisure and Rospitality
employment and hotel tax revenues. The highest correlation resulted between convention attendance and San
Francisco County gross metro product, hotel demand for core convention area hotels and San Francisco County
wage & salary disbursements, all of which exhibited a correlation of 0.70 and above, exhibiting. the relatlvely
strong relationship between convention attendance and economic factors in San Francisco.
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1.5 Keyfmdmgs Expansion Econommic lmpactAnalys:s : ' B

JLLH conducted an economic impact analysis of the various Moscone Center expansion scenarios to address the
business case for optimum expansion of the current -facilties, JLLH forecast impact based on projected
mcremental income to the expanded faclity and econormc impact derived from mcremental visitor spending.

Evaluation of Various Expansion Scenarsos

JLLH projected the growth in attendance from FY 2011/2012 through FY 2025/2026 for & variety of expansuon
scenarfos, summarized below:

R ' MosconeCente;Exanion Scenarips ) . _ f .
Scenarlo Componenifs) ~~ <~ - v 0 T TR Saleable Space (§1)

1 - Moscone East Construcion : 170,150
2 Third Steet Addiion and Howard Street Connechr Expansion 206,708
3 Third Street Addlion and Moscone East Gonstrucion - 269,850
4 Howard StreetConnecior Expansnn and Moscone EastConstruston - 277,450
5 Al Three Expansmns . 376,850

JLLH first calculated organic growth rates in Moscone Center attendance assuming no expansion in space. An
assumed growth rate of 2.5% per annum was applied {o the attendance for FY 2010/2011.

JLLH subsequently calculated aftendance projections for the three expansion scenarios defaifed below, along
with all possible combinations thereof. JLLH took the organic attendance growth figures (capped at a space
utilization rate of 2.2 as described in the body of the report), and calculated the induced demand, expressed as
number of groups mulfiplied by avarage historic group size. The final projected attendancs figures for each of the
expansion cases thus represent organic growth, plus xnduced demand, minus dlSp]aGBd demand.

Calculation of Economic Impact Scenario

JLLH studied the economic impact that various expansion scenarios are expected to yield. To compute the full
ecanomic impact of the various expansion scenarios, JLLH relied on data from IMPLAN. IMPLAN’s muttipliers
consist of three types of impact: direct, indivect and induced effects. Direct effects are those related fo the initial
spending in the economy, and indirect effects measure the additional businesses needed fo purchase goods and
services fo-produce the product purchased by the direct effect. Induced effects are the response by an economy -
to the initial change causing further local economic activity. :

In computing the full economic impact per the above-referenced methodology, JLLH calculated the impact of

incremental Moscone Center Net Operating Income and incremental visitor spending. JLLH excluded the
economic impact from the construction from the construction itself in the analysis of th five expansion scenarios.

Economic Impact Summéry

" The table befow shows the forecasted net economic impact and employment changé sumniary for each scenario;
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5 C_:Ecoﬁbmin I‘ri%pa“‘ct:-”\'isi_{cr.Spenr'lvi"ng"&' Mo:s‘po” H‘:Center Faczhty '

Chanée in -
~ Employment :

Ranking  Scenatio . Compenents : NetEconom:clmpact

1 5 AnThree Expansmns - ) ' c "~ §1,434,098,880 8,678 -
2 4 Howard Sireet Cannecbr Expansion and Moscone East Gonskucion $1,331,026 465 8,616
3 3 Third Street Addifon and Moscone EastConstruciion $802,700,493 3,682
4 2 Third Street Addion and Howard Street Connecior Expanslon $734,402,888 3,480
5 1 Moscone EastConstrucion o ‘ $699,631,255 3412

Based on the economic impact analysis from visitor spending and iaking into account the Net Ope_rating income
from the Moscone Genter operations, Scenaric 5 with all three expansions yielded the highest net economic
impact with the highest change in employment.

Impact on Hotel Market Occupancy

JLLH projected future hotel demand, assummg no supply jncreases to core convenhon .center hotels to
demonstrate how increased attendance assamated with the recommended expansion will likely warrant the
addition of new hotel supply in the future.

Based on the projection methodalogy detalled in the body of the repor, the rise in convention attendees amid .
minimal supply increases is expected 1o be limited by an annual oceupancy likely not to exceed low to mid 80s-
occupancy levels given the weekly and seasonal cyclical periods of lower demand.such as Sundays and

helidays. These cyclical limitations indicates that a high degree of lodging demand will go unaccommodated

and/or be tumed away toward hotels outside of San Francisco or diverted from thelr frip all fogether. Therefore,

based on the incremental convention center attendance resulting from the various expansion scenarios, there is

strang evidence fo suggest that the market will be able to support the acdifion of new hotsl stock over the

medium term. The addition of hotel rooms, whether part of an official convention center headquarters hotet, or

another hotel in the immediate area, will have an additional positive impact on area employment, economic

impact, tax revenues and forecasied Intemal rates of retum beyond what is quantified in this report.
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2.1

Review of Existing A'Facility Performance

Properfy Overview

The Moscone Center is located In San Francisco’s SOMA ! Yerba Buena district. The cohvention center is
comprised of three main buildings, Moscone North and Moscone South, which are connected underground, and

‘Moscone West, a free-standing building. The three buildings comprise of approximately two million square feet of

building area. The center is named after George R, Moscone, a former mayor of San 'F'rancisco.‘There are
approximately 25,000 hotel rooms within walking distance of the convention center.

Moscone South opened in 1981, and cansists of 260,600 s.. of exhibit space In Halls A, B and G, Moscone North
opened in 1992, adding 181,400 s.f. of exhibit space in Halls D and E. This addition is connected to Moscone
South via underground corridors and meefing space. The latest addition to the center is Moscone West, a stand-
along building located one-half block to the wesi of the other two buitdings. Moscone West features 96,700 s.1. of
exhibit space on the first level.

. /1 ggrege Soclety . crrr i
BARTMun ¥ P
Bowellst” » Yerba Museym
Stati tena 0 <

% Gardens Modern s,
: _ Metreon Moscone ™™ %y
Te %ﬂg,gn 3 North % @ %, &
Moscone &  Moscone fosre ¢

Y N asconeg s°uih Garags
% 5 West -

B Zeum 3.
- > %"5"“’"%‘
e ¥ rage &
I . . Garage "

Source: Moscone Genter website

The Moscone Center is owned by the City and County of San Francisco. The Moscone Center s privately
managed by SMG, an entertainment and convention center venue manager. Convention business for the center

" Is booked by San Francisco Travel which serves as the city’s conventions and visitors’ bureau.

The JLLH Consuiting Team performed a comprehensive review of the historic performance of the Moscone

Center by analyzing annual reparts, definite group booking reparts and lost business reports in order to determing

- booking pattems, utilization rates, user-profile by husiness sector, average spend and space utflization. This

analysis was used to inform the Moscone Center and future projections and the cost benefit analysis of various

- expansion scenarios.

JLLH toured the North, Seuth and West buildings of the Moscane Center on January 20, 2012, viewing both front-
othouse and back-of-hause areas. JLLH was able to visually inspect non-renovated areas and renovated
spaces, along with Moscone West, the newest building of the Moscone Center. JLLH also viewed the Third Strest
Garage (from the outside) which represents a potential expansion site for Moscone Fast.
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In addition, JLLH held in-person meefings and interviews with senior personnel from the Mescone Center and
San Francisco Travel, to include the Senior Manager of the TID Foundation, the EVP & Chisf Customer Officer of
San Francisco Travel, the VP of Convention Sales for San Francisco Travet and the Assistant General Manager
of the Moscone Center. Contenf from these meatings was central in informing JLLH's recommendations and is
summarized in JLEH's fles,

In arder to ensure a complete review and assessment of the Moscone Center, JLLH also obtained background on
the operating structure of the Moscone Center and the center's collaboration with San Francisce Travel and the
TID during these meetings. JLLH confirmed that the Moscone Center's mandata to achieve maxdimum economic
impact for the City of San Francisco supersedes its objective fo itself turn an operating profit. As such, the
Moscone Center often operates at a net operanng income loss, which is typical of convention centers across the
courtry.

JLLH also established during the above-referenced mesfings that if is the Moscone Center's policy to generally
not hold any public shows at the center, the exception being the San Francisco Intemationat Automobile Show.
This avent takes place sach November and typically draws up to 300,000 attendess which purchase a ficket to
enter the show, thus marking a significant difference from other convention attendees (delegales) who atterd a
convention due to their affiliation with a certain company. assocxanon or bustness sector.

Representatives from San Franctsco Travel and the TID stated that the Moscone Center is unlikely to consider
holding mote public shows such as the auto show. Therefore, JLLH did not consider this scenario in fts
recommendafions or pro;ectmns

Current Usage of Moscene North, South and West

Since Moscone North and South are connected, they can bs marketed as one space for a large event or divided
up into two separate bulldings for two separate groups. The newest addition, Moscone West, was originafly bufit
as a stand-alone facility and to level out hotel room occupancy, since hotel accupancy in the market generally
declines during- the move-in and move-out days of the convention period. The original intent was to fil up
Moscone West during Moscone North and South’s mave-in and move-out days in order to maximize-the market's
hotel occupancy. According fo Moscone Center's General Manager, although Moscone West's bookings ended -
up not coinciding with Moseone North and South's move-in and move-out days, it did increase the usage of all
three buildings.

Moscone West has been a success due to its flexible space with moveable walls for exhibit space, general
sessions and spacious meetings, 28-foot high ceilings, natural light, and great design and acoustic. The only
complaints received for Moscone West are the lack of connection to Moscone North and South and the lack of
office space, but there are plans fo convert some meeting space into several office space for clients use.

JLLH evaluated whether Moscone West could be marketed as a stand-alone fagility following an expansion of the
Moscone Center. From reviewing definite booking reports, JLLH notes that Moscone West is In some instances
already being used {o accommodate groups on a self-sufficient basis, meaning that all activities are housed in
Moscone West without making use of Moscone North and Moscone South. This represents a considerable
benefit, because it allows for separate meetings 1o be going on autumatlcally, without creafing any conflicts of
cross-over in the same building.

The construction of Moscone East would likely result in a similar scenario whersby events could be held in the
facility on a stand-alone basis. If Moscone East wers to be built, the Moscone Center could theoretically houss
three groups simuftaneousty: one in Mascone North/South, a second program in Moscane West, and a third
event in Moscone East.



Moscone Center Expansion Cost Benefit Analysis — Phase I Analysis

2.3

COPYRIGHT © JONES LANG LASALLE P, INC, 2012, All Rights Reserved

Bud for large groups, no matter which of the expansion scenarios is selected, Mascone West will continue fo be
required to accommodate the needs of the group. JLLH therefore does not-deem it strategic to permarnently
market Moscone West as a stand-alone facility, but rather recommends continuing to use i as a stand-alone
facllity when it best fits the needs of a given group. ‘

Ioscone Center Historic Attendance and Event Yolume

JLLH conducted a thoroughr analysis of the Moscone Ceniter's historic pgrfoﬁnance and definite groups on the
books. San Francisco Travel provided JLLH with the annual aftendance and number of events from FY

198971990 through FY 2010/2011, displayed in the chart below. -

) Annual Attendance and Evente FY 1983/{990 - FY 2010/11 .
1,400,000 - — e W0

120

. ﬁnr‘mél Aendance

Souree: Moscone Center management (SMG}

JLLH was provided with Moscone Center Annual Reporis for FY 1980/1991 onward. Overall attendance reached
an intetim peak of 894,600 duting 1998/1999. Attendance thereafter dipped slightly in 1989/2000, but the volume
of convention atiendees increased in 2000/2001 to 839,400. This time period marked the height of the tachnology
boom in the San Francisco area, which was a driver for technology-related conventions. Consistent with national
trends, convention attendance declined following the events of 8/11. and the ensuing economic downturn,

_' In San Francisco, the dip in the technology sector further contributed fo an ongoing slowdown in convention
affendance. As is described in more defail in Section 4 of this report, San Francisco experienced a longer and

deeper lodging market downtum following 9/11 than most other large U.S. markets, and convention cenfer
affendance figures mirror this trend. The Moscone Center’s attendance hit trough levels in FY 2001/2002 at
744,700 atfendees, and FY 2002/2003 showed an increase of only 3,000 attendees. Moscane West -opened at
the end of FY 2002/2003, and total attendance increased by 25% in FY2003)’2004.

- Amid accelerating economic growth, annual attendance increased fo a then record-high iri FY 2005/2006 of

1,046,300 attendees. Due ta the rofation of several large groups, FY 2006/2007 saw a 7% decfine in atiendancs,
: 10
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but attendees thereafter grew o an all-tme-high of 1,279,000 in FY 2007/2008. The economic downturn ihen
contributed fo a 24% attendance decline in FY 2008/2008 and a further 5% dip in FY 2009/2010 to 919,800
attendees. Attendance rose by 19% in FY 2010/2011 fo reach 1,093,000, representing the highest levet in four
years, but still 15% below the record FY2007/2008 peak.. '

fluctuale cans;derabl'y from year to year The volatlhty in attendance |s ‘driven by economlc changes
along with the sched ule of rotations of the oenter S, largest groups Conssslent with the conventlon center

pe_rformance and _ecopqm:c qutput.

The annual repdrts contain more detailed attendance data based on type of event, which JLLH plotied for

- 2000/2001 onward to show additional detail in the chart below. The largest subcategory of convention attendance

as defined by San Francisco Travel is the Convention/Tradeshows category, which comprises roughly 50% of
total attendance each year. The néxi-largest categories are Tradeshows and Consumer Shows (Public/Gated).
Consumer Shows include public shows such as the San Francisco Automobile Show.

fMoscone Center Event Attendees
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Source: Moscone Center annual reporis

Profile of Facility Users and Associated Trends

' Following the review of the annual aggregate figures, JLLH conducted a more detaifed analysis of both historic

group bookings since FY 2001/2002 along with dsfinite bookings on the books through FY 2019/2020 based on a
report provided by San Francisco Travel.

This definite booking report contained data on 766 meetings. The overall attendance figures in this report do not
necessarily match the overall attendance figures stated in the Moscone Centers annual reports for previous
years because a number of confidential conventions were omitted from the detait report furmished by San
Francisco Travel. The number of groups listed for FY 2001/2002 and FY 2002/2003 was considerably sparser
than for the subsequent years; the data for these years was incloded only where it did nof skew the findings. The
report did not contain the headguarters location of the group nor did it state the point of origin of the attendees 80
JLLH did not analyze this.

11
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JLLH conducted an analysis of the definite booking report to tabulate data and establish trends in the following
calegories by year and primary business sector: S

+  Aftendance .

«  Average gross exhibit space used per attendee
= Average direct spend per atlendes

*  Average number of event days per convention”

JLLH drew comparisons to nafional trends in the meetings industry where appropriate, JLLH synthesized
information from the 2012 Meetings Market Trends Survey, an online survey completed by 805 meefing planners
to assess the macro perspective in the mestings industry and inform findings about overall issues the industry
faces. The number of responses collected for the survey (805 responses) is considered a statistically significant
numbar. . : :

According to the survey, the three 'Iargest challengés that meeting planners expect o face in 2012 are increasing
costs, a lower budget, and declining attendance. These concerns were consistent with themes picked up during
the Moscone user interviews and competitive convention center management interviews,

The 2012 Meetings Market Trends Survey also summarized mesting planners’ main overall perceived threats to
the meetings industry going forward. Economic pressures were the most frequent response, accounting for 70%
of responses. The other selections received far fewer responses: Only cne in ten respondents cited virtual
meetings as a threat to the industry.

Lastly, JLLH reviewed the most fikely changes that mesting plannars expect to see in the fullre based on the .
survey. The methodology for this question was unclear as the responses did not total 100%, but JLLH
nonetheless reviewed the most frequert responses. Among the most common responses was “more complicated
contract negotiations”, often due to organizations’ desite ‘o monitor budgets and mitigate risk. Meeting planners
and convention center managers that JLLH interviewed alsa cifed this as & prominert trend that is likely here fo
stay. T : ’

Ancther common response In the 2012 Meetings. Market Trends Survey was the “greater emphasis on ROP",

~ which again is consistent with responses gathered during JLLH's interviews. Another frequent teply was that
meeting planners concurrently cited “less entertainment” along with "more meeting sessions per day” as trends
for the future. This implies that meetings’ programs are getting fuller and condensed in order to focus more on the
business purpose. ‘

JLLH deems the review of the 2012 Mestings Market Trends Survey as an important component in assessirig the

 national meetings industry broadly and the Moscons Center user profife specifically. Following the above review
of high-level trends, JLLH presents below the user profile analysis with regard to the Moscone Center specifically.

Attendance Trends

As a basis for conducting an -informed projection for future convention center attendance, JLLH analyzed
Mosgone Center annual attendance by business sector, The definite bookings reported provided by San
Francisco Travel contained a categary titled “Meeting Account Market Segment”, which classified each group as
Association, Corporate or- Trade Shows & Expositions business. For the Association and Cotporats business, a
business sector was idenified, but JLLH often deemed the categories as too broad and/or not mutually exclusive,
Moreover, 16% of the groups were classified as Trade Shows & Expositions without merition of business sector,

. 12
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JUH therefore attributed each group to. one of nine business sector. categories defined by JLLH to more
accurately capture the business industry atiributable to the group: High Tech/Computer, Medical, Science,
Education, Architesture/Construction/Real Estate, Financial Services, Food Industry, Marketing/Digital Media and
Cther. Public shows, such as the annual San Francisco International Auto Show, along with the Major League
Baseball DHL All-Star FanFest held in 2007 were excluded from the analysis as these groups are diiven by
different businass factors and have a less significant economic impact on the surrounding hotels.

The two.largest business sectars of groups that convene at the Moscone Center are High TechiComputer
and Medical, together dccodnting for two thirds of attendees during the time frame studied. Based on

inte i‘\i'g'_a\_;g;_with competitive convention center managers, these two sectors are considered among the

most lucrative in terms of economjc spend.

Moscone Center Definite Booking Attendance by Business Sector
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Source: San Francisco Travel, Definite Booking Pace Report

JLLH calculated the standard deviation by which annual attendance varied from all years, and detsrmined that
the attendance count in the"High Tech/Computer business sector generally was most volatile. The business
secior with the second greatest standard deviation was the Medical sector. JLLH however cautions that this
analysis is influenced greatly by the completeness of the data, Any omitted {confidential) groups can skew.the
volatility of the group, and as such did not assign much weight to the valatility of groups in its analysis. )

Average Gross Exhiblt Space Used per Attendes

JLLH analyzed the average gross exhibit space used per attendee as a bas’s for iis aftendance projections. The
definite booking report stated which buildings the groups occupled (Moscone Norih/South/West). JLLH
considered the exhibit space square footage of the space(s) in question and divided it by tefal attendance for the
group. The chart below depicts average gross exhibit space square footage occupied by attendee averaged
across afl business sectors. : : ' '

. 1.
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Gross Square Feet of Exhibit Space Used per A.ttendee

=
o

>

8
(=)

-
=
[=]

1
-
E

Gross Square Faet of Exhiblt Space Used per Atlendaa
s A
Q [«]

P =D = —

200112002
2002/2003
200342004
2004/2005 |
200572006 |
2008/2007 |
2007/2008 |
200812009 |

" onogrenio

arzont
1otz
gi2020

= - = e e =ee = 2 F

20
20
20

Source: San Francisco Travel, Definite Booking Pace Report

The amount ‘of gross exhibit space used per atiendee peaked in FY- 2005/2006 at 54 s.f. per attendee and

- thereafter has generally marked a softenmg. For groups boaked in future years, the metic thereafter
generally marks a gradial declme, suggesting that| more attendees are convening on the same amount of
space—a trend which generalty supports an addmon in exhtblt space is warranted for the Moscone
Center. When comparing attendees per exhibit space in ‘the most recent year, Mascone Cehter was the
second highest out of the competitive set, only after Las Vegas.

Average Direct Spend per Attendee

JLLH evaluated the average direct spend per aftendee based on the definite group bocking repart. According fo
San Francisco Travel, the direct spend category refers to spending In San Francisco only and is comprised of the
following three categories: a) Jocal spending on ladging, dining, entertainment, retail and local transit based on
San Francisco Travel surveys; b) local spending by meeting sponsors based on Destination Markeiing
Associafion International estimates; and c) local spending by exhibitors on booths and entértainment based on
Destination Marketing Association Infernational estimates. Together, this comprises the estimated direct spend of
a group in San Francisco, which JLLH divided by the number of attendees stated in the same file.

Direct spend represents a lower figure than the overall economic impact. Direct spend data for FY 2001/2002 and
FY 2002/2003 are not always reported so JLLH commenced the analysis for FY 2003/2004 onward. The
aforementioned analysis was condusied separately from the economic impact analysis in Saction 5. The purpose
of the analysis described in this section was primarily fo ascertain how average direct spend per attendance is
trending. Average direct spend per attendee peaked in FY 2009/2010 driven by several .groups which
represented a high level of expenditure and lower than average nuraber of attendees as a denominator. San
Francisco Travel did not specify whether the figures are adjusted for inflation, so it is assumed that the figures
represent actual spend in the respective years at that year's cuirent dollars,

. 14
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Average Direct Spend per Attendee
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From FY 201112012 onward, the : average dlrect spend per Moscone Center attendee stabilizes at roughly
$1, 400 per year. As such there ‘are no stnkmg trends to bé ascenamed from thls analysis and pef-
attendee direct spend is expected to resmain fiat or mark a slight decrease over the forecast horizon
based on the data prov:ded :

JLLH atso evaluated industry trends with regard to meetings budgets. While data containing a national long-ferm
trend fine was not readily available, JLLH did review the: 2012 Meetings Markef Trends Survey, an online survey
completed by 805 meeting planners, which stated that 50% of respondents expect thair meetings budget to be
flat in 2012. Another 27% of those surveyed expect their budgets to decrease, while 13% expect an increase. The
findings frorn this survey are largely consistent with the data analyzed from San Francisco Trave! for the Moscone
Center. .

Expected Budgst Changes i 2012 based on Industry
. Survey

Source: 2012 Meefings Market Trends Survey
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COPYRIGHT © JONES LANG LASALLE IP, [NC. 2012, All Rights Reserved



Moscone Center Expansion Cost Benefit Analysis _ Phase IT Analysis

Average Number of Event Days per Convention

In establishing a profile of past facility use, JLLH also calculatéd the average length of conventions for each of the

fiscal years contained in the definite booking report. The length of a convention is expressed in event days, which

refers to days on which the convention has a scheduled program. The. event day measure excludes the move-in
" days leading up to the show and break-down days following the meeting.

The average number of event days for groups from FY 2001/2002 through FY 2018/2020 is 3.2.days: Aside
from FY 200212003 and FY2003/2004, there lias been ralatively little variation. In future years for which
definite meetifgs are on the books, there is litile variation in average annual number of event days. As
such, JLLH concliides that thé Moscons Center is currently not exposed to any significant industry
trends whereby the average length of a convention fs increasing 6 decreasing substantially.

Average Event Days Per Convention
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Souce: San Francisco Travel, Definite Booking Pace Report

The average number of event days for conventions held at the Moscone Center is in line with indusfry averages.
According to the 2072 Mestings Market Trends Survey, an onfine survey completed by 805 meeting planners,
43% of respondents stated that their typical meeting duration is 2.5 - 3.5 days. o '

16
COPYRIGHT © JONES LANG LASALLE iP, {NC. 2012. Al ights Reserved



Moscone Center Expansion Cost Benefit Analysis — Phase I Analysis

Typical Meeiing Duration based on Industry Survey

Source; 2012 Meetings Market Trends Survéy

25  Analysis of Existing Users’ Surveys

To gamer any other insight for its afiendance projections and subsequert economic impact study, dLLH aiso
evaluated existing Moscone User surveys. San Francisco Travel provided JLLH with the resufis of approximately
30 surveys compteted by Moscone Center users following their events held at the Moscone Center between 2009
and 2011.The surveys were generally completed by the lead meeting planner of the convention.

On average, JLLH was provided with one survey per month for the above-referenced time period. The average
attendanice size of conventions for which a survey was received by JLLH was 9,400 attendees {based on self-
reported figures). The majority of surveys indicated that the groups used two or more buildings of Moscone. The
analysis below is based on the 30 surveys received from San Francisco Travel and does not contain any-dafa
from surveys that were reviewed by AECOM as part of their 2009 report. '

Below is a ist of the organ izations that res‘bonded ta the Convention Services Critique Form.:

Oraanizations Responding to Tonvention Services Critique
‘atdech o . -
American Academy of Damatology

American Ghemical Soclsty

American Geophysical Unica

American Psyshlatric Association

American Socjety for Surgsry of e Hand

ASCD

California Denlal Assoclation

Cambridgs Healthtech Inst,

Cardiovascular Research Faundation

Gitrix

1D& Worid Expo, Inc.

Intel Cosporation -

Intemational Trademark Association

Java

National Associafion for the Specialty Food Trade
Nalfional Association of independent Schools

Natlonal Assoclation of Secondary Schoa! Principals
RSA, the Security Division of EMC .
Semiconductor Equipment and Materials fternational
Sacisly of Gynecologic Oncologlets :

SPIE

Subway Franchise Worid Headquerters

SunGard Higher Educalion

UCSF

Urban Land Institute

17
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Below is a list of the questians corﬁained in the survey:

Conventlon Servizes Critlqu
AcMeeling Information
Name of Mesting
Dals of Mesling
Aftendance
Facfities Used .
2,Cx ion Sales Dap .
How would you rale the SFOVB Canvention Sales Representalive's knowledgs of your meefing?
How would you rate the professionalism? '
How wauld you rate the responsivenass?
3, Convention Services Department .
Howwatdd you rate ihe SFCVB Convenfion Sanvices Represenlative’s knowledga of your mezking?
Howwestld you rate the professionafiem? - -
How would you rate the rasponsiveness?
4. Wabsite
Userdriendly
Cantent
5. Coflaieral
- Quality of prorotional materials
’ San Francisco Boak .

e Form -~ Moscone Cenier Users”

Meeting & Event Pfanner-Guide
6. Rats overall experience with SFCYB,
7. Rate overall experience with SFCVE Membey suppliers.
8, San Francisco, The City
Allractions/Entartaining/Shopping
Cleanfiness
Hetel Rates
Resiaurants
Safely
Teanspartation
9. Deseribe oveml! experience in San Francisco
10. Will San Francisco be considsred for this svent again? .

" 11. 1 no, mnk the reasons for not returning, in order of pricrity
12 Please comment of any areas of setvite which you feel we can improve won:
13, Please fist any additional comments you may have:

14. Organization Information -

For most of the questions, respondents were given the option of providing a score of up to 5, with 5 reptesenting
“excellent”, 4 meaning “very good”, 3 representing "good”, and 2 meaning “fair". None of the surveys evaluated

had & score below *2” in any of the categories.

JLLH averaged the scores for each of the major categories. The average scores ars displayed in detail in the
graph below. In summary, satisfaction with the Gonvention Sales Department received the highest scores, at an
average of 4.69. This was followed by the Convéntion Services Department, with an average score of 4.66.
Respondents’ salisfaction with Collateral averaged 4.42 points. The Website category followed at 4.33.

Respondants’ satisfaction with San Francisco as a whole averaged 3,94 points. This category was negafively
affected by respondents’ perception of cleanliness, which averaged 3.55, and the Hotel Rate category, which
averaged 3.34. JLLH atiributes these two below-average scoring categories fo meeting planners’ concems
regarding the homeless population around the Moscone Center and the downtown hotels, and the fact that hotel
rates were often perceived as being high. '
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Selscfion of Moscone Center User Surveys 2009 - 2011
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For the surveys reviewed, 61% of respondents indicated that their overall _experiénce in San Francisco met
expectations, and 39% stated that their expectations were excesded. Additionally, 90% of those surveyed
indicaled that they will consider San Francisco for a future event.

How Users Rate Overall Experience in San Francisco

100%

How Users Rata Overall ExgerienceIn Sen Francisco
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Source: San Franciséo Travel

Wi Not Consider San Frandsca b Thek EventAgaia
& Wil Consiriar San Francisco bt Thelr Evani Again

Three questions on the survey allowed respondents to provide free-form commentary. While these responses
cannat be statistically tabulated, common themes were as follows:

as a destination and popularity among attendees;

COPYRIGHT @ JONES LANG LASALLE (P, INC. 2012, All Rights Resenved

Conventions achieved record-breaking attendance in San Francisco, attributed fo San Francisco's allure

Need for renovation of sections of the Moscone North and South;
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2.6

COPYRIGHT © JONES LANG LASALLE IP, INC. 2012. All Rights Reserved

= City is more expensive than ather cities in the convention’s rotation. This primarily referred to Moscone
Center rental rates, Moscone vendor and labor rates and hotel rates a!ong with perceived rigidness of
hotels when negotiating room blocks and rafes; _
+  Concemn about homeless population in the ‘area surrounding the Moscone Center; cleanfiness of
- sidewalks around the Moscone Center.

interviews with select convention center lisers.

Analysis of Key Lost Groups

JLLH conducted a detailed review of groups that tentafively held dates and space at the Moscone Center but
were subsequently lost, as opposed to being converted to the “definite” category. A review of this data was
deemed essential in reaching an informed decision regarding the cument constraints that the Moscone Centar
faces and for the formulation of recommendatons for the future.

San Francisco Travel provided JLLH with a list of “Citywide Lost & Tumed-Down Groups”. The report was run for
meefing dates from January 1, 2010 through December 31, 2019, The report contained 904 lost and fumed- down

-groups for that time period. As part of its analysis of the performance of the existing facility, JLLH rewewed this

report and tabulated data points to summarize data as a basis for drawing conclusions.

Based on the report, 884 agroups dn the fist were lost and 20 groups were furned down. According to the report,
the reason that groups were tumed down is because they did not meet the center requirements, which is

~assumed to be because of size (i.e. too small) or type of group (i.e. public show). The tumed down business -

represented a minimumm of 2% of total non-materialized business and was as such nof analyzed further.

For each group that was lost, the report stated a “Réason 1" why the business did not materialize. Additionally,
13% of the groups lost listed a “Reason 2", and 2% of groups lost listed a “Reason 3”. JLLH focused its analysfs
on “Reason 1" since it had the most complete data

On the report from San Francisco Travel containing the 884 lost groups, some 362 groups stated “Reason 1" Jost
as “Other”. JLLH asked San Francisco Travel for additional detail on the “Other” category for this laige proportion
of groups in order to be able to conduct a more complete analysis. San Francisco Trave! provided a separate file
which contained free-form writfen commentary for each of the “Other” categories on the first report. Based on this
supplementary report, JLLH categorized as many of the “Other” :esponses into one of the e)qstmg San Francisco
Travel-defined reason lost’ categories as possnble

Subsequently, JLLH reviewed the resulis for each of San Francisco Travel's pre-defined categories, and
consclidaled several similar categorieé fo make the analysis more streamlined. For example, JLLH defermined
that three categoriss—"Appropriate space not available”, “Convention Center foo Smail’ and ‘Non-contiguous
space/Split Exhibits™relate to physical space constraints and were combined by JULH in a category named
“Space Constraints.” The number of categaries was thereby consolidated from 17 reasons to sight reasons as
defailed below:



Moscone Center Expansion Cost Benefit Analysis — Phase I Analysis

'All Reassn Lost 1.Categories s JLLH Agapied Lategornies:
{=tOphon WentDelnite {85) - Flrst Opfon Wart Defwia -
Appropriate space nol availahfe {72} Space constaink
Beter Draw of Cllenks in Selacled Area {80} Board Decision
Board Decision {20) Board Decision
Change in Botaion {85) Change in Rolafion
. Gonventon Cenlar Raes Toa High (60} Economic Reasons
Conventon Cenler oo Small {30) Space conskains
Dates Nol Available {40) : Dales Not Avaflable
Does not meet Genter Requirements (70) Does Not Meet Cenler Requirements
Econemic Reasons (42) Evonamic Reasons
Lahor Negokiations {87) Oher -
Mestng Cancelled (45} : Board Dedision
$o viabls hids recelved (71) . Oher
Non-coniguous space/Spit Extibits (73) Space consrainis
Paliical Reasons (50) " Board Decision
Oer {See Recommended Acfion Secion) (30} . Oter
Reom Rates Too High (10) . Econarmic Reasons

JLLH notes that several of the cafegories as defined by San Francisco Travel are not necessarily mutually -

exclusive. For example, a common reason for the loss of business was due to "Board Decision”, This could be
the result of “Economic Factars” or “Dates not Available”, bath of which are their own separate categories. JLLH
therefore advises that this analysis be considered in aggregate with othet factors. None of San Francisca Travel’s
categories referred to displacement due fo the impact of the en-geing renovation, as such this was nof given as a
reason for any lost business. ' '

The most common reason why a group was tost was-due to a board decision (32% of lost groups). This category
was followed by lack of suitable dates (17%), change in rotation {12%), economic reasons {11%) and first option
went definite (1 1%) Another 8% of groups were lost due to Mescone space constraints.

The an&lyss found that no smgle category. relating to Moscone Centers physical facilily stood out as

being the réason for the lion’s Share of lost business. Aside from “Board Decision”, the d:stnbu’ﬂon of
reasons for lost businéss is relatively balanced, ‘

Moscone Center: Reason Groups Lost 2010 -2019

z
f:

Qther

Board Daclsion

Dates not Avallable

Change in Rofallon

Ecanornﬂk: Reasons

First Option Went Definlte

Space Constralnis

Does Not Meet Ganler
Requirements

Source: San Francisco Travel

JLLH funther broke down the “Economic Reasons” category. Of the 99 responses in this category, 35 stated
“Hotels too Expensive” and 28 stated “Convention Center Rates foo Expensive”. The remaining did not specn‘y
more defail.

21
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Additionalty, JLLH ook atloser_look at the “Space Constraints” category. Of the 71 responses in this category,
36 were atiributed to “Convention Center loo Small”. The “Non-contiguous space/Split Exhibits” category was
only selected in fwo instances and was as such not plotted individually in the graph above.

In order to afternpt to quantify the économic impact of groups lost due to space constraints at the Moscone
Center, JLLH mare closely analyzed which cities the Moscone Center lost groups chose in instarices where the

reason of “space constrain{” was given.

Ranked by amouit of foregone direct spend, the Moscone Cener lost four groups fo Chicago,.resutting in an
- esfimated loss of direct spend fo the City of San Francisco of roughly $177 million. Chicago was followed by Las

Vegas, which captured 12 groups lost from the Moscone Center due to space constraints, at an estimated
foregone divect spend in San Francisco of roughly $116 million. San Diego was third, captunng six conventians
"with es'umated direct spend of $114 mitlion.

- The other ciﬁes, as tracked in the report, are displayed in the graph below. The fact that Chicago, Las Vegas and
San Diego were the primary cities which accommodated groups lost by the Moscone Center is consistent with
commenmary that JLLH gained from senior-level meeting planners of conventions which currently convene at the
Moscone Center or have held events af there in the past.

Direct Spend of Conventions Lost due to Space Constraints 2010-2019
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in order to approximats the full direct spend of groups that were lost due to space consﬁaints, JLLH recognized
the nead Io cast a wider net and also evaluate the potential direct spend of groups lost for reasons other than
“space constraints” as the different reasaons influence each other and cannot simply be examined in isolation.

JLLH established a methodology whereby each of ifs consolidated list of nine reasons for loss of group was

assigned a factor, and this factor was multiplied by the estimated direct spend for the groups lost to that particular.
reason. The assumed factors are displayed below:
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27

28

LLH Assumed Factor in Belng
120 1o Space Corstraints:

Reason - JLLH Adapled Categories

First Option Went Definite

$
Board Decisfon § 487
Change in Rolalion 15% ] 181
Dates Not Available 10% § 172
Does Not Meet Center Requirements 0% $ -
Ecenomit Reasons 0% $ -
Space constraints $- 950
Other 222

$.Tetal Assime £653 1A DirectSp
Source: Jones Lang LaSalle Hotels

The analysm Jeads. 1o the concluswn that the total assumed loss i in dlrect spend resuliirig from Moscone
Center space constraints and related categories is 2.1 billion for the years 201 0[2011 throigh 2019/2020.

'Ma'cro Level Factors that Impact | Historical Attendance

San Francisco is a unique destination that draws visitors to the city due to its renowned reputation, which often
translates 1o aitendance records for groups that hold meetings at the Mascone Center. From our analysis of the
market, meetings with sales managers at convention hotels in San Francisco, and inferviews with user groups
that cusrently use the Moscone or have in the past, the folfowing factors (exogenous o Moscone Center size and
configuration} were identified that impact attendance:

¢ Demand shocks from ecoriomic and natural disasters, such as the Asian Financial Crisis, Dot-Com
_ Bubble, 911 and the Loma Priefa Earthquake.

» Number of flights offered at San Francisco Internatronal Airport to both U.S. and infemational
destinations.

« The compressed geagraphy of San Francisco enhances the walkablhty fram the hotels to the Moscone
Center, which eases transportation planning and diminishes costs.

e San Francisco is a renowned and unique destination and offers major intemational tourist attractions.
Many attendees bring their significant others, because the city offers many tourtsm activities,

»  Cost and availability of accommodations within the city.

«  Proximity of San Francisco o other fourist atiractions, such as Wine Country and Monterey/Carmel,

» The year-round mild climate in San Francisco. '

e Proximity o Silicon Valley's high-tech companies and South San Francisco as a growing hot-bed for
the biotechnology firms.

Conclusions from Interviews with Competitive Convention Centers

in order fo form a more comprehensive understanding of the possible impact of a conventicn center expansion,
JLLH conducted inferviews with seven competifive convention centers thal have experienced a previous
expansion andfor have plans for future expansions. The key findings from the interviews are below:

Nafional Trends in Convention Bookings
o Attendance levels have remained relatively stagnant on a national basis as convention demand
was shifted from one convention center o another instead of growing significantly.
o Projecting annual attendance growth rates of 2% to 5% over next five years.
o A number of annual conventions have been eliminated.
o Saw aftendance gmwth in 2011, but attendancs has not refurned to peak !evels

»  |mpact of Expansion
’ 23
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o Minimal disruptions were seen in previous expansions with only some nofse complainis,
o General consensus that convention centers cannot afford ia displage business; therefors,
development plans are structured to avoid distuption wherever possibls, o
.o Event planners will secure fulura events at the convention center as soon as expansion plans
are finalized. Typically, the sales team will start selling the space two to two and one-half years -
in advance of the new space coming online.
+ o Uptickin bookings was seen two to three years after. the completion of the expansion.
* Expansion Improvements : _ -
o Upgrades of existing technology, such as audio visual equipment and Wi-Fi throughout deemead
a hecessity. S .
o Increase amount of contiguous space and hallroom space.
- o Connect every building either by underground passage or connecting bridge.
+  Commenis on Moscene Center ' . -
o Advantages include San Francisco as a destination, intemational draw of city with a strong
airlift, downtown focation of Moscone Center, and the quality of holels in the area;
o Disadvantages include the high costs of holding an event in San Francisco and inferrupted flow
. ofthe convention center with Moscone West as a standalone building.
«  Important Factors to Consider for Expansion Plans :
o Flow of convention center as a whole; aflow for flexible registration space as technology trends
are shaping space requirements (due to online registration, tc.)
o Fully understand details of construction schedule and communicate {t clearly to convention
sales team so groups’ expectations are managed.. :
o Design flexible space in order to adjust o changes in consumer neads.

Contrary fo nafional trends, San Francisco as a unigue destinafion has seen a year-over-year convention
attendance growth of nearly 19% in FY 2010/2011 with 1,092,975 attendees, surpassing FY 2005/2006's level
and slightly behind FY 2007/2008's peak of 1:279,000. From 1989 to 2011, San Francisco has seen a CAGR of
2.7% in convention atfendance with year-over-year spikes of 25% following the fwo expansions with Moscone
North and West's debut in 1992 and 2003 respectively. The growth of the San Francisco market has been
attributed fo several differentiating factors, including the tech boom, which has created new groups, such as
Salesforce, that now hold meetings at the Moscone Center, and the prime location of San Francisco as a
gateway city, Additional factors will be highlighted in Section 5.

. 24
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3

3.1

Survey of Competltlve Envuonment and Potential for

- Expansmn

JLLH conducted a detailed comparison and analysrs of competitive converttion centers in the U.S. Throughout
this section, JLLH will confinuously refer to 12 convention centers deemed primarily competitive to the Moscone
Center, This list of competitive convention centers was compiled based on feedback from discussions and
interviews with San Francisco Travel senior staff, Mascone Center executives, senior meeting planners of past
and cument Moscene Center groups and general managers of & number of convention centers across the
country in addition, JLLH reviewed the cities which frequently came up on the Moscone Center’s lost business
repo. .

ei Conventon Certer Anahei
Baston Convention and Extribition Center Beslon

Emest N. Motial Convention Genter Naw Orleans 1,375,500
Georgiz World Gongress Center Allanta 1,708,400
Las Vegas Convention Center Las Vegas 2,225,800
Los Angeles Convention Center Los Angeles " 867,000
MoComick Place Chicage 3,200,000
Wiami Beach Convention Center Miami Beach 627,308

. Orange Cotnty Convention Center Orlando 2,533,000
Pennsyivania Convention Center Phitadelphia . 1,000,000
San Diego Conventiop Center San D|egu

Sourea: Jones Lang LaSalle Hotels based on convention centers' websites

Impact of Other Convention Cenfer Expansions on Lodging Market

JLLH studied the impact that substantial expansions of competiive convention centers have had on their
respective lodging markets. JLLH conducted this analysis for the 12 convention centers deemed most competitive
to the Moscona Center. All canvention centers in the study had af least 500,000 s1. of saleable exhibit space and-
have undergone one or more substantial expansions—in most cases an addition of 200,000 or more square feet
over the past 20 years. : ' '

For the 12 markets where these convention centers are located, along with San Francisca, JLLH compued the
histotic GAGR of hotel RevPAR for sach of the cities. In most cases, JLLH had aceess to historic RevPAR data
going back to 1987. JLLH used hotel revenue per available room as a metric fo quantiy hotel revenues. The
selected RevPAR data largely pertains to hotel brands that typically serve a significant amount of group-related
demend, such as Marriott, Hilion and Westin hotels and the sample is thus deemed representative. The
propetties in the sample are, in most cases, located in the downtown and thus highest-rated submarkets of the
matropolitan areas.

JLLH then computed the RevPAR CAGR for two time periads: The three-year period beginning in the year after a
substarttial convention center expansion was completed, and the five-year period starting in the year after the
substantial convention center expansion. JLLH conducted this analysis on an inflation-adjusted basis. JLLH then
compared the long-term RevPAR CAGR for the market and with the BevPAR CAGR for the three and five years
following the conventlon center expansion as defined above.
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32,

Comparison Matrix of Competitive Facilities

JLLH evaluated 12 competitive convention markets to draw comparisons with the Moscone Center. The primary
purpose of this analysis was to help identify gaps in the market nationally and discem what shape the proposed
Moscone Center should take and how the Moscone Center can fill 2 market niche to benefit from a competifive
advantage. The recommended competifive positioning of the Moscone Center is discussed further Section 3.3.
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In summary, the Moscone Center is smaller than the other 12 convention cenfers analyzed, on average,
especially with regard to exhibit space. in terms of meeting space, the Moscone Center is more on par
with the average of the samp!e, and the Moscons Center's largest baliroom is largely consistent with the-

sample average.

Compared to the other convention centers in the analysis, the Moscone Center shows a considerable
imbalance in its ratfo of exhibit space to meeting space: the Moscone Center has 1.7 s.f. of exhibit. space
per square foot of meeting space, while the set’s average is 4.3 s.f. of exhibit space per square, foot of
meeting space—supporhng the case for an addition to exhibit space af the Moscone Center. In addmon,
- JLLH evaluated the number of annual attendees accommodated, for the most recent year availablé, per
sd. of exhibit space. The Moscone Center accommodated roughly two attendees per square foot of
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3.3

exhibit space in 2010!2011 exceeding the average of the set of competitive centers by a considerable
amount competttwe conventlon ‘centers” accommodated on average 1.2. attendees per s.f. of exhibit
space This ratto.analysls further. underhnes the: htgh efficiency.in Space, usage.by the Moscone. Center
versus its oompetttwe convention centers due tothe- hlgh demand in exhibit space at the Moscone
Center, as verified by the Moscons user groups inferviews.

While the average published rental rates vary from market to markef, they must be considered in aggregate with
the entire package offered by the city and JLLH as such did not assign much weight o the differences.

: JLLH also counted the nuniber of hotel rooms within a one-mile radius {deemed a walkable dtstance) for

sach of the convention centers. San Francisco ranks second affer Las Vegas. The fact that the Moscone
C ter is located in downtown San Franclsco is one of the. driving factors for the high room stock
proxlmate {o the Center. Even though there are 25,300 hatel rooms within a one-mile radius of the
Moscone Center, meeting planners of the Center's Iargest groups stated that their attendees in some
cases have to stay as far away as Oakland and the San Francisco Airport submarket due to the generally -
hlgh temand for San Francisco hotels from non-convention demand sotirces.

Evaluation of Additional Exhibit Space Warranied.

Independently of the attendance projections from which the economic impact is caleulated in section §, JLLH
attempted to demonstrate that a reasonable growth rate applied to the current level of attendees warrants the
addition of exhibit space at the Moscone Center in the future. JLULH computed the average annual total
attendance for the Moscone Center for the years since the opening of Moscone West and subsequently
calculated the average aftendees accommodated per square foot of available exhibit space to devise a ufflization
ratio,

JLLH then applied this exhibit space consumption per aftendee fo-what it deemed a reasonable growth
assumption (2.5% per year) in the number of annual attendees based on its research and interviews. The growih
assumption is based on interviews with the convention center managers for the convention centers in two of the
three largest cities, and the convention center manager of one of the three largest convention centers in the U.S.
The annual growth rate profected by these professionals for the future averaged 3.0%, asis indlcated in the table
below.

Fiture ve0-y Dvei) iendanteincraase. Ak

Canvenfon cenfer manager top-tree U.S, oy 2% - 3%
Convenipn cenier manager fop-three U.S. cly 2% - 4%
Conventon cenler manager top-three largest U.S. convention center 2% - 5%

JLLH Weighled Average:. -

Source: Jones Lang LaSalle Hotels, based on convention center manager interviews and 2012 Meetings Market Trends Sirvey

JLLH then layered in the results from the 2012 Meefings Market Trends Survey, where 47% of respondents
expected flat performance for the next yeer. Based on this data point, JLLH adjusted the averags of range
gamered from the three interviews downward slightly, fo what is considered to be a representative and
raasonable attsndance organic growth rate of 2.5% per year going forward, It should alse be noted that although
on a national basis, the number of conventions have remained relatively stable, San Francisco’s uniquensss, with
its city-center location, proven ability fo break attendance records, and growth in existing and new sectors (je.
tech boom that created companies like Salesforce and Zynga) is expected to support positive growth in

attendance figures at the minimal level of other top U.S. cities.
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To assess the reasonableness of this assumption, JLEH contrasted the figure with Moscone’s historic attendance
growth rate, computed from FY 1990/1931 through FY 2010/2011, which averaged 4.6%. As such, the future
pace of growth is assumed to be more moderate than in the past-twenly vears; a notion which is consistent with

information garnered from JLLH's interviews, along with other industry data sources.

in order to estimate the total exhibit space that may be needed with he growth in Tofat Attendees, we analyzed

the historical Attendees per s.f. of Exhibit Space, which averaged 1.90 (long-term averagg) to 1,94 {recent five-
year average). From our observation of Moscone’s recent trends and interview results, there is an upward trend
in atfendees per 5.f. of exhibit space; therefore, we have forecast a slight increase in efficiency of space of 2.0 for

the projection period.
1989/1920 608,425 260,560 23
* . 19901391 " 572,395 260,580 22
199141982 : 811,381 260,560 23
199211953 785202 - 442,000 17
199311994 835,762 442,000 19
19941985 798,824 _ 448,000 12
199511936 787218 442,000 18
1996/1357 877,627 442,000 2.0
1987/1998 834,243 442,000 19
1998/1093 894,818 442,000 20
199972000 584,266 442 00 15
2000/2001 £39,390 442,000 19
2081/2002 . 744,745 442,000 1.7
200212003 747,832 442,000 17
200312004 937,440 538 660 17
200472005 - 815843 - -538,650 15
2005/2008 1,046,272 538,650 19
2006/2007 974676 - 538,660 18
. ) 2007/2008 1,279,600 538,660 24
: 2008/26809 968,664 538,660 18
2005/2010 219,811 538,660 i7
2010/2011 1,002,975 - 538,850 2.0
2011/2012F 1025877 512,689 29
2012/2013F 1,053,873 526,937 2.0
2013/2014F . 1,085,885 542,942 249
2014/2015F 1,108,218 554,508 29
2015/2016F 1,141,960 570,930 2.0
201612017F 1,175,710 587,855 2.0
2017/2018F - 1,189,709 599,855 20
2018/2019F 1,229,835 614,967 2.0
2019/2020F 1,247,319 623,650 2.0
2020/2021F . 1,270,493 630,746 2.0
2021/2022F 1,318,255 £59,128 2.0
Average Annual Growth in Attendess (JLLH Assumption)
25%

Additions) Exhibit Space s.f. Needed by 2021/2022 120,268 -
Vaious hvecages: Anideih er o1, of Exhibi Space  * -
Average Moscone N/S 1.8t
Average Moscone N/SAW 1.87
Long-Tesm Avetage . | 180
Recent5-Year Average 1.94

otz: The fight red rows pertain to historic expansion years
Note: JLLH assumplions are in bive font
Source: San Franciseo Travel, Janas Lang LaSalle Haiels
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4§ “displayed . in" the - iable “ahdve, applying this. growth fate per. the, above_methedology, JLLH
demonstrated that by F‘{ 2021/2022 the organic growth In attendance (assummg no expansxon) would
sniially warmrant an eddrtlonzgl 120,500 5., of exhibit épace. The result shows that the City will be under
supphed to support the g ndance demand generated from the orgamc gréwlh K there is no expans:on at
the Moscone Center. Havirig mdependent!y demonstrated that growth in attendees is mdeed expected to

\:g rant the addman of exhibit (and other supporting space), JLLH tontinued its aalysis wrth regard to
determlnmg the oplimal expansigh scenario.

JLLH also assessed the capacily o retain and grow demand through non-expansionary measures such as
property configuration or marketing, Based on its tour of the Moscone Genter, JLLH did not find that permanent
changes can be made to the existing space which would yield in a more efficient layout and/or flow of space.
Based on its meetings with San Francisco Travel, JLLH did not identify any apparent changes that could be made
to the burea’s marketing strategy which would result in a matenal increass in attendance assuming static facility
layout,

31
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4

4.1

Analysis of San Francisco Lodging Market -

San Francisco Lodging Market Overview - Historic Performance

Hatel benchmark includes three key terms: occupancy, average daily rate (ADR), revenue per avaifable room.

{RevPAR). RevPAR is an indicator of both occupancy and ADR. Occupancy is the percentage of available rooms
that were sold during a specified period of time, which is calculated by div‘rding total rooms sold by total rooms
available. ADR is a measure of the average rale paid for rooms sold, which is calculated by dividing fotal room
revenue by fotal rosms sold. RevPAR is the tolal Toom revenue divided by tota] rooms available, or the product of

. ‘occupancy and ADH.

San Francisco posts higher overall occupancy rates than many cther U.S. gateway markets. Though the market
suffered more than the average of ofher major markets during the double-hit of the tech bust and the events of
9/11, San Francisco has consistently shown above-average growth in occupancy rates, especially since 2007,
partly due fo the minimal supply increases. By year-end 2011, not only did occupancy continue its frend, but the
ADR has grown significantly; posting 2.1% growth in occupancy and 14.7% growth in-ADR among the city’s set of

- upper upscaJe and lwxury hotels.

Despite the year-over-year growth in ADR, on an inflation-adjusted basis, ADRs remained below previous peak
2000 Jevels in 2008—an anomaly not witnessed in'many other large U.S. markets. However, the spread of ADR
between San Francisco and the average of the other top U.S. gateway markets has begun to lessen notgbly. The
gains in occupancy and ADR have led to a jump in revenus per available room (RevPAR) of 17.2% for the ciiy’s
upper upscale and luxury hotels, among the highest of any major U.S. market.

250
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4.2  Existing Hotel Inventory

According to Smith- Travel Research, there are currently 224 hotels in San Francisco with a fotal of 34,257 guest
rooms, roughly 25,000 of which are within walking distance of the Moscone Genter. No new supply has entered
San Francisco since 2008, a stark contrast to other major U.S, gateway markets. The following table summarizes
the number of hotels and total reom count for San Francisco by chain scale.

GOPYRIGHT © JONES LANG LASALLE IP, iNC. 2012. All Rights Reserved
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o Gan Francisco Curent Inve
" Chain Seale

<. No. of Hote

independents 138
Luxury Chains T I
Upper Upscale Chaing a7
Upscale Chains ’ 3
Upper Midscale Chains g9
Midscale Chale 4
Economy Chains 18

Total

San Francisco has the highest number of independent/unbranded hotels as a proportion of total hotel stock
among U.S. gateway markets. Historically, independent hotels’ ADR performance has baen more volatile, but
San Frandisco's sfrong occupancy levels, second only fo New York, support the levet of independent hotels that
exist in the market. ' '

43  New Supply Pipeline

The lack of recent supply openings affirms the exceedingly high barriers to entry in the San Francisco hotel
market and explains investors' high interest in acquiring existing hotels, as seen from the abundant transactions
over the past 18 months. Over the last ten years, the hotei room supply in San Francisco has grown on average
by 1.0% annually, considerably below riatlonwide growth. The most recent hotel openings occurred in 2008, with
the apaning of the 550-key InterContinental in February and the 53-room Fairmont Heritage Place in August. The
following table presents the fotal new supply inventory that entered the San Francisco market since 2000. The
only hate! opening expected in 2012 is the 22-room Inn at the Presidio.

“New Supply to San ;Eraci;cb bj{l‘!:ar- T

. - No.of Hotels - Room Couni- - % Chg:

2000 1 104 0.3%
2001 4 1,023 3.3%
2002 1 . 1%
2003 2 698 2.2%
2004 .0 0 0.0%.

) 2005 2 460 14%
2006 1. 36 0.3%
2007 1 33 0.1%
2008 2 603 1.8%

2009 i 80 ) 0.2%
2010 ] 0 0.0%
2011 0 0 0.0%
i 2 - 0.1%

While the supply pipeline has shrunk greatly across the countty, most gateway ciiies still experience a backdog of
new rooms fhat are expected o open by 2013. As an example 2,900 rooms were introduced in New York in 2011
and an additionat 1,050 rooms are expected fo open in 2012. The complete lack of new supply in San Francisco

in the near term will significantly strengthen the potential for growth in average daily rates in the city, as seen from’
the significant year-to-date growth in 2011, ‘
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Comparison of New Supply Pipeline by Project Phase

Room Count

-

New York Mami . LosAngeles Chicago Washington, Boston San Francisco
. . D.C.

W Pre-Plannlng  ®Planning 1 Final Planning  In Construction

Source: Smith Travel Hese'amh'

44 Performance by Submarket

In the past ten years, supply growth has been concentrated around the Moscone Center. New large full setvice
hotels have typicalfy entered the market south of Market Street by the Moscone Center because this district had
the highest amount of buildable space. As these new developments increased, the Nob Hill submarket, which
was previously the center of development for luxury hotels, has become less affractive. As the Moscone Center

" becomes the center of development, room rates in this area grew at a greater pace than in some of the other
submarkets. The Moscone area, within South of Market (*SoMA™, therefore accommodates more hotel demand
and group busmess while the Nob Hill area has a greater share of leisure transient room nights.

The Financial District continues to lead with the highest ADR, followed by Union Square/Noh Hil'Moscone,
Fisherman's Wharf, and Civic Centar/\Van Ness. From fullyear 1998 to 2011, the Uniorm Squara/Nab HiliMoscone
submarket achieved the highest RevPAR growth on a compounded annual growt rate of 2.1%. The following
table summarizes San Francisco historical performance by submarket as prowded by PKF. '

' N 34
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Moiscone Center Expansion Cost Benefit Analysis — Phase JT Analysie

For comparison purposes, the following table summarizes the market-wide RevPAR growth for San Francisco and
the competitive convention cities. With the lack of new supply and strong market fundamentals, San Francisco
saw an exiraordinary year-over-year RevPAR growth of 19.5%, the markef's leader, at $154.

RevPAR Growth for San Francisco and Competitive Convantion Cities *

Las Vegas ) , 3 J

Miami-Hialeah - . $l0ol3s 0 $115, 14.1%
Los Angeles-Long Beach $79.01 11.8%
Orlando . ‘ $57.98 8.5%
Phitadeiphia $69.16 $75.72 9.5%
Anaheim $7344 - $80.40 8.5%
Chicago - $69.67 $75.81 ‘8.8%
Bosion : $97.18 $105.11 8.2%
San Diego $81.02. $86.83 7.2%
New Orleans $74.70 $78.38 49%
Afana - $47.59 $48.91 2.8%
Washinglon, B.C. $96.16 $97.60 1.5%

Source: Smith Travel Resean:h PKF, Las Vegas CVB

45 Moscone Center Impact on Hotel Performance

San Francisco Travel provided JLEH with a list of “Level 4" hotels, which are considered as convention

headquarters hotels due to their room size (200+ guest reoms) and meefing space (over 10,000 s.f). JLLH
- filtered the Level 4 hotels further by extracting the hotels with fewer than 400 guest rooms. The fifier resulted in
. the following convention hotels-in the market: -

San Francisco Core Convention Hotels Facilities e
: Affiliated Open Room - Total Meehng Largesi Meetmg

Date'". . Dale Count . Space . o Space -
Westn St Frantis . 171998 -31904 1,185 51,840
Fairment San Francisco 4/1907 441907 581 55,000 11,362
Luxury Collection Palace Hotel 1241909 1211808 553 . 51,268 8,964
Hote) Whitcomb 8/2007 6/1919 459 " 14,467 8,300
Kimpon Sir Francis Drake Hotel , 1/2009 6/1928 46 - 14,958 3,081
Hilon San Francisco Union Square 8/1964 81964 1,508 140,688 29,837
Hillon San Francisco Financial Dist 1/2006 111970 542 18,655 ' 4,306
Grand Hyatt San Francisco T 111873 11973 859 . 30,268 7,056
HyaitRegency San Francisco : 5/1973 81973 802 65,543 17,084
- Holiday Inn San Francisco Golden Gaeway . 31974 31874 499 18,079 5,600
Westin San Francisco Market Street 412007 4{1983 676. 24,486 9,040
Parc 55 Wyndham San Francisco Union Square 5/2010 51984 1,013 30,859 5,670
Hote! Nildko San Francisco 171991 10/1987 532 . 23,250 6,658
Marriot San Francisco Marquis . 1071989 10/1989 1,499 168,508 - 39621
- WHote! San Francisco 5/1933 5/1893 404 16,482 3,430
InierConfnental San Francisce - 2/2008 2/2008 550 36,731 6,800

’ 36
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"|4 - Falrment San Frangiseo

|Legend

1 - Moscane Cener

2 - Hikon San Frandsco Financial District
3 - Hyatt Begency San Francisco

5 - Kimplon Sir Frandis Draka

6 - Grand Hyatt San Francisco

7 - Lixury Collecion Palace Hotel

§- Westin St Francls

9 - Wesin Szn Francisco Market Gireet
10 - Hitlon San Francisco Union Square
11 - Holel Nikko San Francisco

12 - Parc 55 Wyndham

13 - Marriot Marquls

14 - W San Francison

15 - interConfinents Holel

16 - Holel Whitcomb

{17 - Holiday Inn Goldgn Gabway

Due to the density of the.San Francisco market, the hotels in the previous list are located in various submarkets,
although the highest concenfration is |ocated in SoMa and Union Square. As the largest hotel closest to the
Moscene Center, the Marricit San Francisco Marquis offers the highest amount of meefing space within the set,
although the Hilton San Francisco Union Square has the highest room count. Despite its farge size, the Marictt
Marguis maintains an annual occupancy slightly above the market average and an average daily rate roughly
10% above the markel average for core convention hotels in San Francisco, The following chart presents iodgmg

market performance for the core convention hotels since 1887.

GOPYRIGHT © JONES LANG LASALLE IP, INC. 2012, All Rights Ressrved
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Moscone Center Expansion Cost Benefit Analysis — Phase I Analysis

San Francisco Core Convention Hotels Lodging Market Performance 1987-2011
$220.00 ' ' _ _ 85.0%
$200.00 Hosoma -
) T . [' West Opens - 80.0%
-$180.00 — s
Mascone North
$160.00 Opers /
: Esplanade ,/ - 75.0%
" - |Balroom opers \ d
$14o.oq 7 :
$120.00 [ 00%
$100.00 4 )
’ . 65.0%
$80.00
$60.00 - - 60.0%
582833838 s55828s588388s88e¢x
2222222222222 FEgE&a8a8ageeas
memm ADR @ RevPAR  ——— Ocoupancy

Source: Smith Trave] Research

The Moscorie Center underwent the following major expansions since the opening of Moscone South in 1981;
¢ - 1992: Cpening of Moscone North
= 2003:Opening of Moscone West

JUH analyzed the impact to RevPAR three to five years after the year of expansion on an inflation-adjustéd basis,
computing a three-year and five-year real RevPAR CAGR foliowing the years after the aforementioned expansions. The
expansions’ impact on real RevPAR is displayed in detail in the below table:

COPYRIGHT © JONES LANG LASALLE P, INC. 2012, Afl Rigiris Reserved



Moscone Center Expansion Cost Benefit Analysis — Phase I Analysis

San Francrsca Core Cnnventmn Hn!els Lodgmg !u‘arket?erfnrman

- Supply . Demang - Reuenue Dﬁcupancy ADR: He"FAH Occ %Chg  RevPAR % Chg -
1987 3464789 2,413,169 $245 567,855 63.6% $101.76 $70.88 1
1088 8,607,285 2,621,599 $274230,750 T27% $104.80 $76.02
1989 3745203 20628677 $290753,105 70.2% $11081  §77.63
1990 4,154,430 2,856,301 $339,080,500  68.8% $11871 $81.61
4,154,430 2648926 $315684.290 3 .

-$318,203,527 57

$11623

$8171

% Reat

Rezl Hevﬁﬁﬁ

1993 4,154,430 2920487 $338453208  70.3%

1294 4,154,430 2991,375 §361,031,188 720% $120.69  §86.90

1995 4,154,430 3,003,408 5380710412 745% $128.07 . $01.54 ) X
1998 4154430 3239570 $433,829.335 $133.92  $104.43 47% B.8% 232%
1ee7 4,154,430 3,316,084 $455,870,497 $14953  $119.36 24% 7% 15.3%
1998 4154430 3,294,486 $535,061,572 $18241  §128.7% -0.7% B.6% 25%
1953. 4256595 3,291,360 $560,082,320 $170.17  $131.58 -25% 48% -4.0%
2000 4,305,385 3,484,168 - $662.954,250 §19028  §i53.84 46% 11.8% §174.69 32:8%
20601 4262893 2913589 $53B,010,843 $12465  $i25.62 -1558% -3.0% $99,03 -43,3%
2002 (424700 2872100 $458.783408 $150.08  $107.11 -1.7% »13 3% $89.61 -8.5%

$120.47

d ) ! i .
4309820 3,182,677 §491,479,972 51 5354  $114.03 g 06%
2005 4,184,868 3,201,890 $51B,171,764  765% $181.21  §123.35 3.3% 4.7% §12827 . 7.3%
2008 4207510 3279237 $575,629,293  76.3% 517584  $134.18 -0,3% 9.1% $141.63 9.6%
2007 4297510 2,409,082 §B33,283,204 78.3% $185.76  $147.36 0% 5.6% $157.61 11.3%
2008 4481210 3,621,277 §706823,165  80.8% $195.19  §157.73 1.8% 51% $152.81 3.3%
2008 4,496,260 -3,508,327 $588,884,440 78.0% $167.85  $130.91 -35% -14.0% $102.08 -33.0%
2010 4,498,260 3,627,440 $612,076,039 B0.6% $188.73  §136.07 34% 0.5% $133,13 27.6%
2011 4,483,032 3683667 $7120%8,110 82.0% $19330 . §158.48 1.7% 14.6% $179.56 29.0%
Source; Smith Travel Aesearch, Bureau Labor of Stafistics . . ) )
Eong:Terim Avarege (A

EXR L =
3-Year Post Expansion RevPAR CAGR
5-'Year Post Expanslon HevF‘AH CAGR

The three-year post expansion real RevPAR CAGR ranged from 5.4% to 8.4% and the five-year post
expansmn real RevPAR CAGR ranged from 7.8% 1o 12.1%. These growth rates general!y exceed the 6.6%
long-ferm real RevPAR CAGR that the city’s core convention center hotels expenenced and as such
support that 5|gn|ﬁcant convention space expansions in San Francisco have led to higher real RevPAR
growth than is wnnessed in nen-expansion periods, on average. Despite this posmve nate, it shoild also
be noted that the two expansions also coincided with a recovery period after an economic downturn from
the Loma Prieta earthquake in 1389 and the Dot-Com Bubble and 8/11 in 2000 and 2001, which may
enhance the growth rate.

46  Regression Analysis of Moscone Attendance on Hotel Performance and Local Economy

JLLH peﬁormed a regression analysus between convention attendance and hotel demand, RevPAR, retall sales
revenues, wage and salary disbursements, gross metro product, air passenger traffic, leisure and hospitality
employment and hotel tax revenues. The hotel demand and RevPAR data for the selected core canvéntion hotel
set was used along with air passenger traffic data at San Francisco International Airport and economic data
specifically for San Francisco County.

In the analysis, we performed both a correlation test and a linear regression. Correlation quantifies the degree to
which two variables are related, but does not fit a line thyough the data points. The correlation coefficient
determines how much ons variable tends to change when the other variable does. I ranges from -1 (inverse
relationship) to +1 (posttive relationship), and a 0 means there is no relationship. Linear regression finds the best
line that predicts the outcome from the constant varlable. The fit is quantified with B2, which is the square of the
correlation coefficient. The value ranges from 0 to 1; a perfect fit would be equivalent to a value of 1,

) 39
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Moscone Center Expansion Cost Benefit Analysis — Phase H Analysis

The following tables prasent the data used for the regression analysis and the results of the correlation and linear
regression tests. '

’ 40
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Moscone Expansion Cost Benefit Analysis — Phase Il Analysis

5 Description of Three Expansion Schemes

JLLH reviswed Tom Efiot Fisch's preliminary design (dated November 30, 2011) for three expansion schemes. It
is important to note that the analysis made in this report is based on Tom Eliot Fisch's preliminary design. Inthe -
Expansion Cost Benefit Analysis, JLLH analyzed various combinations of the following three schemes:

«  Third Street Addition: 6-stoty building totaling 260,000 gross s.f,

e Howard Sirest Conﬁecﬁon: Underground conversion of spacé, which will create 107,000 s.f, of exhibit
space, ' .

« Moscone East 4-story building (1 below grade) totaling 264,000 grosé s.f. with additional air rights for
hotel or office space. . |

51 Third Street Additian

The Third Street Addition includes a six-story building adjacent to the existing Esplanade Baliroom in Mascone.
South. The expansion scenario includes one flaor of retail, four ficors of meeting rooms, and ons floor of offices
totaling nearly 260,000 gross square feet. The Third Street Addition will add 99,700 s.f. of meeting rooms and
37,800 s.f. of office space. The Third Street Addition will only exist when combined with the Howard Street
Caonnection; since it will replace some of the meeting space loss from the conversion to exhibit space with the
Howard Street Connection. In addition, it should be built prior to the Howard Street Connection in order to
accommodate displaced demnand during the construction of the Howard Street Connection.

i 3 fumrnc Lo %

A DT LI 2y

o?

__.____I‘ . ] '_na; 2 T 0L 1

Source: Tom Eliot Fisch

5.2 Howard Street Connection

Howard Street Connection expansion comprises of an underground conversion of space, which will repurpose
Hall E (38,800 s.f.), Gateway Ballroom (27,500 ), and café, storage, and circulation area (30,000 sf). in
addition, the conversion will enable a net gain of 10,900 s.f. of unexcavated area. The expansion is expected to
provide a fotal of 107,000 s.f. of exhibit space. Due to structural limitations, the connection will comprise of lower
celling height at several segmeris of the tunnel, ranging from a low of 11 feet to a high of 23 feet. It should be
noted that the Howard Street Connection expansion will only exist with a combined expansion of either the Third

. 2
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Moscone Expansion Cost Benefit Analysis — Phase Il Analysis

Street Addition and/or Moscone East expansion, and shouid always be built after Third Street Addition and/or
Moscone East in order to accommodate displaced demand from loss of meeting space.

] 1 -

ATHETREET

SOt IREET

Source; Tom Eliot Fisch

5.3 oscone East

Moscone East expansion comptises of the demolition of the Third Street Garage to.a bullding with one level of
underground exhibit space (which will be contiguous to Moscone South’s exhibit hall), three levels of mestings
rooms, and a hotel or office space on top. Moscane East is expected to add 102,850 s, of exhibit space, 67,500
sf. of meeting rooms, and at least 292,875 sf. of hote! or office space. The connecting ramp from Mascone
South's exhibit hali to Moscone East's exhibit hall will raquire a seven-foot decline. Mascone East can be
considered as a separate expansion scenario of combined with either Howard Street Cannaction of both Howard
Street Connection and Third Street Addition. .

Lot
i
 ——

&

2

: @
Rahans-
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Source; Tom Elict Fisch

54 Pros & Cons

JLLH weighted the pros and cons of each of the three individual expansion options on a high-level basis before
more closely evaluating economic impact.

Expansion Scenario - U Pras

On .-DEH pme‘rty

One level of meeting rooms are
- connected fo Esplanade Ballfoom,
which will provide a good flow

Does not add exhibit space, nor does it
Adds meeting space with natural light  add any contiguous space

Relatively overall kower Construction Meeting rooms are long and narrow’
. cost, compared fo other axpansion (inear meeting space vs. flexible,
‘Third Street Addition scenarios ' general session space), and cannot be
' used for general session space, which
"Stacked" mesting space is favored by needs a minimum of ~45,000 s
meeting planners
' _ Construction axpacted fo displace
Exisfing User Group were very muchin  some groups :
. favor of additional meeting space. being ’
“created

Can potentially provide air rights for
office space
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"Expansion Seenan

. Howard Street Connection

Moscone East

" On Glty-owned property

Addresses lack of contiguous exhibit-
space

Flexibifity of space, which can be used
as an-extension for bath Moscone
Northi or South

Construction cost is lower than
Moscone East

Addressesack of contiguous exhibit
space '

Litile disruption of existing bocked
businass

Could be used for self—comaihed
events and marketed as a stand-alone
spaca like Moscone West

Will provide air rights for hotel or office
space

Will increase the marketability of San
Francisco with a bigger expansion.
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' Segnients of the connection will have a
lower ceiling height, which decreases
-the marketability of the space

Underground, rio natural light

" Construction expectad {o displace

some groups, since it will close down
Gateway Ballroom and Hafi E

Higher cost o construct compared to
the other expansion scenarios
City does not currently own all property

Wil only be directly connected to
Moscone South; therefors, there may

" be ac;:essibiﬁty lssues to Moscone
“North - ‘

Meeting rooms are teo long and namow
{inear meefing space vs. flexible,
general session space), and cannot be
used for general session space, which
needs a minimum of ~45,000 s.f,

The connecting ramp with the 7’ drop
will decrease the marketability of the
space

The exhibit space that extends onto
Folsom and Third {beyond Moscone
South) will be less desirable, because
It is "out-of-sight” from Moscaone South

Utifiies on Clementine and Kaplan may
need fo be relocated

Traffic flow of loading docks may be
impacted, since the existing loading

" docks will elso be used for East

L.oss of 506 existing parking spaces
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. 55 Phasing
As ‘we analyze all the possibie combinations of the expansion scenarios, it is impoitant fo note that certain
phasing is required for operational efficiencies. As mentioned praviously, Third Street Addition and Howard Strest
Connection expansion cannot exist by fiseff, Third Street Addition and Howard Street Connection can either be
combined as one scenario andfor buitt along with Moscone Ezst in order to support the displaced demand during

- the construction period. Also, since the construction of the Howard Sirest Connection wil impact the cperafions of
botfy Hall E and the Gateway Ballroom, it needs to come after another aforementioned expansion.

56  Conclusions from Interviews with Moscone User Groups

JLLH conducted inferviews with eleven Moscone Center user groups who may require more space in the future,

in order to obtain comments from these groups on their current and fulure convention needs, suggestions on how

to increase the competitiveness of the Moscone Center going forward and specific comments on the Tom Eliot
- Fisch's preliminary expansion plans. The interviews’ sallent points are summarized in the following:

s San Francisco
o Walkabifity of San Francisco.
o Strong airiift with regard to domestic and mtematfonal gestinations.
o San Francisco affracts more aftendess, espemally wrth regard to lntemanonal attendees
o ladging Market
o  Risk of not having sufficient number of quality hote[ rooms 1o accommodate large groups.
o Tend to need to contract Toom blocks wrth a higher number of hotels in San Francisco versus
. other cities.
e Competitive convention center markets in U.S include Chicago, Las Vegas, New Orleans, San Disgo,
Los Angeles, Boston, Crlando and Atlanta
»  Pros of Moscone Center’
o Location: In San Francisco and within the city limits,
o Favorable parinership with San Francisco hotels.
o Moscone's proximity to the company's headquarters.
o Renovation with upgraded technology and meeting space.
o Users stated that they favor the layout and flmshes of Moscone West.
«  Cons of Moscone Center
o Lack of connection between Moscons West fo Noith and South.
o Lackof contiguous space as exhibit halls are separated among the three buiidings.
o Arches in the exhibit space add restriction to the viewing and usage of the space.
. o Donct like 100-series mesting rooms due o the tight corridars and small size of the rooms.
» Desired Changes to the Moscone Center .
' o Add 100,000 o 150,000 5.f. of contiguous exhibit. space.
Add additional meefing space in North and South (flexible space).
Add more natural light in hallways and around meeting space.
Connect existing exhibit halls in North and South.
Gonnect buildings with elther a sky bridge or underground passage.”
Convention center expansion ideafly would correspond with addifional adjacent or connected
hotel rooms. :

00000

Out of the eleven user groups, four groups prefer ail three expansions, three groups prefer Third Street Addition
and Howard Street Cornection, two groups prefer Third Strest Addifion and Moscone East, and two groups prefer
Moscone East. Of the four user groups that would like all three expansions, three of them mentioned that their
~ secondary choice would be Third Street Addition and Moscone East, because the combination ‘add the most-
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additional space, whila one group would prefer Third Street Addition and Howard Streef, because the connection
between the axisting buildings must be fluid pnor to adding another building. The following hlghllghts specific
comments for each of the scenaric:

s Third Street Addmon

(o]

o]

In general, the user groups Jike to see addifional and new meeting space, aspecially when itis
connected to the existing buildings. They would prefer them to be flexible, similar to Mascone
West, with moving airwalls and high ceflings. A suiggestion was fo also have aiwalls that
separate pre function space from meeting space in order fo have flexibility to decrease or

. Increase pte function space.

There was a suggestion to maximize the area of the meefing space by building over the
Esplanade Balfroom, since many suggested that the size of the Esplanade Ballroom works very
well for a general session.

Three user groups interviewed expressed negative reviews of the ems’ﬂng 100 series meeting
rooms for its lack of flexibility and small size.

The majority of user groups mentioned that stacked mesting space is preferable over a large
one-floorlayout, because it increases the perception that the attendee’s walking distance from
one meeting room to the next is shorter. In addition, if the meeting rooms are concentrated in
one area, it makes it easier for event planners fo manage and monitor meétings. Stacked space
atso allows more nafural fight in, which Is a plus for several user groups.

One user group felt that the meeting space looked long and natrow, and would prefer a similar
meeting space to the Esplanade Ballroom.

50% of user groups interviewed mentioned that it is definitely beneficial for one floor of meetlng ’
space fo have a connection with the Esplanade Ballroom, becatse that will be a great transition
from a general session fo a breakout session.

‘One event planner suggested adding windows to the meetmg space, because they felt that

attendees are focused longer with natural light, which is why Moscona West is preferable.
Two of the user groups mentioned that it was lmportant that the meeting space has minimal
number of columns. :

s« Howard Street Connection

o]

There is a strong sentiment of concem about the change in celling height, especially when it
goes down o 11 fook Typically, groups need a minimum of 25-foot high ceilings for exhibit
space.

The concem with the decline in celling height is that it creafes the perception that the exhibit
hall has ended, rather than a continuous space, so an atfraction needs fo be added to move
traffic pass the two sections with 11-foot ceilings.”

In addition, one user group mentioned that the flow changes directions from east io west to
north 1o south when going from Moscone North fo Moscene South.

One user group also did not fike the shape of the entire exhibit space from Moscone North to
South as there are sections to both Moscone North and South that are not aligned with the
width of the Howard Sfreet Connection. The same user group also mennoned that the
escalators enteting the middle of the hall will also be an odd entrance.

One user group feft that the exhibit space In Howard Street Connection would be more valuable
than Moscone East, because it Is located all on one floor rather than separated by a declining
ramp and change in sight fine.

Three user groups mentioned that if at three expansions cannot be done, then Howard Strest
Connection needs to be done before Moscone East, because the connection between the
exjsting bulldings need to be completely fluid pricr fo adding an additional building. '
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57

Q

Thera was a suggestion fo add an airwall to separate Moscone North from South when neaded,
because one of the groups nomally have a keynote speaker in Mescone North and wouid like it
separated from the rest of the exhibit space.,

e Moscone East

o]

Four groups felt that the ramp {connecting Mostone South fo East) will diminish some sellable
exhiblt space, and also changes the sight line, which decreases the space’s perception of
contiguous space..One user group referred fo the Georgia World Congress Center as it has a

_ simitar descending layout, which appeared difficult fo draw attendees down, which makes the
. space less valuable. For this reason, one user group does not consider the exhibit space

between Moscone South and Moscone East as contigucus space due fo the change in sight
line; the event planner emphasized the importance of perception. One event planner noted that
the space around the ramp is stili usable space, bacause the cefling height is-stil high at the
ramp.

One event planner mentioned that the exhibit space’s flow is better with Moscone East .
compared to Howard Street Connection, because ft is all one direction, versus the awkward
shape going from Moscone North to South through the Howard Street Connection, which will
require the flow to switch from east to west fo north to south. .

Three groups were concemed about the rectangular section of Moscone East's exhibit space
that went out towards Folsom Street since it does not align with Moscone South and may be
less desirable. A suggestion was fo add an attraction in that ares, like a café or special exhibit,
in order to move the crowd to that area. Two user groups also mentioned that the rectangular
block is not a concem, bacause atiendees can enfer from the norih side of Moscone East,
where they will see the rectangular block, and it can also be used for ancillary services.

Al of the user groups found the addition of the hotel beneficial, because it enhances the
convention package and adds another hotel close in the area, which provides easy access for

- both attendees and exhibitors. A higher room count may alleviate the number of hotels in the

room block.
Two groups felt that one of Moscone East’s disadvantages is its lack of connection to Moscone .
North, and the addition of another standalone building to Moscone Center.

One user group noted that because Moscone East exhibit space is connected underground to
Moscone South, it wil provide the perception of ong bLuldlng instead of two separate buildings,
which enhances the confinuous perception,

20% of user groups emphasized the importance of adding leading docks for Moscone East,
since the traffic is already crowded, A supplier of convention recommended that Moscone Fast
should have 8-10 of its own faoding docks in order to prevent a reduction of ufifization of the
building with longer move-in/move-out days and increase in costs for exhibitors with a farther
distance in loading dock.

In terms of phasing, two groups suggested adding Moscone East first, since there is more

' fiexibility to add the Howard Street Connection and Third Street Addition later on as it is part of

the existing buildings.

Filling Harket Niche with Expansion

JLLH examined how the proposed expanston could filt a market niche which weuld lead fo a competitive
advantage. JLLH drew its analysis on interviews with senior-level staff from San Francisco Travel, Moscone
Center executives, senior-Jevel meeting planners. who have used the Moscone Center and online resesarch of
competmve facilities.

The purpase of the detailed competitive analysis (in Section 3) was to determine how an expansion of the
~ Moscone Center could offer facilities that will make the market more competitive among ifs peer set, {o. realize

8
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operational efficiencies and economies and to most effectively yield manage the facifity, all with the purpose of
disfinguishing the complex from its compeiitive set to be able o retain and grow core clients.

Below is a broad assessment of high—imbact points that should be considered in the proposed Moscone Center
expansion: .

San Francisco as a destination has significant draw and allure. The consensus among senior meeting
planners was that their San Francisce rotation often garners the highest attendance of any city in the
country. San Francisco ranks particularly favorably among mtematwnal sonventioneers due to fhé direct
air Imkages

San Francisco is gateway to Asia, boding well for technology and medical meefings in particular, which
are affracting a growing number of Aslan attendees. As such, the Moscone Genter benefits from being in
a marquis location which in itself forms a significant cornpeﬁﬁve advaniage in atlracting conventions.

Many large convention centers, fike the Moscone Center, were bult in phases and, due o space
constraints, often do not have the most ideal flow and layout. The seniorevel meefing planners that
JLLH interviewed spoke favorably of the layout and scale of the convention.centers in Orlando, Boston
and New Orleans, but aside from these three, the meeting planners cited few “must.replicate” physical
characteristics of other convention centers.

Favorable aspscts of competitive convention centers to be considered in the Moscone Center expansion include:

Allow for natural light where possible.

The additional exhibit space should be configuous with the Moscone Center's largest exhibit hall.

Any additiona! buildings showtid be physically connected with Moscane Nerth/South,

A number of competitive convention centers have not had a substantial renovation in recent years; as
such the buildings’ technological outfitting is often below state-of-the art standards. Due to the Mascone
Certter's proximity to Silicon Valley, any expansion should be of the highest technology standard, and
this should be marketed and promoted to meeting planners. The expansion should include fechnology
elements such as Wi-Fi throughout that are not present at all other convention centers,

« Additionally, commensurate with San Francisco's positioning as an upsecale, international gateway
market, JLLH deemed that the corporations and associations that hold conventions at the Moscone
Center cften have attendees of a higher demographic segment and education level than the average
conventioneer in the country. As such, the level of finishes in the expanded facility should be at the
upper leve! of what Moscone Center's competitive set currenily offers.

e & & @&

Overall meetmg planners are requesting both addltlonal exhlblt space and meetmg space, although it is
mportant to have more exhibit space; because that is their source of revenués and the main determinant
factor in choosmg a conventlon center Altholigh there are Ilmltatlons in the expansion deSIgns, itis
lmportant to enhance the attendees’ perception of the space with creative designs in order fo maximize
the flow of the conventions. All of the user groups we have mtemewed supported the expansion, and

- most support all three expansions in orde; to maximize both exhibit and meeting space at the Moscone
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6 Expansion Economic Impact Analysis

JLLH conducted a compréhensive economic impact analysis of various Moscone Center expansion scenarios to
determine the optimal expansion of the current facilities. This takes into account the economic impact that is
~expected to generate from the incremental visttor spendlng and the Moscone Center's Net Operating Income

from operations.

6.1  Evaluation of Various Expansfon Scenarios

JLLH projected the growth in attendance for a varlety of expansion scénarios as summarized below:

" Scenario Cmponent(s)

‘Moscone Center Expznsion Scenario

1 Moscone East Construcion

[ N X

Third Street Addifion and Howard Strset Gonnector Expansion

Third Street Addition and Moscone East Construcion o
Howard Street Connechor Expansmn and Moscone EastConstucﬁon
All Three Expansions

Saleable Space {s.f.)

170,150

206,700
260850

277,150
376,850

The table below outlines the assumed construction dates and duration of the various scenarios, along with the

specifics of-the expansions. The starting date for ‘consfruction was given by San Francisco Travel as FY
* 2014/2015. In the plans provided by San Francisco Travel, the Howard Strest Connector Expansion was deemed
to be part of the Third Street Addition {in total, the Moscone North/South expansion) project. JLLH assumed that
the Third Street addition would be constructed during the first two thirds of the overall expansion timeframe, and
that the Howard Street Connector expansion would take place during the last third of the overall Moscone
North/South expansion tlmeframe

Assurned Gonstroction Timeline

Howard Street Third Street Muscnne East

_ Conriector  Addition ' Constriction
Start Construction 430118 72014 71014
Open for Use 8030117  4/30/2016 12629/2017

i SLxmmary of Cnnstructmn

" Howard Street Third Sireel Moscané East
Cannegtor Addition’ Co:;shgclpon

Vérﬁcaﬂy Seﬁarate

Comnecton  ked  buiiding across
Between .
Locaficn above from Moscone
Moscone Norfy - - )
and South Moscone . South on Third _
Soufy Street
Exhibit Space 5.t 107,000 - 102,650
Mesfing Space s.f - 99,700 67,500

Total Saleable Space ' 107,000 98,700 170,150

62 Methodology of Attendancs Projections based on Expansion Scenario

JLLH first caleulated arganic growth rates in Mo;bone Center attendance assuming no expansion in space. An
assumed growth rate of 2.5% per annum was appiied to the total attendance figures for FY 2010/2011.
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6.3

Based on this’ methodology, JLLH calcu!ated that altendance wbﬁ!d rise to 1.434 mlﬂlon in FY 2021!2 22
This attendance level yielded ‘a ratio of 27 attendees per square foot of exhibit ‘space, ‘déefnad &

: .mfeasm[e, since the ratio from FY. 1985/1990 to FY 2011/2011 averaged 1.9, ,

JLLH as such added an attrition factor to the model, cappmg future attendance per square : foot of exhib[t
space at a ratm of 2.2. When accounhng for altrltlon, the orgamc growth scenano ylelded annual
attendance of 1.207 million in FY 2021/2022. For purposes of the 15—year net econormc impact, JLLH took
this attendance ﬁgure, deemed tobhea stab:l:zed flgure and apphed it to all yéars from FY 2022!2023
thruugh FY 2025/2026.

i‘;t(we to keep mal'(irij'mo'ie efﬁmenj lis_e_' of the s;’ia_oe"avallable'. '

Based on this analysis, JLIH concluded that It is unlikely that Moscone Center aitendance will decline if the

. convention center is not expanded. While the absence of an expansion may result in the loss of several of the

center's largest groups fo other cities, JLLH expects that San Francisco Travel will be able o manage demand
accordingly and accommodate another group, or multiple smaller groups in the time blocks made available by
such lost groups. While the replaced husiness may have a lesser economic impact on the city, JLLH did not lower
any prajected attendance figures due fo the presumed loss of any groups that are tumed away due to space
constraints.

JLLH subsequently calculated attendance projections for the three expansion scenarios detailed below, along

- with all possible combinations thereof. In its methodology, JLLH took the organic aftendance growth figures

(capped at a space utilization rate of 2.2 as described above), and caleulated the induced demand, expressed as .
numbsar of induced groups multipied by average historic group size. JLLH also made assumptions as to the
expected nimber of groups displaced during the construction. of each of the expansion scenarios based on .
insight gamered during inferviews with competitive convention center managers, among ather factors.

For all expansion scenatios, JLLH computed average space utiization rafios and considered these when
determining the reasonableness of assumed attendance growth rafes. The attendance projection summary table
(Appendix 7.3} highlights the average attendance per square foot of exhibit space for each expansion scenario.

JLLH also evaluated the potential for demand dilution for each of the expansion scenarios. Demand dilution refers
to the risk of a group prefering a certsin space over another space of the Mascone Genter. JLLH believes that if
a group is of the appropriate size to be self-contained in Moscone West, they will often favor this space, but larger
groups that require the full facility will use it as needed o accommodate their exhibitors and atiendees. As such,
JLLH does not expect that demand difution wil become a material chalienge, and did not consider this matter
further when determining the recummended expansion scenario.

The ﬁnal prolected aﬂendance ﬁgure tor each of the expanswn cases thus rep;esents orgamc growth

determmlng ‘the eeonomlc m1pact of the |neremenlal attendance figures  of the’ vanous expansmn
scenanos. : .

Calculation of Economic Impact of Expansion Scenarios

&2
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JLLH calculated the economic impdct that various expansion scenarios are expected to yield based on the
increased attendance Jevels associated with the expansion. The IRR of the assaciated construction costs agalnst
the incrementa! economic impact was used in formulating JLLH’s final recommendation.

[n order to estimate economic impact, JLLH relied on the IMPLAN software and data package, which uses
multipliers based on data from the Bureau of Labor Statistics, the U.S. Census, and other agencies to describe
and quantify economic changes. IMPLAN is considered a comprehensive arid reliable source by economists and
makes use of multipliers to provide estimates of economic activity associated with some other economic activity
or changes to an activity level. JLLH usad 2010 IMPLAN data (which represents the lafest year available) for San
Francisco Counly in the economic Impact aralysis; therefore, the mutipliers are specific o the market at hand.

IMPLAN's multipliers consist of three types of impact: direct, indirect, and induced sffects. Direct effects are
those related to the initial spending in the economy, and indirect effects measure the additional businesses
needed fo purchase goods and setvices fo produce the product purchased by the direct effect. Induced effects
are the response by an economy fo the initial change causing further focal economic activity. Each of these
effects Is categorized into employment, labor income, value-added, or cutput as defi ned below:

« Employment: Annual average fullime and pari-time jobs throughout the economy that are nesded, '
diractly and indirectly, o defiver $1 miflion of output.

v Labor Income: All forms of employment income, including Employee Compensation (wages and
benefits) and Proprietary Income. Proprietary Income encompasses payments received by self-
employed individuals as well as income. : : _

+  Value-Added: Represents the sum of Labor income, Other Property Type Income, and Indirect
Business Taxes. Other Property Type Income consists of payments from rents, royalties and dividends,
and Indirect Business Taxes consist primarily of excise and sales taxes paid by individuals to
businesses. These taxes oceur during the normal operations of these businesses, but do not includs -
taxes on profit or income.

«  Output: The total value of the industy production; intermediate purchases plus value-added. Output
incorporates all of the compenents in Labor income and Value-Added.

in computing the full economic impact per the above-referenced methodelogy, JLLH computed the impact of
incremental Moscone Center Net Operating Income and incremental visitor spending as described below.

Moscone Center Facility Impact

JLLH analyzed trends in Moscone Center facility revenues, expenses and operating income to incorporate the
impact of attendance on the financial performance of the convention center under various expansion scenarios. In

. order {o esfimate a 15-year economic impact fiom visitor spending, JLLH also added in the Convention Center
Net Income attributable to incremental attendance resulting trom the expansion.

A profit margin ranging from -13.2% (similar to FY 2010/2011) to -4.0% was applied fo the forecast Adjusted
Gross Income (AGI) for the convention center operations to abfain a forecast for Convention Center Net Income
throughout the forecast horizon for the seven scenarios. JLLH datermined that there is not an attendance level
that will result in breakeven profitability. Mescone Center operations are expected to continue to yield a sfight loss
as they have in the past, but a positive frend will be seen as fixed costs are distributed among a larger area of
operations. ' ’
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Visitor Spending Impact

In order fo estimate the Incremental revenues trom visitar spending, JLLH calculated the net difference in
attendance between each of the five scenarios and the base case of no expansion. The 2010/2011 Moscane
Annual Repori (latest data avaflable) aggregated three attendee origin categories:. National/Infernational,
State/Regional, and Local. In order to estimate the percent of total out-of-fown attendees, we have assumed that
100% of National/Intemational and State/Regional atiendees are from out of fown, while assuming that all Local
attendees are from within the San Francisco area. This results in a total out-of-town percentage of 99%. _

Voscone Attendance Regions: FY 2010/2011 -

FY 2010/2011 JLLH  Total Out-of-

) Flgures Assumed - Town % .-
Naionalniernatonal
Sta¥/Regional 2% 100% 22%
Looal 1% 0% 0%

" JLLH relied on San Francisco Travel's 2010 sfatistics (latest year available) on the visitor spending by sagment
and average length of stay in order to derive the revenue generated per visitor for various categories, indicated in
the below table. The defalled calcufation based on expansion Scenario 5 is contained in Appendix 7.4,

Spending by Visitar Segment (SF Hotel/Motel Visitor): 2610~

] _Category - $/Day/Person  $per Person at 3.5 Days
Lodging ) $86.41 $302.44
Restaurants in Hotels . $19.95 $67.38
Al Cther Resaurants - $4081- $143.19
Retail $37.20 ‘ $130.20
Enfertainment & Sightsesing $24.17 ) $84.680
-Local Transporiafon $8.95 $31.38
Gas/Aul Services $13.09 . . $45.82
Car Rental $4.53 $15.86
Exhibiior/Assoc. Expends $36.91 $129.19
Total Spending $271.43 . $950.01
Length of Stay o 35 '

The increase {or loss) in attendance for all seven scenarios compared 1o the base (no expansion) scenario were
convertéd to incremental revenues sccording to the average spending per category data accumulated by San
Francisco Travel. Because the “Exhibitor/Assoc, Expends® sector included anything an exhibitor/association
would spend during their time in San Francisco (1.e. lodging, restaurarts, efe.), JLLH assumed that this sector has
been accourted for in the economic impact through the allocation for the remaining sectors.
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“IMPLAN Sectors -

el e INPLA . IMPLAN Descnpnon
Lodging 411 Hotels and motsls, |nc1ud|ng casino holels
Hestaurants in Hotels o4 - Hotels and mofels, including casino holels
AllCther Restauranis 413 Food services and drinking places
Retal 329 Retall- General Merchandise
Enteriainment & Sightsesing . 338 Scenk and sightseeing transpartafion and supportacivifes for fransporiion
Local Transpariafon ) 336 Transitand ground passenger ransporiafion
Gas/Aufo Services 326 Retail - Gasofine stafions
Gar Renfal 362 Aubmofive equipment rental and leasing
Construction 34 Consirucion of new nonresidential commercial and health care sructures

Source; JLLH, IMPLAN

6.4

Spend peraining 1o the Lodging and Restauranis in the Hotels sector was applied only the net out-of-fown
attendees, while the remaining sectors were atfributed to alf net aﬁendees

The average spend per person at 3.5 days {from-2010) was inflafed fo the specific years in which the expanded
space opened (which started earflest from 2014/2015 depanding on the canstruction schedule for the scenario).
The calculation for expansion Scenado 5 is detailed in Appendl,. 75 This calculation was repeated for all five
scenarios.

Economic Impact Summary '

The following fable pfesents the net economic impact {Moscone Center Net Operating Income and Visitor
* Spending Impact} and the change in employment for all five scenarios based on the projection peiied through FY
2025/2026. The detailed caiculations for all five scenarios are displayed in Appendix 7.6,

LU IO

Ranking . Stenafio. .- . . " .7 Components .- NetEconemic tmp t
5  AlThreeExparisions . ' ' 434,093,330 T 878
4 Howard Street Gonnecior Expansion and Moscone East Consfrucion . $1,831,025,465 8,816
3 Third SreetAddiion and Moscone East Consiricion . £802,700:493 3,682
2 Third Strest Addifien and Howard Street Gonnector Expansion . $734,402,886 3,480
i Moscone EastConslruction §699,631:255 3,412
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Based on the economic impact analysfs from visitor spending and taking infe account the Net Operating Income
from the Moscone Center operafions, Scenatio 5 with all three expansions yielded the highest net econamic
impact with the highest change in employment

impact on Hotel Market Occupancy

JLLH projacted hotel demand starting in 2011/2012 over a future 10- -year period, assuming no supply increases
1o core convention center lodging area, 1o demonstrate how undergeing the expansion (assuming Scenano 5)
likely warrants the addifion of new hote] supply in the future.

As presented in Section 4 of this report, the correlation of Moscone Center convention attendance to hotel
derand among the set of convention center hotels equals 0.75. JULH as such calculated the projected holel
demand fevel annual percent change from 2011/2012 onward by adding the convention attendance percent
change muitiplied by 75% with the long-term average demand percent change muttiplied by 25%. Note that hotel
demand and hots! supply are expressed on fotal reom night {annual) basis.
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This calculation yields a CAGR in hotel demand of 2.6% 'qr tha years in the forecast horizon, notably
above the historic 1. 4%, suggestmg that the |ncreased exhibit s space sqdare footage buitt in the Heward
Street COnnector and Moscone East will yield higher hiotel deriand.

'E"ilan Eased nn Hecnmmended :xpanalon Scenano

San Franmsco Cor# Comenuon Hotels Futu 2 Occupanc P

Convention e ;;:;'e:;et:l ) %Hotel . | Accomddated _Acgg;l : Unaccommodaied
Frsca} Year Anendance {Scenario Ho_telsuppty : = RoémNight | RoomMight Prajected | Room nght
Change e RoomNight =, 0o Demand  Occupancy| — Demand
- A : L Demand - har_lge‘; m cupancy
1989/1990 606,425 . 4,016,522 2,732,220 - 2,732,220 68.0%
1996991 572,393 -5.6% 4,154,430 2,672,889 -22% 2,672,689 64.3%
1991/1992 611,38t 6.8% 4,154,430 2,706,555 1.3% 2,706,555 65.1%|
1992993 . 785,202 25.2% 4156430 §  2,859,19% . 56% 2,859,198 66.6%)|
199371994 A 835,762 9.2% 4154430 = 2,951,213 3.2% 2851213 T1.0%
1294/1395 ; 798,624 -4.4% 4,154,430 3,084,491 4.5% 3084491 ©  T42%
. 1985/1936 . 787218 -1.4% 4,154,430 3,117,808 1.1% 3,117,988 - T51%
1996/1997 . B7782T  11.5% 4,164,430 3,317,700 6.4% 3,317,700 79.9%
1997/1938 . 834243 ~4:9% 4,154,430 3,3'13,00_2 -01% 3,313,602 79.7%
19981993 894,818 7.3% 4,179,867 8,274,929 -1.1% 3,274,929 78.4%]
1995/2600 . 684,266 -23.5% 4,307,545 . 3445126 5.2% 3,445,126 B0.0%;
2006/2001 839,390 22.7% - 4,206,445 | 3,274,276 -5.0% 3,274,276 76.0%)]
2001/2002 T4LF4E  -11.3% 4,266,452 2,753,942 ~15.9% 2,753,942 B4.5%)|
200272003 T47 832 04% 4308920 | - 2,884,997 4.0% .2,864,897 66.5%)
2003/2004 ) 937440 254% 4,308,920 | . 3,162,950 10.4% 3,162,860 73.4%
2004/2005 ) 819,843 -12.5% 4,294,020 3,177,229 - 0.5% 3,177,228 74.0%
2005/2006 : 1046372  27.6% 4197414 3,208,835 1.0% 3,208,835, " 764%
2006/2007 574,676 -6.8% 4,297,510 3,321,572 3.5% 3,321,572 T7.3%]
2007/2008 1273000 31.2% 4,380,010 3,525,393 61%) 3525393 B0.5%
2008/2009 068664  -24.9% 4,408 760 3,513,193 -0.3% 3,913,193 78.1%
2009/2810 } o181 -5.0% 4,498,260 - 3,621,242 3.1% 3,621,242 80.5%
201072011 1082975  18.8% 4,457,837 A677.768 - 16% 3,877,706 B1.8%
2011/2012F - 1115318 2.0% 4,497,632 3,747,232 . 1.9% 3,747,232 83.3%)
2012/2013F . 1,148,315 2.8% 4,497,632 3,838,762 2.4% 3,838,762 85.4%
2013/2014F 1,181,134 [ 3.0% 4,497,632 3,939,962 . 26% 3,838,762 BEGH, 101;221
2014/2015F 1165344  -1.3% 4,407,632 3,914,355 0.7% 3,838,762 87.6% 75,593
2015/2016F 1,172,200 0.6% 4,497,632 3,945,753 0.8% 3,838,762 B7.6%4) 106,991
2016/2017F 1.216,891 3.8% 4,497,632 4,072,540 . 32%] . 3838762 67,6% 233,779
2017/2018F 1376424 13.4% 4,497,632 4,488,186 10.2% 3,838,762 87.6%) 640,424
2018/2019F 1453619 . 56% 4,497,832 4,693,238 4.6% 3,838,762 87.6% 854,476
201942020F 1484495  21% 4,497,632 4,784,778 2.0% 3,838,762 BTEN] . 946,016
2020/2021F . 1,505,080 14% 4497632 (. 4,851,584 14% 3,838,762 B7.6%) 1,012,823
2021/2022F . ) )
1,525,665 14% 4,437,632 4,518,633 1.4% 3.838,762 BT.8% 1,079,871
mnﬂ;tgr;;gﬁh?% B Total Hotel Room Night Demand Change
Canverfon Atiendancs, Hoiel | CAGR 1989/1990 -
Demand 20102011 ) 1.4%
CAGH 2011/2012-
0.75 20212002  2.8%

Source: Smit Travel Researd, Jones Lang LaSalle Hotels

Based on the projection methodology detalied in ‘the body of the report, the rise in holel demand am[d
v - steady supply will yield a projected accupancy rate of 87.6% in FY 2013/2014. An analys;s of Iong-term
trends in San Francisco and other lodging markets evidences that annual hotel occupancy rarely
exceeds mid 80s occupancy levels given the periods of lower demand such as halidays. As such, it is
cansidered unfikely that occupancy would grow above this level, resultmg in a considerable amount of
unaccommodated liotel room night demand as displayed in the table. It no riew reom- supply is
introduced to the market, JLLH estimates a potential loss in economic benefit (from visitor spending) of

: ) 56
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' ) Moscone Expansion Cost Benefit Analysis — Phase i Analysis

approxlmately $15 - millicd for FY- 201#2014 and incréasing each additionial year with ‘thé'loss in
unaccommudajed demand for the market as a whole. .

JLLH 'b_ &5 that, based .on the mcremental conventaon center aﬂendance resultmg lrom the
fe mmended expansmn,

i: nvermon center headqua:ters hotel or another hotel | in the local area, wﬂl have an additional pOSIthe
lmpact on aréa emplgyment and tax revenues beyond what is quantified in thls report,

It should be, noted lhat the above analysxs only pertams to the Core Conventlon Hotels, which are the
preferred hotels for meetmg -_r_bom biock, but there is an addlﬂonal 2, 000 hotel rooms which
€an be used durmg the cor snon pénod From our Moscone User Group miemews, the comp[amt in
the San Francisco, hote[ supply was not due to'the lack of supply, but it was speclﬁcally for the’ number of
quahty supply and the high number of hotels in the rooh versus other cmes, like Las Vegés, due to the
gieat supply of smaller, boutique hotels in the Cxty
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7 Appendices

7.1 Glossary

Average Daily Rate (ADB) A measure of the average rate paid for rooms sold which is calculated by
dnndmg total raom revenue by total rooms sold.

Chain Scales: Seven segments deﬁned by Smith Travel Research based on aciual average room rates. _
Independent hofels, regardless of their room rates are included as a separate chain scale category. The _

chain scale segments are: Luxury Chains, Upper Upscale Chains, Upscale Chains, Upper Midscale
Chains, Midscale Chains, Ecaonomy Chains, and lndependents.

Compounded Annual Growth Rate (CAGR) The year- over-year growth rate of a measure overa
penod of ttme _ .

Internal Rate of Return {IRR): The rale of return used in capital budgeting to measure and compare the
profitability of investments by making the net present value of all cash flows from a project equal to zero.

Net Present Vatue (NPV): The sum of the present value of all cash flows, both incoming and outgoing.

Occupancy: The percentage of avallable rooms that were sold during a specified period of Eme, which
is calculated by dividing total rooms sold by fotal rooms avarlable

Revenue per Avajlable Room (RevPAFl) The total room revenue divided by fotal rooms available,
Occupancy multiplied by ADR is equal to BevPAR.

Smith Travel Research (STR): STR tracks supply and demand data for the hote! industry within the
U.S. and globally.

COPYRIGHT & JONES LANG LASALLE 1P, ING. 2012, All Rights Reserved
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7.2 . Moscone Center Existing Facility SWOT Analysis

. Sirengths

Draw of San Francisco as a destination, strong
airift

Proximity to high-quafity hotel inventory
Proximity fo significant number of country's high-
tech companies

Professional and dedicated convention sales team-

Opportunities

Addition of contiguous exhibit space fo better
accommodate groups that are ouigrowing the
current faciity

COFYRIGHT © JONES LANG LASALLE [P, INC. 2012. All Fighls Reserved

Wezknesses

Threats

» Constraints on physical expansion; fimited ability to
expand vertically and create more venues with
natural lighting
Some parts of canvention center are in need of
renovation o
Lack of adjoining or adjacent headquarters hotel
Limited staging area for frucks detivering
exhibitors' equipment

Loss of convention rotations to other cities
Expansion of convention centers in San Diego and
Lps Angeles ' ‘
Inereases fo cost structure with regard fo union
labor, hotel rates, air travel
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7.3  Summary Attendance Projecfion Pro-Forma

The table below shows JLLH's detailed attendance projections for each expansion scenario. It should be noted
that two scenarios, Third Street Addition on its own ahd Howard Street Connector on its own, presented below
were removed from the Economic Impact Analysis, since they will not be considered on their own.

11 WS
24w
\

‘Elfiiancyol Bpros: Minadece perCxmii pucesS  Elhchyocy al Space: Kerdew g Ehibd Fpaer L,
Leatd 13 Heew 15 Hevbh 4 taed 19
Fa 22 Rz 22 Faw M 21 fFabee 21
U208 Co & AL digosit S LT
Cominiclon S - ConsStern Co ~TLLMGS e £20,000,6%
. otypnzp ATIRE HAEN MU BB o ]
B mzE 25T NirgrF I . usinEE ]
spuF 0 ZRTPUE T HIHF  Thian HIHE 2an ;m
DGR ‘WU AW INAEF  prEeasy AMEToRF 2Ty ey
b SIMAUE 2P MBI TEE
e T EsE eIR ae i

aIBE NI
BrRIF | WIGZD

wematE Wyl
WHRDF — 3 ws A

& v s

i sedme %oy AT FaiTes Micdres AChste
ws T2 wen s ] "2

| iid 1 imdizn Soes Rt 22 1 T e
uninn 2w st IR 23 dmoum mst sit
» titey 13 o s 17w w2 |, B
R e ¥ e iy w R
] IE e 13 s
" BIEEe €T 1y e
s 8 imcug Pl 2 wsylenr
ez [T wza JE
e 13 Gwms AT ZB Wewismt 1
o 2 1 ww @ 15 mexEN
200l w2 n e " msam 19 2ok
TR UM -2 4 mueR. TRE - 1T Uz
] wot e ¥ vz W 17 2mtem
© 2o oM Bee oozl il 17 20N
W0 e e ¥ mioes siasa 15 Z0S
2003008 wezz DEN ) Eoapes s 5
T Uik Ak o JE i aaTEr
oo 1B wTs 20 mrER e 24 ape
oz WIS W 15 imatn mEs(

: Haae W e . 0 Bl

Foe 1 Fan 12 Frim
T ot i

Wi 251z . ol =m0
anunoe WERE wermp nhegiTm e
UM Zoin DEOHE 2 i
LA B & WD EHER ofaRE
LI 75560 WO Eaom oM
ApiEZeIT BRI DIRBITF 20260 M2 WA
DLINE W= 0izonF 2Ph3 88 IR
nzeER WVETZ TS ILITA mMEDF
DR sy Py Muzzm 2
annur Asnsy wReF Qo ootk
iR st AR02F GO | auunnE
Secion S et Traeel dare Lory L7 Soa Hakk 8 .

COPFYRIGHT @ JONES LANG LASALIE IF, INC. 2012. All Rights Reserved
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‘74 Visitor Spend Impact based on Incrementai Attendance

The below table detaifs the visitor spending Impact resulting from the incremental attendance projected in
Scenario 5, which pertains to Alf Three Expansions, For each fiscal year, the incremental attendance figures are
muttiplied by the average per person spend figures for each of the categories as provided by San Francisco
Travel. The tables for the ather six expansion scenarios are saved in JLLH's project files.
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7.5 Total Visitor Spend Economic Impact based on IMPLAN Multipliers

The below tabls details the full 'ecoﬁomic impact frbm visitor spending resulting fromt the incremental additional
. attendance Jevels as projected in Scenarlo 5, which pertains to All Three Expansions. The tables for the other

tfour scenarios are saved in JLLH's project files.

Scenario 3 Visitor Spending lmpact {in 2012 §)

2014/2015 - fmpact Type Emplpyment
DirectEflect ~ -203.10
il Indirect Efect 28
Induced Effect -38.9
Total Effect <262.70

2015/2016 Impact Type = Employment -

Direct Efiect 17050
R ndirect Efioct -19
induced Effsct -31
Total Effest 22050

201672017 impact Type .. Employment:.

DirectEfect =~ 42.70
Indirect Eflect 5.7
induced Efect 74
Total Effest 55.80

2017/2018 impact Typs' - Employment -

Direct Effect 707.60
Indirect Effect 94.8
Induced Efiect 1229
Total Effect 925.20

204612019 Timpact Type . Employment™

Direct Efect 1,038.60
Indirect Effect 139.3
Induced Efect 180.4
Total Effect - 1,358.20

2019/2020 ‘lmpact Type  Employment’ .1

Direct Efect 1,179.50
Indiract Eliect 158.3
Induced Efbtt 204.9
Total Effest - 154270

2020/2021 impact Type " Eroployment .. L

Direct Effect 1,278.90
indirect Effact 171.9
Induced Effect 222.2
Total Effect 1.673.00
20212022 Impact Type, RGN
Direct Effect 1,380.00
Indirect Efisct 185.7
Induced Effiect 239.9
Total Effect -  1,805.60

Soures: Jones Lang LaSalie Hotels, based on IMPLAN data

COPYRIGHT @.JONES LANG L ASALLE [P, INC. 2012, All Righfs Reserved

5 -$18,380;430.

815,448,336
“Value Added ~ Outpist

$102,733,070

Value Added  Output

$11,651,000 -$13,744,480
-§2,640,316  -$3,842,543 -
-$4,089,016  -§5,881,637
'ml“aam
Yajue Added Output

-$9,780,862  -§11,519,712
$2212076  -$3,218,069
-$3435,398  -$4,942.314
18,651,696

42,295 405
t667,221
$820,091
83127

43,476,073
$970,883

$1,173815
$5,626,511

v Value Added - Ouipui .
.$36,521,340

$57,693,080
$11,089,417  $16,106,060
$13,601.876  $19,564,865
$61,592,633  $92:364,9%4

2 .- Valus Added”™  Qutput

$54.197,156  $84,839,314
$16,267,854  $23,869,212
$10971,016  $28,726,202
$90,436,026  $137,234,728

.- Value Addsd . Ouiput .

$61,550,252  $96,524,882
$19,497,001  $26,911,809
$22685728  $32,631,029
$156,067,600
aluz Added " Qutput
$66,736,722  $104,851,747
$20,080,209 -  $29,214,376
$24503,050  $35,388,805

§111,419,981 $169 455,019
ValueAdded - Output

$72 016,084 $1 13,359,339
$21,605646  $31,563,713

- $26,555,636 38,197,484
$120,267,346 $183,120,536

62



Moscore Expansion Cost Benefit Analysis — Phase II Analysis

7.6 Annual Incremental Economic Impact by Expansion Scenario

The two tables below depict the annual Incremental economic impact for each of the five expansion scenarios.
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7.7 Change in Employment by Expansioﬁ Scenario

The below table details the change in employment based on each of the five exparsion scenarios.

Scznare 1 Erphaymenil
Visitor Sp2ading

{nducen
Etfect

Toral
et indweel  chducad
Effsci  Eifect  Effect.  Total

Dircet E4iger  Judirzet Eact

. 2011/2012F . - . B - -
2012/2013F - - - - . - -
201320148 - - N . - B -
2014/20{5F . - . P - - .
20152016F - . - . - . :

B BOBROITF - " - . - - -

201712038 236 4] # 295 L3 4 303
2018/2019F 518 m ;] 513 n,  w 678
201a/2020F 568 B W 5@ b B .74
2000/21F 817 88 107 17 & 17 808

o

Siopapar

il

Visltoe Epending
Inducgd § Dier)  fndimt! tnduesd
Dirpel Bilerl  IngimciSilact £zt § Elfpnd  Eifee) £l
2011/2D12F . - - . - - .
20t2/2015F - « . - - u .
2013/2004F . - - . - . -
2014/2015F (203} (23 #n (29 ] (& (=3
2015/2016F (174) : 19) [<i /I 1) {19) ay {21
2016/2017F 43 8 7 43 B 7 58
2017/2018F 472 <) 82 472 ] B2 617
2018/2019F - 619 et 519 20 80 ]
2019/2020F 512 B2 108 @2 a2 15 80
2020{2021F . B 89 15 - ez’ B . 115 BES
% 124

2021/2022F TZr 85 124 T2

Yiziter Spendin

‘agutsd
Diecl 202t Indivect Ellect -

2011/2012F - - - - - - -
20iz/o01aF - - - . - . .
20132014F - - - - - - -
20Mi2015F 203 (23 En ey g (@ (9
2015/2015F R 2] (1%} =) (1) (19 (31} (21
2MERHTF 43 ] T 43 [ 7 56
2017/2018F 21 T 45 278 87 48 364 .
20tB/2013F 606 8t 108 608 a1 105 792
201920207 839 9% 121 - o4 121 914
20072021F ™. 101 193 ™ m 136 8l

SULIRGZEF ae 108 139 810 108 18 197

. Srersre SEmp
Visitat Spending |

Induese Indireet  nduced

Direzl Sftect  indhect Eifect Effest Efleel Effect . Total
20112012F N - - . - - -
2012/2013F - . . - - - .
2013t2014F N B - . B - .
2014/2015F - - . . - - -
20152016F - - > : - - .
BNERGTIF - - - . - - -
20TH201EF - GBS . 115 665 By 115 B53
2018/2019F 958 128 165 -4 128 165 (248
2019/2020F 1048 141 182 1,048 141 182 1
202al021F 1147 154 198 1447 14 . 199 1,50

RNRRE 1247 168 217 24 168 efr

Visitg! Spending

Induced | Direet ot Incuozed
Oireot Eficcd  nciract Eliaet  ENect | Eftecr Effeel. - Eflesl
ZOMpF - : . v - . B
20122013 - - e L. - R -
2013200F - - . - - - .
201420158 (203 {23} 37 (e (28) a7
2018/2016F fi7a)] {ig {31) [{re)] {18} (31}
2016/2017F 43 3 7 L] ] 7
| 2017/201BF 8 85 123 8 8% {3 -
Z201RM2918F 1,039 19 180 1,08 138 180
20190208 - 1,160 158 2n; 1,188 158 205
2020/2021F 1218 172 222 127 12 e
Ao 1.388 186 0 130, 185 240
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2025
14 2027

16 2020
17 2030
18 2031
18 2032
20 203" o
212034
22 2036
23 2038
24 2037
25 2038
26 2098 .

26 2041
20 2042
30 2043
31 2044
32 2045
332048

Tolal 500,000,000

1,437,000

1,686,140
12,868,140
68,738,140

u@.c_uu

- 8283 - -

- - 12,83 -

- - - 331.81
524 82,63 12.!1I : 33181

(1,700,000 (3,000,000)
(3,538,860)  (12,835,000)

.~ (19,080,000)
(19,662,000
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(35,622,000)
(35,520,000
35,547 £100]
38,521,000
36,510,01

(35,521
35,520,000)
(35,518,000)
(35,517,000)
'(85,518, b0t
- (@551 ,000)
(35,521,000)
(35,517,000)
(35,618,000
(35,521,000)
{35,620,000)
(35,519,000)
(35,547,000}
(35,520,000)
(35,617,000)
(35,520,000)
(35,522,000)
(35, 511 a00)

(5,238,880)

1.000
{82,825,000) m 831,000) (m,su 00}

+ (300,000)

(300,000)
(300,900)
(300,000]

00,000)
(300,000)
(300,000)
(ao0,000)

(3u0,000)
(300,000)
(300,000)
(300,000)
(300,000)
(300,000}
(300,000)
(200,000)
(300,000)

(8,705,000}

$

$

(4,700,000)
{18,373 860]
{12,000,000)
(19,662,000
(20,252,000)
20,622,000)

(35,821,000) "
(35,812,000)
(35,522,000)
(35,818,000)
(35,822,000)
35,220,000)

(35,521,000)
35,010,000
{35,620,000)
(35,620,000)
(35,818,000)
(35, ew.uun)
+(35,818,00
"(35,819,000)
(35,821,000)
(35,817,000)
(35,818,000)
(36,821,000}
(35,820,000)
(35,819,000)
(5,817,000
(35,820,000)
(35,817,000)
 (36,820,000)
(35,822,000)
(35,817,000)
i

{1,103,837,660)

A5,817,000), -, . "

5,238,880

3, 530 860
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12,636,000
19,000,000
19,862,000
20,252,000
20,922,000

22,602.000
23,362,000
22,964,000
23,639,000
24,348,000

- 25,178,000 e

25,831,000
26,805,000
z1.4o4,uou
28,220,000
28,073,000
28,045,000

30,843,000, © -

31,749,000
32,722,000
33,704,000
34,714,000
35,756,000 .
16,528,000
37,834,000
39,071,000
40,244,000
41,454,000
42,695,000
43,075,000

928,710,000

9,791,000
.10,085,000 .}
10,388, uun
o700

558

4,700,000
" 18,373,860
19,000,000
18,662,000
20,262,000
,20,622,000

31,384,000
32,322,000
32,180,000
33,146,000
34,138,000

- 285,483,000

38,210,000
37,305,000
38,104,000
38,926,000
39,773,000
40,846,000

" 41,543,000
42,469,000
43,422,000
44,404,000

© 45,414,000

46,456,000
47,528,000
48,634,000
40,171,000
50,244,000
52,151,600
53,385,000
54,675,000
10,700,000

ho3 10,700,000

/242,262,060

zs.sn.uvn -
30,467,000

“.242,50)

(5,354,000)
(4,436,000)
(3.500,000)

(3,638,000 .
(2,677,000) *

(1,661,000)
+ :1(854,000)
398,000

1,486,000 : -

2,284,000

3,108,000 .

* 3,855,000
4,828,000

5,725,000, %
'6,650,000 '
7,801,000 *.

8,587,000

9,506,000
10,635,000
1,708,000
12,815,000
13,864,000
15,124,000
18,304,000
17,575,000
13,053,000

(25,17,000) -
10401050

128,316,000

Exgess Hevemm. 471,295,000

- (6,242,000)
- (11,506,000)
- (18,034,000)
e 534 0o)
" (29,172,008),
(25,849, uuu 3
(27,530,000}

27,786,000
(za,apd,nuu.
(24,018,000
(20,840,000}
i -"(15,956;000)
' (12,127,000).
{8.402,000)
244,000
7,849,000,
. 16,438,000
26,002,000,

38,857,000 °

*. 48,376,000
61,101,000

W 75445000
.1, 80,266,000,
*106,803,000.
124,174,000
-143,031,000
117,914,000
128,315.000

28, 184 000) :

cnuh%anlnwn MEwv274 u-ln12(‘l}.xlsx

398,000 -
1,486,000 -
2,204,000 -
3,100,000 -
3,956,000 - -
3,771,000 4,057,000 -
L& ETBE -

- 6,650,000 ' -

. 7,801,000 - -

- 42383000 4,204,000 .

. . 9,506,000 .

. - 10,835,000

- - A,748000 7,060,000

- - - 12,846,000

- - - 13,954,000

- - - 15424000

- - - 16,334,000

- - - 17,675,000

- - - 18,253,000
. 15000000 26,416,000  25,184000 102,816,000
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