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AMENDED IN COMMITTEE
: 1/30/13
FILE NO. 121201 RESOLUTION NO.

-7
oy

[Finding of Fiscal Feasibility - Moscone Center Expansion Project]

Resolution finding that a project propbsed by the City to expand and renovate the
North and South exhibit halls of the Moscone Convention Center, including _
reconﬁfiggrirlg tlz?l\lcirth and South exhibit halls to create additional contiguous exhibit
spacé, é new b»ayll.licV)bm, new loading and building seNice 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 Admfnistrative Code,

Chapter 29.

- WHEREAS, The Succéssor to the San Francisco Redevelopment Agency (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 Cb‘nvention Center (“Moscone North™), and approximately
10 acres located at 747 Howard Street, which is the South exhibit hall (“Moscone South”) of
the MosconezConvention Center; and

WHEREAS, The City, with the authorization of the Agéncy, and acting through its
Department of Public Works (“DPW") and Office of Economic and Workforce Develbpment-
(“OEWD”), and the San Franbisco 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 of contiguous exhibit space, which would be accomplished

Mayor Lee
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by connecting existing space 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 me‘etil;g 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 Moscone Center is the smallest among 13 convention centers with
which it is most competitive, and convention cente'fs in at least two citieé, Los Angeles and
San Diego, have 6ompleted 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_reportéd recordkattendance in recent years,
compounding the need-for additional space, as San Francisco ranks particularly favorably
among international convention attendees due to the large amounf 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 sbending as a result of lack of évailable
space for conventions with dates between 2010 and 201_9, as these evénts instead bookéd
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 Expansion Project will be ﬁnanced via a partnership
between the tourist hotel cﬁmmunity and the City, with the tourist hotels located within the

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

Mayor Lee .
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cqsts out of special 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 bbnd, 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 scenario; and

| WHEREAS, The City is expected to_derive significant economic benefits in return for its

financial cofnmitment, as the Moscone Center Expansion Project would- glénerate ponstruction
jobs, and additional economic activity in the form of increased spending for local busfnesses
and increased fax revenue for the City; and

WHEREAS, Administrative Code Section 29.2 requires that, béfore_ submitting an
environmental evaluation application (an “Environmental Application”) to the Plannihg
Department under Administrative Code Chapter 31 and the California Environmental Quality
Act, Public Resou-rc;es Code Sections 21000 and Guidelines for Impleméntation 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 Pr_oject 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 Project is fiscally feasible and responsible; and

WHEREAS, The Mayor’s Office on Economic and Workforce Development has
prepared a fiscal feasibility analysis for the proposed Project, which meets the requirements of

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

Mayor Lee ' .
BOARD OF SUPERVISORS : Page 3
' 12/11/2012

428




O © 00 N O O H W N -

(9)] ELN w N - O © los} ~ (o)) (7 N w N -

the Clerk of the Board of Supervisors in File No. 121201, and is hereby incorporated by this
reference as part of thel 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 Prbject, 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 Report and other information submitted to it in
connection with the Project and has considered: (1) the direct and.indirect ﬁnanbial 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 estimated 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 Project;
and, (5) the debt load to be éarried by the City and the District; now, therefore, be it |

RESOLVED, That the Board of Supervisors finds that the plan to undertake and

iinpiement the proposed Project is fiscally feasible and responsible under San Francisco

Administrative Code Chapter 29, subject to the consideration and final approval by this Board

of the resolution of formation of the Moscone Expansion District locaied in Board of

Supervisor's File No. 130043; and, be it

FURTHER RESOLVED, That under San Francisco Administrative Code Chapter 29,

the Environmental Application for the Project may now be filed with the Planning. Department

Mayor Lee .
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and the Planning Department may undertake environmental review of the proposed Project as
required by Administrative Code Chapter 31 and CEQA; and, be it |
FURTHER RESOLVED, That the City will conduct environmehtal review of the
proposed Project under CEQA and nothing'in this resolution approves or implements the
proposed Project or any of its related facilities, 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 déciding 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 various 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 3 0,2013

Items 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

e 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 w1th Administrative Code Chapter 29. :

e -Ordinance (File 13-0016) authorizing execution of Cerhﬁcates of Participation (COPs) not
~ toexceed $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 agrcements and ratifying previous actions taken.

e Ordinance (Fﬂe 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

e Administrative Code Chapter 29 requires that certain development projects be submitted to
the Board of Supervisors for approval of the project’s fiscal fea51b1hty 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).

» 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 () 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
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will be considered by the Board of Supervisors on February 5, 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). .

» - 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 vyears, 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 ordinances, 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, inchiding 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 F igure 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 Commission, (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
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includes a total of 1,043,000 gross square feet, comprisil_ig 583,135 square feet of rentable space
plus 459,865 square feet of support space. Moscone North and South rentable space includes:

e 28,800 square feet of lobby area;

e 260,560 square feet of contlguous exhibit space in Moscone South;
o 138,684 square feet of exhibit space 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

injtial 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 Jease 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.fund 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 Bureay, 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, 2 private consortium of Spectator Management Group (SMG), currently has an eight-year
agreement with the City, which extends through June 30, 20 17, 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 LEGISLATI\{E ANALYST
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e increase the overall gross square fdotage 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;

e 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 ecliminate front driveWay 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.

Emstlng TOIlI‘lSIIl Improvement Dlstrlct (TID)

In 2008 the Board of Supervisors working with the City’s-hotel community, approved a 15-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?®
» Years 1-5 7 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) o revenues

) Proposed_ Moscone Expansion District

Commencement of the Aésessment (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

0, [+)
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 District (MED)- :
On November 20, 2012, the Board of Supervisors, again working with the City’s hotel
community, 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 1 is defined as all tourist hotels on or east of Van Ness Avenue o South Van Ness Avenue and north of 16%
Street from South Van Ness to the Bay. : ' '
* 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) t6 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 1, 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 (_)f 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 exténded from May 2012 through J anuary 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

® 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 Coristruction,

(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 approximately
$360 million for construction costs.

According to Mr. Mebrahtu, completion of the Moscone Expansion PrOJect 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 Certrﬁcates of Partlcrpatron
(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 ora
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 amy, 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 rat1fy1ng
previous actions taken in connection therewith. '

File 13-0015; Ordinance appropnatmg $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 a55001ated commerc1a1 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;

- Afier 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 -
Proiect Lease proposed Moscone expansion improvements that are financed with the
J proceeds from the COPs, from the third-party trustee.
- After COPs are fully repaid, project lease would terminate.
- 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

Debt Financing .

Third-Party Trustee
Agreement

Assessment Notes . sy
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;

¥ Ms. Sesay advises that whether a competitive request for proposal or negotiated agreement is combleted will be
based on market conditions at the time of issuance.
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Contributions from - $3,538,860 in FY 2013-14 for project management costs;
General Fund - $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.
- 87.5% of hotel assessments would be allocated to Moscone Expansion
: Project, estimated to be approximately $17 million in FY 2013-14;
M E > ’
Dic;:rcic;:x; S :eizﬁls:g; - Percentage allocation to Project would decrease to 82.5% over time;
Contributions .= 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.
- 1% of assessments toward Capital Reserve for future renovations and
. improvements of Moscone, which will increase to 6% over time;
Other Mosct ae ) . _ .
E sionT strict - 9% for a Moscone Convention Incentive Fund, to attract conventions and
A):Is):nssment 's * meetings to San F ranmsco, decreasmg to 8% over time;
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 responsible to fund any annual shortfalls from the General Fund to
| Repayments and finance debt service, to be repaid from futiire annual hotel assessment
Shortfalls 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 ITI, 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, summarlzes 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 commercial paper in 2013 and allow expenditures from the subject hotel assessments.

Funding Sources and Amounts

As detailed-in Attachment III and summarized in Table 5 below, the total $996,5 16,000 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 .3 125 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 Ovei‘ 30 Years Amounts Percent
MED Hotel Assessments $699,212,000 | - T0%
| City General Fund 297,304,000 O 3%
Tofal 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 actnal collections are likely to be considerably less.

As also shown in Attachment I, 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 Clty 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 estimated
$100,637,000 for potential additional expansions of the Moscone Conventlon Center in the
future, as detailed in Attachment I]I

® 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.

1° 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 findingthat the Moscone Expansion - ~
Project is fiscally feasible, the City will xmmedlately proceed with environmental review in
accordance with CEQA.

Chapter 29 of the City’s Administrative Code specifies ﬁve areas for the Board of Superv1sors to
consider when reviewing the fiscal feasibility of a project, 1nclud1ng (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 evaluauon 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 approvaI of
any future contracts or agreements related to the Moscone Convention Center expansion and
renovation project.

(1) Direct and lndlrect Financial Benefits to the Clty

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 2 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

1 San Francisco Travel Association’s 2011 Visitor Industry Economic Impact Estimates, prepared by Economic

Research Associates. ,
2 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 w111 generate an additional
approxunately 2,408 to 3,407 one—tlrne 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 apprommately $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 conmstruction, 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 requlred 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

13 This study actually computed Payroll Taxes, which were recently changed to gradually be replaced w1th 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 Cénter 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 hotel 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 neef* 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 m11110n renovation of Moscone, to be funded with COPs to be
issued in the near firture, 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, including $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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) generate an estimated 2,408 to 3,407 new one-time construction _]obs and up to 945
‘ongoing, permanent jobs by FY 2021-22;

(3) provide an estimated $382 million in construction expend1tures 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 Crly 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
' 5,6&7-18
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BUDGET AND FINANCE COMMITTEE MEETING o i | ’ : JANUARY 30,2013

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.
5,6&7-19 '

449



Attachment |

Buipueisina upewas (1sas810) [enuLE-IWas oU) SAYD AUO *dOD oucasop

08£°198'981

aBueypd o} Joa[qns s| pue aewW|
leajjuap salias oea) ¢4,Gz"¢ Jueisuea e s) uodngd abelaae ay) )

“Jed Bujpueis)no uo paseq ‘Allenuue %,5z7,0" 5| 93} Bupespewsy (o) |
*sed Bujpue)sino uo psseq ‘Ajlenuue %,p01 2" s| @83 AyptnbT {9)
15 ue §] ajet jsala)u) ay) pujwi u| deay aseald “(ainonss g
{Al9S 103p [aA8] salunsse ajnpeyos uojjezidowe fedipund puny Bupjuss Alojepuepy (e)
spuog shuaaay xe Aauednaaq |e)oH ge61 PUE Ya6| Salag ey papunjal spuog Bujpunjey snuansyt xe ) AsuadnooQ [ejoH |10Z
'd0D aU0dsoW V| 1.0Z A9 OFANN-TY pue spueg anuaray ases ppoz Aq Q3aNNJTY spuog anuaaay asea yaa)
8110z A9 g3ANNITY pue spuog anusaey aseaT zpoz 49 QIANNATY Splog anuaAsy ases jsalau| juaing zealL
Buppunjay Jea0-ss010 spuog zesy Aq vaoz 'L AInp Uo 034113y spuog enusaay eseaT a6l

9
¥
e
[4

t

E6E'YPY 0.8 £¥0'€65'¢8) 00¥'88¥%'65 STV'9ll'Le §25°'090°92 000'525°61

$95'026'01 ¥85'026'01 0£02
£08'62/'01 £88'62.'01 6202
Se0'122'0L - sea‘tzL'ol 8202
B800'06¥'01 - 600'06%'01 l202
9E8'0b¥'01 9€8'0vH 01 9202
yeLLGY L)L yes'srelol 052'9.0'2 052'LL9'Y 005'86€'2Z 5202
158'61821 101'v62°0L 082'520'2 052'€59'y 000'2.8'T y20z
6E0'8LY'LL 6ES'961'01 005'182'L '000'26%'y 005'68L'2 £202 _ @
G68°'185'21 G68'882'0L 000'e62'L 005'105'y 005°'162'2 - 720z )
888'L9¥' L1 8€1'291'0} 05.'v62'L 000'L6%'t 05.'.61'Z 1202 :4uT
G18'228'L) 052'620'01 5zL'eee'L 052'025'y G18'2.2'2 ozoz 8
L€5'05.'82 182'180°0) 052'699'81 0§.'566'S §29'v29'2 5.8'966'6 gloz €
¥25'122'1€ i 66L'616'6 sle'zse'le 05.'628'v SLE'996'Z 052'956'¢l 2002 Aq o1 gLoz \©°
028'282'L¢ 0LL'v1L6'6 059'€LE'LE 05€'GY6'p 050'12¥'2 052'256'¢) 2007 £q "yo1 1102
005'59Z'\€ 052'206'6 052'¢9€’'L2 05.'810's 059'08€'2 058'c96'cl 2007 Agq Ja1 -« gloz
6.t'290'LE 62V'L1L2'6 050°L5€'12 05€'001'S 051'c62' 055'256'€) 2002 Ag 431 ] Hir4
9.2'G56'82 9zs'0LL's . 0s.'v¥2'al 008'€90'¢ 009'661'T 05¢€'952'2 000°'50L'9 yL0Z
SED'EL6'62 S8€'00.'6 059'2e2'02 0ov'zil'e 058'892' 00V'LL6'2 000'028'2) £l0z
J0IAM3S Lg3a a9lAlag Jq8Q F21ANAS L83Q 23lAIag 199Q adlAIag JqaQ adjAIag Inaq adjAlag Jjaq Ad
TYL1OL ONVYYD Iejoy viol lejo 1230, Iejol lejoL

suoyeh|igo wia), (1sem) EESER ,SPuegd Bujpunjay c(umnog) {UHON) . (UHON)
Buo suoasow |ly| | , spuog anusaay 192aQ suopehiiqo snuaAsy do9 Buipunyoy d09 Buipunjay spuog anuaAay
9SEaT suoIsow una)-Buo jejoL xe) Kouednaap SUOCISO VILL0Z dU02SOW 91102 osea] Z661L
uofjesodion 18J0H LL0Z

adueulq Z-|-8002

spuog Buipunjey snuaasy xe] jajoH Asuaby u.:mEno_m;mumm pue, sasa se f10 - suonehiiqo ases uua) BuoT suoosop
oasjouelq ueg jo fjunon pue 19



Moscone Expansion Project Budget

Attachment Il

Job No: 7731A | Date;
Project: |Moscone Expansion Project Location;
Amount % of CP&I {uon)
CITY MED City+MED
TOTAL PROGRAM BUDGET 404,544,001 95,456,000 500,000,000 100.0%
‘. rrr——— . , ,
|__1. PRECON, CONSTRUCTION, DEMOLITION AND ABATEMENT 335,743,257 52,503,208 388246465 . . = . 7T.6%
1.0 Misc./Other-Construction [
1.1 Principal Construction Contract 381,728 488
1.2 Hazardous Materials Construction/Abatement a
1.3 EIR Mitigation Requir £, 520 o0k
1.4 Reimbursables 2,000,000 2,000,000
T - -
S 3 NTR ©8,800.744] 429582792 111,783,338
2.0 ART ENRICHMENT 5,446,239 o] £ 446238
2.1 CLIENT DEPARTMENT SERVICES S06,000 1,518,800 2,418,500 0%
2.2 DPW PROJECT MANAGEMENT 5,850,000 218,860 460,068 1.2%
2.3 ADMINISTRATIVE SERVICES 2,230,088 309,300 2,530,650
2.4 REGULATORY AGENCY APPROVALS 8,488 585 17,788
2.5 AJE/C SERVICES 10,208,050 27,885.8000 10.8%
I LI T
3. SITE CONTROL 1,800,508 G
1 T T ]
4, OTHER PROGRAM COSTS 33,780,600 &
[4.0 - Unallocated Program Reserve 33,780,000 33,780,000
1 1 1 1
5. FURNITURE, FIXTURES & EQUIPMENT G 12,831,660

12,857.005

REF: G:\DATAPRQJECTWMoscone TID-DPW Preliminary budpet Dec 2012.xdsx.
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B

TO:

FROM:

DATE:

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

OARD of SUPERVISORS

MEMORANDUM

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

Alisa Miller, Clerk Land Use and Economic Development Commlﬁee
.Board of Supervnsors

" December 17, 2012

SUBJECT: LEGISLATION INTRODUCED

The B

oard of Supervisors’ Lland Use and Economic Development Committee has

received the following propesed 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 “Flscal 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.

c:

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

Joy Navarrete, Planning Department

Monica Pereira, Planning Department /ZOJ%QE/‘ 554/4
du, ///es d%ﬂc /50606) @), |
'/W
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January 8, 2013

Pre,bared by:

Office of Economic and Workforce Development
1Dr. Carlton B. Goodlett Place, Room 448
San Francisco, CA 94102

lll (415)554-6969 -

with assistance from'the Department of Public Works; Convention Facilities; SMG; San Francisc_:o Travel
Association; Sares Regis; Skidmore, Owings & Merrill and Mark Cavagnero 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 begih 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 miltion 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 per 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"), couid 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 revenué 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 Management 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. ’

2|Page
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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. '

Introeduction

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, 000f¢ of connected functional space, including over 100 meeting 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 comer of Howard and 4™ Street providing an additional
SO0,000ft of space. i

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 (“TID"). 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 partnership completed a $56 million renovation of Moscone on time and on budget, all
while keeping Moscone in continuous operation and earnlng Moscone LEED Gold status for its
environmental construction practices.

The portion of the TID allocated fo 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 Assomatlon 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 allow 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 propbsed 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 pdrpose 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: :

e increase the square footage of rentable space,

e maximize contiguous exhibition space at below-grade footprint,

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

« improve Moscone’s phys:cal connectlon 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 prefunctlon CIrculatlon 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.

Fisczﬂ Feasibility

Chapter 29 of the Administrative Code

. Chapter 29 of the City's Administrative Code requires that the Board of Superwsors review certaln

“development projects before the City's Planning Pepartment may begln 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. Section 29.2 of the San Francisco Admlnlstratlve

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 projecf; and

(5) Debt -load to be carried by the City department or agency.
Each of these' criteria is discussed in the following sections.
The evaluation of fiscal feasibility, including financial benefits to the City, is prellmlnary, 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 envnronmental 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 spendmg on transportation, accommodations, restaurants, retait and
entertalnment

According to the SFTA’s 2011 Visitor lndustry 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 [) 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 miilion 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 miliion.

Attendees in SF hotels 656,330
Length of stay = - 4.1

Attendee room nights 2,690,953
Total citywide room nights 9,968,585
Spending/day $294.84

SF hotel attendee spending $793,413,141
Multiple occupancy facior 14

Total spending (direct) stayed in hotel $1,110,778,398
Total association/exhibitor spending $676,518,599
GRAND TOTAL: Convention Impact $1,787,296,997

. Source: SFTA’s 2011 Visitor Industry Economic Impact 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 ft* compared to the competitive

set’s average of 4.3ft°.

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). JLLH
weighted each reason for loss of a group in terms of how much the loss was related to space constraints
and then multiplied 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 bllhon for the years 2010/11
through 2019/20 (see Table |1l below).

' The twelve competitor markets included San Diegb, Los Angeles,Chicago, Orlando, Philadelphia, Atlanta,
Washington D.C., Las Vegas, New Orleans, Boston, Anaheim, and Miami Beach.
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Assumied Factor Due’ | Direct Spend of Los
7 Reason ' o to Space Constralnts : Busmess per. Category _Loss in Direct Spend -
o T o (M) - oMY
F lrst Optlon Went Def nlte 5% 81,112 $56
Board Decision 15% $3,110 $467
Change in Rotation 15% $1,276 $191
Dates Not Available 10% $1,715 $172
Does Not Meet Regts 0% $455 -
Economic Reasons 0% $931 -
‘Space Constraints 100% -$950 $950
Other 25% $887 $222
GRAND TOTAL $2,057

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

JLLH also performed a regression analysis to determine the statistical correlatioh between convention
attendance and several key econamic 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.

(43, _
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
2021722 $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 F rancnsco and to the Yerba Buena neighborhood South of

Market.

The SFTA will use a portion of MED assessment revenues (8-9%) 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 marketing 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

V.

Sl 1 "Expansion . | - Exbérisioh T

,Fiscal Year ' | “Variance - " |/ + Variance -

I L - o PR E] 2016/17, 0 2018/19 | 2020021,
Lodglng $320 85 $383,269,657 | $3,269,348 $78 464 358 $94 811 099
Restaurants in'Hotels $71.48 | $85,382,952 $728,330 | $17,479,908 $21,121,556
All Other Restaurants $151.90 | $183,288,290 | $1,563,477 | $37,523,445 $45,340,829
Retail $138.13 | $166,666,448 | $1,421,690 { $34,120,561 $41,229,011
Entertainment/Sightseeing $89.75 | $108,288,388 $923,716 $22,169,192 $26,787,774
Local Transportation $33.23 | $40,098,514 $342 046 $8,209,113 $9,919,345 .
Gas/Auto Services $48.61 | $58,646,876 $500,267 | $12,006,402 $14,507,735
Car Rental $16.82 | $20,295,672 $173,125 $4,155,004 $5,020,630

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

The Project also contemplates a number 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.orag/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 resuit 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 Dlstnct assessments on gross room revenue from tourist rooms and the
City’s General Fund.

if épproved 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 depending 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% t0.87.5% 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 atiraction, 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:

« 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 will 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 aliocated $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.

o |20t2113| - - - $1,700,000 | -

1 {20134 | $19,332,000 87.50% $16,915,500 | $3.538,860° | 1% $193,320

2 | 2014/15 | $29,597,500 87.50% | $25,897.813 - 1% $295,975

3 | 2015/16 | $32,557,000 87.50% .| $28,487,375 - |1w | s325570

4 | 201617 | $35,812,500 87.50% $31,335,938 - 1% $358,125

5 |2017/18 | $40,388,500 86.50% $34,936,053 | - - 1% $403,885

® 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 ant|c1pated as part of the annual
capital budget for the Department of Public Works to manage the preconstruction process.
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$5,766,814,000

6 2018/19 $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 2021/22 $60,727,500 86.50% $52,529,288 | $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 2023/24 $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 2027128 $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% 58,728,080
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 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% $212,608,688 $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 '$377,31 0,000 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% $3_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

Source: Moscorie Expansion District Management Dijstrict Plan, updated November 14, 2012

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, primarily 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 previoué 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 shortfall 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 activity 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 fo 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 million in FY2018/19, these shortfalls would
be reimbursed by future year MED assessments as described in the MDP.

An expanded Moscone Center would aliow 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 streetscapé
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
‘Praoject 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 1l 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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May 25, 2012

Ms. Lyhn Farzaroli

Senior Manager TiD/Foundation
San Francisco Travel

201 Third Street, Suite 900

San Fraricisco, CA 84103

Re:  Strategic Advisory Services — Moscone Expansion Cosit Beefit Analysis ~ Draft Phase I Analysis

Dear Ms. Farzaroli:

. Jones Lang LaSalle Hotels (“JLLH"), a division of Jones Lang LaSaile Americas, Ing, is pleased to submit herewith
our comprehensive draft review of the performance of the Moscone Cenier's existing {acilities, competitive
environment, potential for expansion and fodging market analysis. The information gleaned from the review process
of the property 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 report. 7t is fo note that this Draft
report only presents the conclusions refated to the Economic fmpact Analysis derived from increased atferidance and
visitor spend upon expansion of the Moscorie Center facilities. ' o

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

Respectfully submitted,

AndreaGrigg . - o Harry 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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Visitor Spend Impact based on Incremental Attendance.
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Moicone Center Expansion Cost Bengfit Analysis — Phase I Analysis

1.1

1.2

Executive Summary

Scope of Work

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

Management Cozporation (“TtD”) to perform a costbenefit and rstum on investment analysis in connection with
the contemplated expansion of the Moscone Convention Center {Moscone Center”). This Draft report only

. presents the-condlusions related the Economic mpact Analysis derived from increased attendance and visitor

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

= Béview of Exisfing Facility Performance, fo include analysis of onthe-books events, booking patiems,

utilization rates and user profile, interviews of key personnel, development of a SWOT analysis fo inferm the
future attendance projections for the various contemplated expansion scenarios;

« Survey of Competitive Environment and Potential for Expansion, fo include the study of exgansions
implemented at comparable convention centers, stivey of competitive supply, Interviews with competitive

" convention center managers and researich on how the proposed facility can fill a market-niche;

« Analysis of San Francisco Lodging Market, to include historic analysis of supp[y and demand assessment
of the impact that previous Moscone Center expansions have had on hotel revenue, and regression analysis
of attendance figures to key economic mefrics;

"¢ Expansion Economic Impact Analysis, to include attendance prcjections for & vérieiy of expansioh

scenarios, forming the basls for defermining the economic impact on visitor spending and Moscone Cerrter
facdlty

Key Findings — Review of Existing Facility Performance

The Moscone Center Is localed in San Francisco's SOMA / Yerba Buena district. The convention center is
comprised of three main buildings, Moscone North and Moscone South, which are connected underground, and

Moscone West, a free-standing buliding.

Moscone South opéned in 1981, and consists of 260,600 s.f. of exhibit space. Moscone Ndrth opened in 1992,
adding 181,400 s.f. of exhibit space to the faciity. The latest addition is Moscene West which feam res 96,700 sif.
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 enteftdinment and convention cenfer venus manager. Convention business for the center

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

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

The JLLH Consulting Team reviewed Moscone Cenfer annual reports, definite group booking reports and lost
business reports in order fo determing booking patterns, utilization rates, user profile by business sactor, average

“spend and space utilization. This analysis was employed to inform fu'fure aftendance projections and the cost

benefit analy5|s of the various expansion scenarios.

COPYRIGHT @ JONES LANG LASALLE IP, INC. 2012. Alt Fiighis Reserved
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Attendance trends: The two largest business sectors of bgroups #hat convene at the Moscone Center
 are High Tech/Computer and Medical, together accounting for fwo 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 fuiure years, the metric
generally marks a gradual deciine, suggesting that more attendees are convening in the same amount
of space—a trend which generally supports that an addition of exhibit space is warranted.

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

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
convention is increasing or decreasing substardially. .

-Summary of Previous User Surveys

In an attempt fo uncaver other trends or insight for its attendance projections and subsegquent economic impact
calculations, JLLH also evaluated existing Moscaone User surveys. Surveys reviewed 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:Moscons
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 Genter space constraints based on the lost business
report provided by San Francisco Travel, JLLH estabfished a methodology whereby each reason for loss of a
group was assigned a factor-in terms of how much the loss was related to space constraints. This factor was
mulfiplied 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 is $2.1 billion for the years 2010/2011 through 201 9/2020

et Spend oi Lost ulléd Resclt of
dusincss per Direct Spend

: .JLLH lfssumed Faclor in

Reasen - JLLE Adapled Categories

Relaled to Spate Conslkn

" First Optioh Went Definife 8 R ¥
Board Desision ) L 15% 4 3110 & 467
Change in Fofafion 15% 5 1276 $ 91
Dates Not Avaliable ' 0% $ 175 § B 1¢
Does Not Meet Center Requirements 0% $ 455§ -
Economic Reasons 0% 3 53t -
Space constraints 100% g 850 § 850
Dﬂ'ser 25% S 887 $ 222
§s = &057-

Source: Janes Lang LaSalle Helels

'Key Findings - Survey of Cnmpefiﬁve Environment and Potential for Expansion -

JLLH evaluated competitive convention centers in the U.S. In summary, the Moscane Center is smaller than the .
12 convention centers that JLLH deemed most compstitive to it, especially with regard to exhibit space: the
Moscone Center has 1.7 s, of exhibit space per square foot of meefing space, while the competitive set's
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average is 4.3 s.f. of exhibit space per square foot of mesiing space——éupporﬁng the case for an addition of

- exhibit space at the Moscone Center. -

JLLH independently demonsirated that a market growth rate applied to the current number of altendees warrants
ths addition of exhibit space at the Moscone Center in the fuiure. JLLH demonstrated that by FY 2021/2022 the
growth in aftendance will warant an add1t|onal minimum 120,000 sf of exhibit space.

Competitive Canventmn Center Expansions: lmpa_ct on Lodging Market

JLEH siudied the impact that substa‘ﬁﬁal expansions of the 12 competitive convention centers had on their
respective lodging markels. The analysis yielded a measurable impact that the various convention center
expansions had on hotel revenue: the three years after a convention center expansion was completed saw an
annual RevPAR growth premium of 2.6 percentage points (compared fo if no expansion fock place). This analysis
shows that an expansion of a convention center can enhance hofel RevPAR across the relevant market areas.

Filling Market Niche with Expansion

. JLLH examinied how the proposed expansion can fill a market niche o lead to a competitive advantzge. Elements

for success include:

o Allow for natural light where possible. ) :
.» The additional exhibit space should be contiguous with the Moscone Center's largest exhibit hall.
= Any additional buildings should be physically connected with Moscone North/South.

Key findings —Analysis of SanFrancisce Lodging Market

There are currently 224 hotels in San Francisco with a total of approximately 34, 300 guest rooms, roughly 25,000
of which are within walking distance of the Mescone Certer. No new supp!y has entered San Francssco since
2008, a stark contrast to other major U.S. gateway markets. :

San Fraﬁcisca Lodging Market Outperfonned Post Previous Moscone Expansicns

Having demonstrated on a national basis that convention certer area hotels generally gamer 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% ta B.4%, and the
five-year post expanslon real RevPAR CAGR ranged from 7.8% fo 12.1%. These growth rates generally exceed
the 6.6% long-+term real RevPAR CAGR that the city’s core convention cenfer hotels experienced, and as such
supporis that ssgnn“ jcant Moscone Center expansmns have Ied to higher real HevPAR growth than witnessed
during non-expansion pefiods. .

‘Gross Metro Product and Hotel Demand Correlated to Convention Aftendanca

JLLH performed a regression analysis betwsen convention attendance hotel demand, RevPAR, retail sales
revenues, vage and salary disbursemerts, gross metro product, air passenger traffic, leisure and hospitality
employmant and hotel tax revenues. The highest correlation resulted befween convention aftendance and San
Francisco County gross metro product, hotel demand for core convention area hotels and San Francisco County
wage & salary disburssments, all of which exhibited a corelation of 0.70 and above, exhibiting. the relatrveiy
strong relationship between convention attendance and economic faciors in San Francisco,

COPYRIGHT @ JONES LANG LASALLE P, INC. 2012. All Rights Resarved
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15  Keyfindings - Expansion Economic Impact Analysis o ' T L

JLLH conducted an economic impact analysls of the various Moscone Center expansion scenarios to address the
business case for optimum expansion of the curent faciliies. JLLH forecast impact based on projected
incremental income to the expanded facility and ecoriomic impact derfved from incremental visitor spending.

Evaluation of Various Expansion Scenarios

JLLH projecied the growth in attendance from FY 2011 /2012 through FY 2025/2028 for & varlety of expansmn
scenarfos, summarized below:

C MosconeCénte:ExanionScenarios . _ -
Scenario Compoment(s) '~~~ "~ ° - v <0 T Sajeable Space (81)

1 - Moscone East Construcicn : 170,150
2 Third Street Addiicn and Howard Street Gonnecior Expansion 208,700
3 Third Street Addiion.and Moscone East Construcon - 269,850
4 Howard StrestConnecior Expansnn and Moscone EastConstriston - TS0
5 All Three Ex pansions 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 appfied fo the attendance for FY 20102011, :

JULH subsequently calculated attendance projections for the three exparsion scenaries defaifed below, alang
with &ll 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
nurnber of groups mulfiplied by average historic group size. The final projected attendance figures for each of the
expansion cases thus represent organic growth, plus mduced demand, minus dlsplaced demand.

Czlculation of Economic Impact Scenario

JULH studied the economic impact fhat various expansion scenarios are expected to yield. To compute the full
economic impact of the various expansion scenarios, JLLH relied on data from IMPLAN. IMPLAN’s multipiiers
consist of three types of impact; direct, indirect and induced effects. Direct effects are those related fo the initial
spending in the economy, and indirect effects measure the additional businesses nesded to 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 activy. -

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

incremental Moscone Cenfer Net Operating Incorse and incremental visitor spending. JLLH excluded the
economic impact from the construction from the construction itself inthe analysis of the five expansion scenarics.

Economic Impact Summaﬁr

" The table below shows the forecasted net economic impact and employment changé sumniary for sach scenario:

COPYRIGHT @ JONES LANG LASALLE IP, INC. 2012, All Rights Resarved
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- Eganomic [m

Ranking  Secenatio " Components ) E Net Economic Impact Chang
L T Lo i e o o Employment.

1 ‘5 AllThrae Expansionis © $1,434,008,800 8,878 -
2 4 Howard Streef Connechr Expansion and lMoscone EastCDnstucﬁnn §1,331,026,465 6616 -
3 3 Third Street Addfion 2nd Moscone EastConstruction $802,700,493 3,682
4 2 Third Street Addiion and Howard Sireet Connector Expansion $754,402,886 3,480
] 1 Moscone EastConstucion N ' $699,631,255 3412

Based on the economic impact analysis from visltor spending and iaking into account the Net Ope,rating Income
from the Moscone Cenfer operafions, Scenario 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, assuming na supply increases 1o core conven’nnn center hotels 1o
demonstrate how increased attendance associated with the recommended expansion will lkely warrant the
"addition of new hotel supply in the future.

Based on the projection methodology detafled in the body of the repori, the rise in convenfion attendees amid .
minimal supply increases i$ expected to be fimited by an annual occupancy fikely not to exceed low to mid 80s-
occupancy levels given the weekly and seasonal cyclical periods of lower demand.such as Sundays and
holidays. These cyclical limitations indicates that a high degree of lodging demand will go unaccommodated
and/for be tumad away toward hotels outside of San Francisco or divered from their frip all fogether. Thersfore,
based on the incremental convention center attendance resulting from the various expansion scenarios, there is
strong evidence to suggest that the market will be able to support the addifion of new hotel sfock over the
medium term. The addition of hotel rooms, whether patt of an official convention center headquartees hotsf, or
_another hotel in the immediate area, will have an additional positive impact on area employment, economic
_ impagct, tax revenues and forecasted Intemal rates of retum beyond what is quantified in thlS Teport.

COPYRIGHT © JONES LANG LASALLE [P, ING. 2012, All Rights Reserved
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2.1

Review of Existiﬁg Facility Performance

Property Overview

The Moscone Cenier is focated In San Frahcisco’s SOMA / Yerba Buena district. The cohvention canter 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 milion square feet of

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

Moscone South opened in 1981, and consists of 260,600 s.f. of exhibit space in Halls A, B and C. Moscone North *
opened in 1992, adding 181,400 sf. of exhibit space in Halls D and E. This addition is connected to Moscone
Souif1 via underground corridors and meefing space. The latest addion fo the center is Moscone West, a stand-
along building located one-half block to #he west of the ofher two buildings. Moscone West features 96,700 s.1. of

exhiblt space on the first level.
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Source: Moscone Genter website

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. GConvention business far the center

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

The JLLH Consulting Team performed a comprehensive review of the historic perfdrmance of the Moscane

Cener by analyzing annual reports, definite group booking reports and lost business reports in order fo determing

- booking pattems, utilization rates, user-profile by business secor, average spend and space ufilization. This

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

- expansion scenarios.

JLLH toured the North, South and West buildings of the Moscone Ganter on January 20, 2812, viewing both front-
ofhouse and back-of-house aress. JLLH was able to visually inspect non-renovated areas and renovated
spaces, along with Moscone West, the newest building of the Moscone Genter. JLLH also viewed the Third Street
Garage (from the outside} which represents a potential expansion site for Mescone East.

COPYRIGHT © JONES LANG LASALLE IP, INC, 2012, Al Rights Reserved
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In addition, JLLH held in-person meetings and interviews with senior personnel from the Moscone Center and
San Francisco Travel, to include the Senior Manager of the TID Foundation, the EVP & Chief Customer Officer of
San Francisco Travel, the VP of Convention Sales for San Francisco Travel and the Assistant General Manager
of the Moscone Center. Content from these meetings was central in informing JLLH’s recommendafions and is
summarized in JLLH's files,

In arder to ensure a compleie review and assessment of the Moscone Cenfer, JLLH also obtained background on
the operating structure of the Moscone Center and the center’s coliabaration with San Francisco Travel and the
TID during these meetings. JLLH confirmed that the Moscone Center’s mandate to achieve maximum aconomic
impact for the’ Gity of San Francisco supersedes ifs objective fo itself tum an opsrating profit. As such, the
Moscone Center often operates ai a ret operatmg income loss, which is typical of convention centers across the
country.

JLLH also established during the above-referenced mesfings that it is the Moscone Center's policy fo generally- -
not hold any public shows at the eenter, the exception being the San Francisce Internationat Aufomobile Show,

This event takes place each November and typically draws up to 300,000 attendees which purchase a ticket to

enter the show, thus marking a significant difference from other convention attendees (delegates) who attend a
convention due to their affiliation with a certain company, assoclation or business sector.

Representatives from San FranCtsco Travel and the TID stated that the Moscone Center is unfikely to consider
holding more public shows such as the auto show. Therefore, JLLH did not consider this scenario in fts
recommendaﬁons oF projectlons

Current Usage of Moscone North, South and West

Since Moscone North and South are connected, they can be marksted as one space for a large event or divided
up into two separate buildings for two separate groups. The newest addition, Moscene West, was originafly buiit
as a stand-alone facility and to level out hotel room occupancy, since hofel eccupancy in the market generally
declines during- the move-in and move-out days of the convention period. The original intent was to fill up
Moscone West during Moscone North and South's move-in and move-out days in order fo maxdmize the market's
hotel occupancy. According fo Moscone Center's General Manager, afthough Moscone West's bookings ended -
up not coinciding with Moscone North and South’s move-in and move-out days, it did increase the usage of all
three huildings.

Moscone West has been a success dus to its flexible space with moveable walls far exhibit space, general
sessions and spacious mestings, 28-foot high ceilings, natural light, and great design and acousfic. The only
complaints received for Moscone West are the lack of connection to Moscone Nerth and South and the lack of
oﬁlce space, but there are plans fo oonve;t some meetlng space into several office space for chents use.

JLLH evalyated whether Moscone West could be markefed as a stand-alons facility following an expansnon of the
Moscone Center. From reviewing definite booking reports, JLLH notes that Moscone West is in some instances
already being used fo accommodate groups on a self-sufficient basis, meaning Hhat 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 fo be going on automahcally, withaut creating any conflicls of

cross-overt In the same building.

The construction of Moscone East would fikely result in a similar scenario whereby events could be held in the
facility o a stand-alone basis. f Moscone East were fo be built, the Moscone Center could theorefically house
three groups simuftansously: ene in Moscone Nort/South, a second program in Muscone West, and a third
gvent in Moscone East. : .

479



Moscone Center Expansion Cost Bengfit Analysis — Phase I Analysis -

2.3

GOPYRIGHT € JONES LANG LASALLE [P, INC. 2012, All Rights Reserved

But for farge groups, no matter which of the expansion scenarios is selected, Moscone West will confinue to be
required to accommodate the needs of the group. JULH therefore doss notf-deem it strategic to permarently
market Moscone West as a stand-alone facility, but rather recommends confinuing to use i as a Stand-alone
facility when it best fits the needs of a given group. '

Moscone Center Historic Attendance énd Event Yolume

JLLH conducted a tharodgh‘ analysis of the Moscone Center's historic pgrfofmance and definite groups on the
books. San Francisco Travel provided JLLH with the annual attendance and number of- events fom FY

1989/1940 through FY 201072011, displayed in the chart below. -

Annual Attendanca and Events FY 1983/1990 - FY 201041 .
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Source: Moscane Center management (SMG}

JLLH was provided with Moscone Center Annual Reporis for FY 1990/1981 onward. Cverall attendance reached
aninterim peak of 834,600 during 1998/1999. Atiendance thereafter dipped slightly in 1995/2000, but the volume
of convention afiendees increased in 2000/2001 to 838,400. This time period marked the height of the technology -
boom in the San Francisco area, which was a driver for fechnology-related conventions. Cansistent with national
trends, convention aftendance decfined following the events of 9/11.and the ensuing economic downturn,

_' In San Francisco, the dip In the technology sector further contributed 1o an -ongeing slowdown in convention
aftendance. As is described in more detail in Section 4 of this report, San Francisco experienced a longer and

deeper [odging marke! downtum following 9/11 than most other large U.S. markets, and convention cenfer
aftendance figures mirror this trend. The Moscone Center’s attendancs hit trough levels in FY 2001/2002 at
744,700 attendess, and FY 2002/2003 showed an increase of only 3,000 attendees. Moscone West opened at
the end of FY 2002/2003, and fotal attendance increased by 25% in FY 2003/2004.

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

1,046,300 aftendees. Due fo the rotation of several large groups, FY 2006/2007 saw a 7% deciine in attendance,
- 10
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but aftendees thereafter grew fo an all-time-high of 1,279,000 in FY 2007/2008. The economic downiurs then
contributed to a 24% attendance decline in FY 2008/2009 and a further 5% dip in FY 2009/2010 to 919,800
attendees. Attendance rose by 19% in FY 2010/2011 to reach 1,093,000, representing the highest level in four
years, but stili 15% below the record FY2007/2008 peak.

Attendance data analyzed by JLLH highlights that.Moscone Center: comrentlun attendee Ieveis -can
ﬂuctuate cuns;derably from year fo year. The volatlhty in attendance is driven by.economic changes
along with the schedule of rotatmns of the center S largest groups Consrstent with the ccmventlon center

pe;_fqrma_nce and _ecopqmlc q_utput.

The annual reports contain more detailed aftendance data based on type of event, which JLLH plotted for

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

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

fMascone Center Event Attendees
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Source: Moscone Center annual reporls

PI‘OfIlE of Facility Users and Associated Trends

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

group bookings since FY 2001/2002 along with definite bookings on the books through FY 2018/2020 based on a
report provided by San Francisco Travel.

This definite booking report contained data on 766 maetings. The overall attendance figures in this report do not
necessarily match the overall attendance figures stated in the Moscone Center’'s annual reports for previous
years because a number of confidential conventions were omitted from the detall repost fumished 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 incleded only where it did not skew the findings. The
report did not contain the headquarters locafion of the grosp nor did i state the point of origin of the attendees 50
JLLH did not analyze this.

11
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JLLH conducted an analysis of the definita booking repart to tabulate data and establish trends in the following
categories by year and primary business sector: - ' -

« Attendance )

«  Average gross exhibif space used per attendee
«  Average direct spend per atfendes

= Average number of even days per convention”

JULH drew comparisons to national ends in the meefings industry where appropriate, JLLH synthesized
informafion from the 2012 Meetings Market Trends Survey, an online survey completed by 805 meefing planners
1o assess the macro perspective in the meetings 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

number. '

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

The 2012 Meetings Markat Trends Survey also summarized meeting planners’ main overall perceived thresis to
the meetings industry going forward. Economic pressures were the most frequent response, accounting for 70%
of responses, The offier selections received far fewer responses: ‘Only one in ten respondents cited virtual
meetings as a threat to the industry. o :

Lastly, JLLH reviewed the most likely changes that meeting planners expect to see in the future based on the .
survey. The methodology for this quesfion was unclear as the responses did not tofal 100%, but JLLH
nonetheless reviewed the most frequent responses. Among the most £0MIMon responses was “more complicated
contract negotiafions”, often due to organizations' desire fo monitor budgets and mitigate risk. Meeting plannars
and convention center managers that JLLH inferviewed alsa cited this as a prominent trend that is ikely here to

stay, :

Ancther common response in the 2012 Meetings. Market Trends Survey was the “greater emphasis on ROP",
* which again is consisterst 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 erder to focus more on the

business purpose.

JLLH deems the review of the 2012 Meetings Market Trends Survey as an important component in assessirig the
national meetings industry broadly and the Mosconie Center user profile specifically. Following the above review
of high-level frends, JLLH presents below the user profile analysis with regard to the Moscone Center specifically.

Attendance Trends

As a basls for conducting an informed projection for future convention center attendance, JLLH analyzed -
Mosgone Center annual attendance by business sector. The definite bookings reparted provided by San
Francisco Trave! contained a category litled “Meeting Account Markst Segment”, which classified each group as
Association, Corporate or Trade Shows & Expositions business. For the Association and Corporate business; a
business sector was Identified, but JLLH often deemed the categories as too broad and/or not mutually exclusive,
Moreovar, 16% of the groups were classified as Trade Shows & Expositions without merifion of business sector.

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

The two. Iargest business sectors of groups that convene at the Moscone Center are High Tecthomputer
and Medlcal together dtcotinting for two thirds of attendees during the fime frame studied. Based on
with competitive convention center managers, these two sectors are considered among the
most _cra'ave in terms of economic spend.

Moscone Center Definite Booking Aﬁendénce by Business Secfor
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Source: San Francisco Travel, Definite Booking Pace Report

JLLH calulated the standard deviation by which annual attendance varied from all years, and determined that
the attendance count in the" High Tech/Computer business sector generally was most volatle. The business
sector with the second greatest standard deviation was the Medical sector. JULH however cautions that this
analysis s 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 volatility of groups in its analysis. '

Average Gross Exhiblt Space Used per Aftendae

JULH analyzed the average gross exhibit space used per attendee as a basis for its attendance projections. The )
definite booking report stated which buildings the groups occupied (Moscone Norih/SouthWest), JLLH
considered the exhibit space square foolage of the space(s} in question and divided it by total attendance for the
group. The chart below depicts average gross exhibit space square footage occupied by aftendee averaged
"across all business sectors.

. 1.
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Grass Square Feat of Exhibit Space Used per A.ltendee
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Source: San Franciseo Travel, Definite Booking Pace Report

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

- thereafter has generally marked a suftemng. For groups boaked in future years, the metric thereafter
generally marks a gradual declme, suggestmg that| miere attendees are convenmg on the same amoufit of -
space—a trend which generally supports an addmon in exhrbrt space is warranted for the Moscone
Center. When camparing attendees per exhibit space in ‘the most recent year, Mascone Cehter was the
second highest out of the competitive sel, only afterLas Vegas.

Averdge D;rect Spend per Attendee

JLLH evaluated the average direct spend per aflendee based an the definite group booking report. According fo
San Francisco Travel, the direct spend category refers to spending in San Francisco only and is comprised of the
follawing three categorles: a) local spending en lodging, dining, entertainment, retail and local transit based on
Ban Francisco Travel surveys; b} focal spending by meeting sponsors based on Destination Marketing
Associafion International estimates; and c) local spending by exhibitors on booths and entértainment based on
Destination Marketing Association Interationat estimates. Togéther, 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 conducted separately from the economic impact analysis in Section 5. The purposa
of the anaiysts described in. this section was primarily o ascerfain how average direct spend per attendance is
trending. Average ditect spend per atendee peaked in FY 2009/2010 driven by several .groups which
represented a high level of expenditure and lower than average number of attendess 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 current dol[ars

- i %
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Average Direct Spend per Attendee
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Source: San Francisco Travel, Definite Booking Pace Report

From FY 2011/2012 onward, the : average dlrect spend per Moscone Center altendee stabilizes af roughly

$1, 400 per year. As such there ‘are o stnkmg trends ta bé ascertamed from thls analyss and pei-

attendee direct spend is expected to remain flat or mark a glight decrease over the forecast herizon
. based on the data prowded :

JLLH aso evaluated industry trends with regard to meetings budgets. While data containing a national long-ferm
trend line was not readily available, JLLH did review the 2012 Meetings Market Trends Survey, an online survey
completed by 805 meeting planners, which stated that 50% of respondents expect their meetings budget to be
flat in 2012, Another 27% of those surveyed expect thelr budgels to decrease, while 3% expect an increass. The
findings from this survey are largely consistent with the data analyzed from San Francisco Travel for the Moscone
Genter. ‘

Expected Budget Changes in 2012 baszd on industey
. Strvey

Source: 2012 Meetings Market Trends Survey
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Average Number of Event Days per Corvenfion

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

fiscal years contained in the definite booking report. The length of & 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 ic the show and break-down days following the meeting.

The average number of évent days for groups from FY 2001/2002 through FY 201 8/2020 is 3.2 days: Aside
from FY 2002/2003 and FY2003/2004, there hia$ been rlatively [ittle variation. In future years for which
definite meetings are on the books, there s liftls variation in.average annual siumber of event days. As
such, JLLH conbliides that the Moscons Center is curiently [not_exposed 16 any significant industry

trends whiershy the average length of a convention fs Increasing or decreasing substantially,

Average Event Days Per Convention
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Source: San Franclsco Trave), Definite Booking Pace Report

The average number of event days for conventions held at the Moscone Center is in fine with Indusfry averages.
According to the 2072 Meetings Market Trends Survey, an onfine survey completed by 805 meefing planners,
A3% of respondents stated that their typical meeting duration is 2.5 - 3.5 days. ’ :
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Typleat Meeiing Buration based on Industry Survey

Source: 2012 Meetings Market Trends Survéy

25  Analysis of Existing Users’ Surveys

To gamer any other insight for its atiendance projections and subsequent economic impact study, JLLH aiso
evaluated existing Moscone User surveys. San Francisco Travel provided JLLH with the results of approximately
30 surveys completed by Moscone Center users following their events held at the Moscone Center between 2009
and 207 1.The surveys were generally complsted by the lead meeting planner of the convention.

On average, JLLH was provided with one survey per month for the above-reférenced time period. The average
attendance size of conventions for which a survey was received by JLLH was 9,400 aftendees {based on seff-
reporied figures). The mejority 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 -data
fram surveys that were reviewed by AECOM as part of their 2009 report. '

Below is a list of the organizations that res‘bonded to the Convention Services Critique Form.:

Dreznizzlions Respondiig to Cenvention Servicks £ritique Survey -
addech T . R
Amesican Academy of Dermatology

American Ghemical Soclsly

American Geophysical Union

American Psyshiafric Associaion

Ametican Sociely for Surgery of the Hand

ASCD

Caffomia Dental Association

Cambridge Healthtech inst.

Cardigvascular Research Foundation

Citrix

1DG Warld Expo, bnc.

Inle! Corporation -

imemafional Trademark Association

Java

National Associafion for the Specialty Food Trade

Nafional Association of Independent Scheols

Nafilonal Assoclalion of Secondary Schoal Prnciale

RS54, the Securiy Divislon of EMC . N
Semiconductor Equipment and Materials tnfemational
Saciely of Gynecologic Oncologlsts

SFIE

Subway Franchise World Headquartss

SunGard Higher Education

UCSF

Urban Land Insfitule -

17
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Below is a list of the quesﬁons contained in the survey:

Lonveniion Senvizes Crifiaue Form - Hoscone Center U:
A-Mestiig Information ~ - - B
Name of Mesting
Dais of Mesting
Altendance
Facifities Used .
2, Convention Sales Dapartment N
How would you rale the SFCVB Conventlon Sales Represeniative's knowledge of your meefing?
How would you rate the professionalism? :
How wauld you rale the responsivanass?
4.C Hon Senvices Department ’ -
How woizkd you rats the SFCVB Convenfion Sarvices Represeniative’s knowledge of your meefing?
Howwotld you rats the professionalism? -
How would you rate the respansiveness?
4. Wehsite
User-frisndly
Cantent
&. Collateral
- Quality of prormotionat materials
’ Ban Francizeo Bonk .

Meelfing & Event Planner Guide )
&. Rats overall experience with SFCVB,
‘7. Rale overall exparience with SFCVB Member suppliers,
8, San Franciseo, The Cify
Aftractions/Enterteining/Shopping
Cleaniiness
Hetel Ratas
Resiaurants
Safety
Transpartation
8. Describe overall experience in San Francisco
0. Will San Francisco be constdered for this svent again? .

" 11. i no, rank the reasons for ot relurming, inorder of priosity
12 Please comment on any areas of service which you feel we canimprote upon:
13. Please list any addiliona 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 representing
“excellent’, 4 meaning “very good”, 3 representing "good”, and 2 meaning “fair”. None of the surveys evaluated

had 2 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 summay, satisfaction with the Convention 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’ satisfaction with Collateral averaged 4.42 poinis. The Webstte category followed at 4.33.

Respondents’ safisfaction with San Francisco as a whole averaged 3,94 points. This category was negalively
affected by respondents’ perception of cleanliness, which averaged 3.55, and the Hotel Rate category, which
averaged 3.34. JULH atiributes these two below-average scoring categories fo meeling planners’ concems
regarding the homeless population around the Moscone Center and the downtown hotels, and the fact that hotel
rates were often perceived as baing high. ) '

. ) 18
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Sefsction of Moscone Center User Surveys 2005 - 2011
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For the survays reviewed, 61% of respondents indicated that their overall _experiénce in San Francisco met
expectations, and 33% stated that their expectations were exceeded. Additionally, 90% of those surveyed
Indicaled that they will consider San Francisco for a future event.

How Users Rate Overlt Experience in San Francisco
100%

- BO% 4

How Usste Rate Dveral Experienge In Sen Francisso
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40% 4

2% §—
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Fuconded B ;
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Souree: San Francisco Travel

# Wil Not Consider San Franidises br Thek EvantAgeit
& Wil Gonsifar San Francisco br Thalr EvantAgzin

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

. Convenhons achieved record-breaking attendarice in San Francisco, atiributed fo San Francisco's allure
as a destination and popularity among attendses;
«  Need for renovation of sections of the Moscone North and South;
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=  (City is more expensive than other cities in the convention’s rotation. This primarily referred te Moscone
Center rental rates, Moscene vender and labor rates and hotel rates aiong with perceived rigidness of

hotels when negotiating room blocks and rafes; _
« Concem about homeless population in the area surrounding the Moscone Center; cleanfiness of

- sidewalks around the Moscone Center.

Analysis of Key Lost Groups

JLLH conducted a defafled review of groups that tentatively held dates and space at the Moscone Center but
were subsequently lost, as opposed fo being converted to the “definite” category. A review of this data was
deermed essential in teaching an informed decision regarding the cument constramts that the Moscone Centar
faces and for the formulation of recommendations for the future

San Francisco Travel prowded JULH 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 ts analysis of the performance of the existing facilty, JLLH re\neWed this

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

Based on the report, 884 groups cin the tist were lost and 20 groups were turned 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. fvo small) or type of group (i.e. public show). The tumed down business -

represented a minimum of 2% of total non-materialized business. and was as such not analyzed further.

For each group that was lost, the repor stated a “Reason 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 analysis
on “Reason 1" since it had the most complete data

On the report from San Francisco Travel containing lhe 884 lost groups, some 362 groups stated “Reason 1" lost
as "Other”. JLLH asked San Francisco Trave| for additional detail on the “Other” category for this lafge 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 written commentary for each of the “Other” categoﬁes on the first report. Based cn this
supplernentary report, JLLH tategorized as many of the “Other” zesponses into one of the ex:stmg San Francisco
Travel-defined ‘reason lost’ categories as posmble

Subssquently, JLLH reviewed the results for each of San Francisco Travels pre-defined categories, and
consolidated several similar categories fo make the analysis more streamifined. For example, JLLH defermined
that three categories—‘Appropriate space not avallable”, "Convention Center foo Small” and "Nen-contiguous
space/Split Exhibits™relate to physical space constramts and were combined by JLLH in a calegory named
“Space Constraints.” The number of caiegcnes was thereby consolidated from 17 reasons fo sight reasons as

detailed below:

20
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Al Reassn Lost 1.C2teg0nss LLH Afapied Tategories:
“{stOpfon WentDeinlz {95) - Fhrst Opbon Went Definite -
" Appropriaie space nof avaiable {72} Space constraink
Belier Draw of Cllenks in Selecled Area {B0) Board Dedision
Board Decision {20) Board Declsion
Change in Hotafion {85) Change in Rolafion
. Conventon Cenkr Rates Too High (80} Economic Reasons
Conventon Center bo Srrall {30) Space conskahls
Datzs Nol Available {40) : Dates Not Avallable
Does not meet Center Requirerrenss (70} Does Not Mast Cenler Requirernents
Economic Aeasons (42) Ecenamic Reasons
Lahar Negofiafans {67) . Other .
Mestng Cancelled (45) . Board Degision
o viabie bids recefved {71) . Other
Nor-configuons space/Spi Fxhibits (73) Space conskalns
Puliical Reasons (50) " Board Deckion
Oher {See Recommended Acion Section) {30} i
Reom Aates Too High (10} ) Economic Reasons

JLLH notes that several of the categories as d_eﬁnad by San Francisco Travel are not necessarily mutually '

exclusive. For example, a commen reason for the loss of business was due to "Board Decision”, This could be
the result of “Economic Factors” or “Dates not Avallable”, both 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 to the impact of the on-going renovation, as such this was not given as a
reason for any lost business. ' '

The most common reason why a group was lost was-due fo a board declsion (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 (11%). Another 8% of groups were lost due to Moscone space constraints. :

The analyms found that no smgle wtegory refating to Moscone Center’s physmal facility stood out as
being the reason for the lion's share of lost business. Aside from “Board Decision”, the dzstnbutlon of

reasons for lost husmess is relafively balanced.

Moscone Center: Reason Groups Lost 2610 -.2019

Other

* Spaca Gonstralnis |

Board Declsion
Dates not Avallable
Change in Rotaifon §
Economic Reasons

Does Not Meel Center -
Requiraments i

First Option Werit Definlie |

Source: San Francisco Travel

JULH furkher broke down the “Economic Reasons” category Of the 99 responses In this category, 35 stated
“Hotels too Expensive™ and 28 stated “Conventien Center Rates foo Expensive”. The remaining did not specrfy

maore defail.

21
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Additionally, JLLH ook acloser_look at the “Space Consfraints” category. Of the 71 responses in Hhis category,
36 were afiributed fo "Convention Center too Small. The “Non-contiguous space/Split Exhibits” category was
only selected in wo instances and was as such not plofted individuaily in the graph above.

In order to aftemnpt to quantify the économic impact of gmupé fost due to space constraints af the Moscone
Center, JLLH more closely analyzed which cities the Moscane Center lost groups choss in instarices where the

reason of “space constraint” was given.

Ranked by amount ef foregone direct spend, the Moscone Center lost four groups fo Chicago,.resuliing in an
- esfimated loss of direct spend {o the City of San Francisco of roughly $177 million. Chicago was followed by Las
Vegas, which capfured 12 groups lost from the Moscone Center due to space constraints, at an estimaled
foregone direct spend in San Francisco of roughly $116 milfion. San Diego was third, captunng six conventions

‘with estimated direct spend of $114 million.

. The othar ciﬁes, as fracked in the report, are displayed in the graph below. The fact that Chicago; Las Vegas and
San Diego were the primary cities which accommiodated groups lost by the Moscone Cenfer is consistent with
commemary that JLLH gained from senior-level meeting planners of conventions which currently convene at the

Moscone Center or have held events at there in the past,

Direct Spend of Conventions Lost due ta Space Constraints 2010-2019
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In order o approximale the fudl d:rect spend of groups that were lost due to space constramts JLEH recognized
the nead to cast a wider net and also evaluate the potential direct spend of groups lost for reasons other than
“space constrainis® as the d:fferent feasons |nﬂuence each other and canriot simply be examined in isolation.

JUH established a methodology whereby each of its consolidated list of nine reasons for loss of group was
assigned a factor, and this factor was muftiplied by the estimated direct spend for the groups lost to that particular.

reason. The assumed factors are displayed below:

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

492



27

28

- Moscone Center Expansion Cost Benefit Analysis — Phase Il Analysis

Reason - JLLH Adapled Ctegories

First Optioni Went Deinile
Board Degision
Change in Rolaltion

Dates Not Available

Does Nof leet Center Requirements
Economit Reasons

Space canstrainis

Other

$Tetal AShbmed 0SS 1 Direct Siknd itk

Source: Jones Lang LaSafle Hotels

The analysis feads. 1o the conclusnon thatthe tota! assumed loss i in direct spend resulfirig from Mcscone ‘
Center space constraints and relatéd catégories is $2.1 billion for the years 201 0[2011 through 2019/2020.

‘Macro Level Factors that lmpact_Historica_I Attendance

San Franciseo is a unigue destination that draws visitors to the city due to its renowned reputation, which often
translates io attendance records for groups that hold meefings at the Moscone Center. From our analysis of the
market, meetings with sales managers at conventon hotels tn San Francisco, and inferviews with user groups
that currently use the Moscone or have in the past, the fo[fowmg factors {exogenous to Moscone Center size and
configuration} were identified that impact attendance:

e Demand shocks from eooriomic and natural disasfers, such as the Asian Financial Crisis, Dot-Com
. Bubble, 911 and the Loma Prieta Earthquake.

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

« The compressed geography of San Francisco enhances the walkab:l;ty 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 interational tourist attractions.
Many atfendees bring their significant others, because the cily offers many tounsm activities.

»  Cost and availability of accommodations within the city. -

= Proximity of San Francisco to other tourist atiractions, such as Wine Gouniry and Monterey/Carmel,

» The yearround mild climate in San Francisco. '
Proximity io 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 to form a more comprehensive understanding of the possible impact of a convention center expansion,
JLLH conducted inferviews with seven compefifive convention centers that have experienced a previous
expansion and/or have plans for future expansions. The key findings from the interviews are below:

o National Trends in Convention Bookings
o Attendancs levels have remained relafively stagnant en a national basis as convention demand
was shifted from one convantion center fo andther instead of growing significantly.
o Projecting annual attendance growth rates of 2% to 5% over nexd five years.
o A number of annual conventions have been eliminated.
o Saw attendance gmwth in 2011, but attendance has not refurned fo peak ievels

»  |mpact of Expansion-
’ 23
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o Minimal disruptions were seen in previous expansions with only some noise complairis.
o General-consensus that convention centers cannot afford fo displace business; therefore,
development plans are structured fo avold distuption wherever possible.

.o Event planners will secure future 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 advence of the new space coming onfine.

o- Uptick in bookings was seen two to three years after the completion of the expansu:n
) Expanswn improvements
o Lipgrades of existing technology, such as audio visual equipment and Wi-Fi fhroughoui deemed
' a hecessify.
o Increase amount of contiglious space and ballroom space.
- o Connect every building either by underground passage or connecting bridge.
»  Comments o Moscone Center )

o Advanfages include San Francisco as a destination, lntematlonal draw of city with a sfrong
airfift, downtown location of Moscone Center, and the quality of hotels in the area.

o Disadvantages include the high costs of holding an event in San Francisco and interrupted fiow

. of the convention center with Moscone West as a standalone buﬂdmg

* mportant Factors to Consider for Expansion Plans

o Flow of convention center as a whole; allow for flexible regrs’crahon space as technology trands
are shaping space requirements {due to onfing registration, efc.)

o Fully understand details of construction schedule and communicate it clearly to conventlon
sales team so groups’ expeciations are managed..

o Design flexible space in order to adjust 1o changes in consumer neads.

Gontrary fo national trends, San Frandisco as a unique destinafion has seen a year-overyear convention
attendance growth of nearly 19% in FY 2010/2011 with 1,092,575 attendees, surpassing FY 2005/2008's fevel
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 attendance with year-over-year splkes of 25% iollowing the two 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 meefings at the Moscone Center, and the prime location: of San Francisco as a
gateway city. Addifional factors wilt be highlighted in Section 5.

) : ’ 24
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Survey of Compeutwe Environment and- Potential for
.- Expansmn

JLLH conducted a defailed comparison and ana!yéis of competitive convention centers in the U.S. Throughout -

this section, JLLH will continuously refer to 12 convention centers deemed primarily competitive fo the Mascone
Center. This list of compefitive convention centers was compiled based on feedback from discussions and
interviews with San Francisco Travel senior staff, Moscone Center executives, senior meefing planners of past
and curment Moscone Center groups and general managers of a number of convention centers across the
country In addition, JLLH reviewed the cities which frequently came up on the Moscone Center’s lost business
report.

Anaheim Convertlion Center Anzhaim 945,000 815,000 - 130,000
Boston Corventiort and Extiibition Center Boston 676,000 516,000 160,000
Emest N. Morial Convention Center New Qrlearns 1,375,500 1,100,000 275,500
Georgia Wosld Congress Center ‘ AMlanfa 1,708,400 1,366,000 242400
Las Vegas Coavention Cenler Las Vegas 2,225,800 1,984,800 241,000
Los Angeles Gonvention Genter Los Angeles - 867,000 720,000 147,000
McComick Placa Chicaga 3,200,006 2,600,000 500,000
Wiami Beach Convention Center Miami Beach 627,308 502,800 j24500
- Orange Cotnty Eonvention Center Orlando 2,533,000 2,053,800 479,200
Pennsylvania Convenlion Center Phitadelphia : 1,000,080 678,000 321,000
San Diago Convention Genter San Diega 819,800 515,700 204100 -
Wa][er E Wasblngton Caonven i Washlnglnrr, D.C - 703,000 125 3,008

SAnTrancis

Source: Jones Lang LaSalie Hotels based on convention centers' websiies

Impact of Other Convention Center Expansions on Lodgirig Market

JULLH studied the impact that substantial expansions of compatitive convention centers have had on their
respective lodging markets. JLLH conducted this analysis for the 12 convention centers deemed most competitive

to the Moscone Center. All convention centers in the study had at least 500,000 s.f. of saleable exhibit space and-

have undergone one or more substantial expansmns—ln most cases an addxtlon of 200,000 or more square feet
over the past 20 years.

For the 12 markets where these convention centers are Jocaled, along with San Francisco, JLLH computed the
historic GAGR of hotel RevPAR for each of the citigs. In most cases, JLLH had access fo hisforic 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 pettains to hatel brands that typically serve a significant amount of group-related
demand, such as Masrioft, Hilton and Westin hotels and the sample is thus deemed representative. The
properties in the sample are, in most cases, located in the downtown and thus highest-rafed submarkets of the
metropolitan areas.

JLLH then computed the RevPAR CAGR for two time periods: The three-year period beginning in the year after a
substantial convention cenfer expansion was completed, and the five-year period starfing in the year after the
substantial convention center expansion. JLLH conducted this analysis on an inflation-adjusted basis. JLLH then
compared the fong-ferm ReviPAR CAGR for the market and with the RevPAR CAGR for the three and five years
following the conventlon center expansion as defined above. .
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3.2 . 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 discern what shape the proposed
Moscone Center should take and how the Moscone Center can fill a market niche 1o benefit from a compstitive
advantage. The recommended compedftive positioning of the Moscone Genter is discussed further Section 3.3.
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In summary, the Moscone Center is smaller than the other 12 convention centers analyzed, on average, o
especially with regard to exhibit space. In terms of meeting space, the Moscnne Center is more on par
with the average of the sample, and the Mascone Center's largest ballroom 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 ratio of exhihit space to meeting space: the Moscone Center has 1.7 s.f. of exhibit space

par square foot of meeting space, while the set’s average is 4.3 s.f. of exhibit space per square foot of
meeting space—-supportmg the case foran addition to exhibit space af the Moscone Center. In addmon,
-"JLLH evaluated the number of annual attendees accommodated, for the most recent year available, per

s of exhibit space. The Moscone Center accommodated roughly two aftendees per square foot of
GOPYRIGHT © JONES LANG LASALLE [P, INC. 2012 All Rights Resenved %
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3.3

exhibit space in 2010/2011 exceedmg the average of the set of competitive centers by a considerable
amount' competifive convent:on ‘centers” accommodated on average 1.2 attendees pet s.f. of exhibit
space This ratio. analysxs furthsr. underlmes the hlghgfﬁclency in Space, usageby the Hoscone_Center
Versus its oompetltive convention centers due 1o the hlgh demand in exhibit space at the ‘Moscone
Cénter, as verified by the Moscone user groups interviews.

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

' JLLH also counted the number of hotef rooms within a one-mile radius (desimed a walkable dnstance) for

each of the conventmn centers. San Francisco ranks second after Las Vegas, The fact that the Moscone
(fe ter is located in downiown San Franclsco is_one of the driving factors for the high room stock
proxlmale o the Center. Even thnugh there are 25,300 hotel rooms within a one-mile- radius of the
Mnscone Cenfer, meeting plansiers 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 fo the generally -
hlgh demand for San Francisco hotels from non-convention demanid sotirces.

Evaluation of Additional Exhibit Space Warranted.

independently of the attendance projections from which the sconomic impact is calculated in secfion §, JUH
atfempted fo demonstrate that a reasonable growth rate applied to the current level of attendees warrants the
addition of exhibit space at the Moscone Cenfer in the fulure. JLLH computed the average annual total
attendance for the Moscone Center for the years since the opening of Moscone West and subsequently
calculated the average atfendees accommedated per square foot of available exhibit space to devise a ufflization
rafia,

JUH then applied this exhibit space consumption per aftendee to-what it deemed a reasonable growth
assumption (2.5% per year) in the number of annual attendees based on is research and interviews. The growth
assumption is based on intetviews 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 projected by these professionals for the future averaged 3, 0%, asis mdlcaied inthe table

_ below.

Fitire yo0-y Overd} Alientenie3neraas

Canventon center manager fop-firee U.S, oty
Convenfon certter manager lag-three U.S. iy
Converfion cenier rmnage
A eTats O InRa W
2012 Meeiings MarkafTrends Survey Flat
JLLH Weighled Average - el

Source; Jones Lang LaSalle Hotels, based on convention center manager interviews and 2012 Meetings Mariet Trends Survey

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
reasonable attendance orgaric growih rate of 2.5% per year going forward, t should alse be noted that although
on a national basis, the number of conventions have remained relatively stable, San Francisco’s uniqueness, with
its city-center location, proven ability fo break aftendance records, and growth in existing and new sectors (fe.
tech boom that created companies lke Salesforce and Zynga) is expected fo support positive growth in

attendance figures at the minimal evel of other top U.S. cifies.

COPYRIGHT © JONES LANG LASALLE 1P, INC. 2012, All Rights Reserved
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To assess the reasonableness of this assumption, JLLH contrasted the figure with Moscone’s historic aftendance
growth rate, compuled from FY 1890/1981 through FY 2010/2011, which averaged 4.6%. As such, the future
pace of growth is assumed o be more moderate than in the past iwenty years; 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 the growth in Tolal Attendees, we analyzed
the historical Aftendees per sf. of Exhibit Space, which averaged 1.90 (Jong-term average) to 1.94 (recent five-
year average). From our observation of Moscone’s recent trends and inferview resulfs, there is an upward trend
in atfendaes per 5.5, of exhibit space; therefore, we have forecast a sfight increase in efficiency of space of 2.0 for

the projection period.
1989/1980 : 605,425 260,560 23
© . 188011881 " 572,385 250,580 22
199141882 : 811,381 260,560 23
19921953 785202 - 442,000 17
1993/1934 B15,762 442,000 19
1984/1995 798,824 . 442,000 18
1995/1988 787,278 442,000 18
199611857 871,627 4ip000 2.0
1997/1390 854,243 443,000 19
195811383 894,818 442,000 20
1658/2000 684,266 442,000 15
200012001 B39,350 442,000 19
20012002 ) 744,745 422,000 17
2002{2003 747,832 442 000 1.7
2003/2004 937,440 538,860 17
20042005 - 819,843 -  -538,860 15
2005/2008 1,048272 538,660 18
2006/2067 974676 = - 538,660 .18
- ) 2007/2008 1,274,000 538,860 24
C 2008/2808 " 968,664 538,680 18
200372010 919,811 578,660 17
20102011 1,082,975 - 538,650 2.0
2011/2012F 1,025,377 512,689 29
2012/2013F 1,058,873 506037 - 20
2013/2014F 1,085,885 542,942 248
201472015F 1,103,218 554,808 2.9
2015/2016F 1,141,980 ~ 570,890 2.0
2016/2017F 1,178,710 587,855 . 2.0
2017/2018F 1,185,708 599,855 20
2018/2019F 1,228,835 514,867 .20
2019/2020F 1,247,319 623,660 2.0
2020{2021F . 1,278,483 639,748 2.0
2021/2022F 1,318,255 650,128 ° 20

Average Annual Growth in Attendess (JULH Assumption)
26% ‘
Additiona) Exhiblt Space sf. Nesded by 2021/2022 120,268 -

Variouh hudrages: Aiténidees fer €1, of Exhipit Space * * -

Average Moscaone N/S 16t
Average Moscone N/SAWV L 1.87
Long-Tenm Average . | 130
Becent 5-Year Average 194

Nots: The light red rows periain to hisioric expansion years
Note: JLLH assumptions are in blse font
Source: San Francisco Travel, Jones Lang LaSalle Hafels

- an
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As ?drsp!ayed in”the - table ahove, apptymg this. .g:owth Yate per. the. ebove methedolugy, JLLH
démonstrated that by FY 2021/2022 the arganic grcwth in attendance (aissunt ing o expansxon) would
potentlally warrant an addltlcnal 120, 500 sf, of exhibit space. The result shows | it the City will be under
supphed fosu ,port the | ence demand generated from the orgamc gro ,th if there isno expansxon at
the Moscone Center. Havmg mdependenﬂy demonstrated that growth in attendees is mdeed expected to
warrant the addltlon of exhlblt (and ofher supportmg space), JLLH contmued its enatysrs wrth regard to
determmmg the oplimal expansioh seenario. .

JULH also assessed the capacity to retain and grow demand through non-expansionary measures such as
property configuration or marketing. Based on its tour of the Moscone Center, JLUH did not find that permanent
changes can be made to the existing space which would yleld in a more efficient layout and/or flow of space.
Based on its meefings with San Francisco Travel, JULH did not identify any apparent changes that could be made
to the bureal’s marketing strategy which- would result in a material increase in attendance assuming static facility
layout, ’

31
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4

41

Ana1y31s of San Franmsco Lodgmg Market -

San Francisco Lodging Market Ovennew Historic Performance

Hatel benchmark includes thres key terms: occupancy, average daily rafe {ADR), revenus per available room.

{RevPAR). RevPAR is an indicator of both occupancy and ADR. Occupancy is the petrcentage of available rooms
that were sold during a specified period of time, which is calculated by dividing total rooms sold by total rooms
available. ADR Is a measure of the average rate paid for rooms sold, which is calculated by dividing 1stal room
revenue by tofal rooms sold, RevPAR is the fotal Toor revenue divided by tota] rooms available, or the product of

. ‘occupancy and ADH.

San Francisco posts higher overal occlipancy rates than many other U.S, gateway riarkets. Though the market
suifered more than the average of ofher major markets during the double-hit of the tech bust and the events of
9/11, Ban Francisco has consistently shown above-average growth in occupancy rates, especially since 2007,
parfly due to the minimal supply increases. By year-end 2011, not only. did occupancy continue its trend, but the
ADR has grown significantly; posting 2.1% growfh in occupancy and 14.7% growth in-ADR among the cvty's set of

- upper Upsca]e and luxury hotels.

Despite the year-over-year growth in ADR, on an mﬂaﬁon—adjusted basis, ADAs remamed below previous peak
2000 levels In 2008—an anomaly not witnessed in'many other large U.S, markets. However, the spread of ADR
befween San Francisco and the average of the othertop U.S. gateway markets has begun to lessen notably. The
gains in occupancy and ADR have led to a jump in revenue per available room (RevPAR) of 17. 2% for the city’s
upper upecale and fuxury hotels, among the highest of any major U.S. market. ,
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42 Existing Hotel Imfentory

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

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 enfered
San Francisco since 2008, a stark contrast to other major U.S. gateway markets, The following table summarizes
the numbar of hotels and tatal room count for San Francisco by chain scale.
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43

- 8an Francisco Current s

independerts :

Luxury Chains S T %
Upper Upscale Chains 14,428 42%
Upscale Chains 887 T 3%
Upper Midscala Chains 2,363 %
Midscale Chalng 268 1%
Economy Chains 814 2%

a7

.

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 been more volatile, but
San Francisco's strong occupancy levels, second only to New York, support the level of independent hotels that
exist in the market. ’ :

New Supply Pipeline

The lack of recent supply openings affirs the exceedingly high barriers to entry in the San Francisco hotel
market and explains investors' high interest in acquiting existing hotels, as seen from the abundant transactions
over the past 18 months. Over the last ten years, the hotel room supply in San Francisco has grown on average
by 1.0% annually, considerably below naffonwide growth. The most recent hotel openings occurred in 2008, with
the opening of the 550-key InterContinental in February and the 53-Toom 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. .

“T74New Supply m‘Sz}n;Eraci;cij by Y?r— CamEE
% Chg

Year . - No, of Hotels - Room Count:
2000 1 104 0.3%
2001 4 1,023 - 3.3%

- 2002 1 362 | - 1.1%
2003 2 698 22%
2004 .0 0 0.0%.
2005 2 460 1.4%
2008 1. 3 0.3%
2007 1 0.1%
2008 2 18%
2009 e 0.2%
2010 0 0.0%
2011 0 0.0%

CAGR0012)
Source: Smith Travel Research

While the supply pipeline has shrunk greatly across the couniry, most gateway cities sill experience a backlog of
new rooms that are expected to open by 2013. As an example 2,900 rooms were introduced in New York in 2011
and an additionat 1,058 rooms are expecied fo open in 2012. The complete lack of new supply in 8an 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, :

COPYRIGHT @ JONES LANG LASALLE IP, ING, 2012. A Righis Reserved
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Cnmﬁaﬁsnn of New Supply Pipeline by Project Phase
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Souree: Smilf; Travel Research

44 Performance by Submarket

Inthe past fen years, supply growth has been concentrated around the Moscone Center. New large qu senvice
hotels have typically entered the market south of Markat Street by the Moscornie 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 developmerrt for luxury hotels, has become less atfractive. As the Moscone Center

" becomes the center of development, room rates in this area grew at a greafer pace than ih some of the other
submarkets. The Moscone area, within South of Market ("SoMA”), thersfore accommodates more hotel demand -
and group business 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/Neb Hill'Moscone,
Fisherman’s Wharf, and Civic CenfetVan Ness. From full-year 1998 to 2011, the Uniorr Squara/Nob HilllMoscone
submarket achieved the highest RevPAR growth on a compounded annual growth rate of 2.1%. The followmg'
table summarizes San Francisco historical performance by submarket as prowded by PKF. ’

’ N 34
COPYRIGHT © JONES LANG LASALLE iP, INC. 2012. All Rights Reserved
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For comparison purposes, the following fable summarizes the market-wide RevPAR growth for San Francisco and
the competitive convention cifies. With the lack of new supply and strong market fundamentals, San Francisco
saw an exjraordinary year-over-year RevPAR growth of 19.5%, the market's leader, at $154.

RevPAR Growth for San Francisco and Competilive Convantion Cities -

% Change
Las Vegas . ) |
Miami-Hialeah - . $loiss $i1565  14.4%
Los Angeles-Long Beach $79.01 $88.33 11.8%
Orlando . $57.98 $63.51 95%
Phitadelphia $69.16 $75.72 85%
Anaheim $7344 - $8040 9.5%
Chicago : - $69.67 $75.81 '8.8%
Bosfon - $a7.18 $105.11 8.2%
San Diego $81.02. $86.83 7.2%
New Orlzans $74.70 $78.38 49%
Aflanfa ’ $47.52 $48.91 2.8%
Washingion, D.C. . $96.16 $97.60 15%

Source: Smith Trave! Research, PXF, Las Vegas CVB

45 Moscone Center Impact on Hotel Performance

San Francisco Travel provided JLLH with a fist of “Level 4” hotels, which are considered as convention

headguarters hotels due to thelt Toom size (200+ guest reoms) and meeting space (over 10,000 sf). JLLH
. filtered the Level 4 hotels further by extracting the hotels with fewer than 400 guest reoms. The fiter resulted in
- the following convention hotels-in the market: . ’ . ) .

San Francisco Core Convention Hotels Faciiities -~ -
Affiliated * Open - Room . - Total Meetin

9 Largest Mesting

Hotel . . Date’ .. Date . Count . Space - Space .=

Westin St Frands . 11998  -ae04 4,185 0 51840 - 10,700
Fairment San Francisco 41907 441907 581 55,000 11,362
Luxury Collecion Palace Hotel 121908 12909 553 . 51,266 8954
Hatel Whitcomb 82007 6rigig 459 " 14,467 6,300
Kimpton Sir Francis Drake Hotel R 112009 B/1928 a8 14,958 3,081
Hilion San Erancdisco Unlon Squars 8/1964 81964 1,908 140,638 29,637
Hilton San Francisco Finandial Dist 1/2006 111970~ 542 18,855 | 4306
Grand Hyatt San Francisco - 111973 11973 659 . 30,268 7,056
Hyatt Regency San Francisca : 511973 5A873 802 85,543 - 17,064
Holiday Inh San Francisco Goklen Gateway . 3/1974° 31974 404 18,079 5,600
Westin San Frandisco Market Steet 42007 4/983 676. 24,488 9,040
Parc 55 Wyndham San Francisco Union Square 52010 5/1984 1,013 30,853 5,670
Hotel Nildo San Francisco 171891 1011987 532 . 23,250 6,658
Marrioit San Francisco Marquis * . 1071989 10/1989 1,499 168,506 - 39621

- WHole! San Francisco - 51998 5/1959 404 16,482 3,430.
InerConfinental San Frangisco 2/2008 2/2008 550 36,731 6,800

) 36
COPYRIGHT @ JONES LANG LASALLE P, INC, 2012. All Rights Resened -
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Moscane Center Expansion Cost Benefit Analysis — Phase If Analysi

Legend

1 - Moscane Center

2 - Hikon San Francisco Financial Diskict
3 - Hyatt Plegancy San Francisco

4~ Faireorst San Francisco

5 - Kimpton Sir Frands Draka

6- Grand Hyatt San Francisco

7~ Luncury Collecion Palace Hotel

§ - Wesfn St Francis

9 - Wesén San Frandisco Market Sieet
10 - Heon San Francisco Union Square
11 « Hokel Nikko San Francisco

12 - Parc 55 Wyndham

13 - Marriok Marquls

14 - W San Frandsco

15 ~ InlerGonfinents] Holed'

16 - Holel Whilooma .

{17 - Hoilday inn Golden Galway

Due 1o the density of the.San Francisco market, the hotels in the previous list are located in various submarkets,
although the highest concentration is located in SoMa and Union Square. As the largest hotel closest o the
Moscone Center, the Maricit San Francisco Marquis offers the highest amount of mesfing space within the sef,
although the Hilton San Francisco Union Square has the highest room count. Despite its large size, the Marriott
Marquis maintaing an annual occupancy slightly abave the market average and an averags dally rate roughly
10% above the market average for cora convention hotels in San Francisco. The following chart presents jodging
market performanice for the cors convention hotels since 1987. ' .

. . . a7
COPYRIGHT © JONES LANG LASALLE IP, INC. 2012, All Aighis Reserved :
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-San Francisco Core Convention Hotels Lodging Market Performance 1987-2011
$220,00 ’ S ' - _ B5.0%
$200.00 / Moscone i
. s - 80.0%
-$180.00 — ,
Mogcone North
$160.00 +— Opens /
i Esplanade / - 75.0%
$140.00 _Ban:(oam Optre X\
$120.00 S | 700
$100.00 _
. - B5.0%
$80.00 -
$60.00 . - 60.0%
E283z883885888s588288888ex
SPEP2EZR2R2222222888S8S888R88¢8¢%
mmxADR  EmaBevPAR  ~—-Occupancy

Sourcé: Smith Travel Research

The Moscone Center underwent the following major expansions since the opening of Moscone South in 1981:

¢ - 1982: Opening of Moscone North
= 2003:Opening of Moscone West

JLLH analyzed the impact to RevPAR thres to five years after the year of expansion on an inflation-adjustad basis,
computing a three-year and five-year real RevPAR CAGR following the years after the aforsmentioned sxpansions. The
expansions’ impact on real RevPAR is displayad in detail in the below tabte:

COPYRIGHT © JONES LANG LASALLE [P, ING, 2012, AT Rights Reserved

508



Moscone Center Expansion Cost Benefit Analysis — Phase IT Analysis

Real HEVPAR'

: B pRly - REmang . 1 % Bhg -

1987 3464789 2,413,169 $245,567555 89.6% | 510176  $70.88

1988 3507,255 2,621,699 $274230,750 T2.7% $10480  §76.02 2.8% 7.3% §78.42

1988 3745203 2628677 $200753,105  702% | $11081 §77.63 5% 2% $75.58 ET%

1900 4,154,430 2,856,301 $330,060580  6RB% | $11871  $Bi.61 1.5% 54% | gaizs 7.7%
4154430 2549326 $315584200 5iB% §75.99

4,154,430

--2755,005

2,920,457

$8171

1984 4154430 2,901,375 $361,031,188 $12089  $86.30 B.4% $90.17  B4%
1995 4,154,430 3003408 5380710412  TAS% | §123.07 . $01.54 5.5% $94.08 - 43%
1835 4154430 3239570 $433829,335 7BU% | §13302  §i0d.4a Up% | $11583  2a2%
1897 4154430 3316084 $455870497 708% | $14953  $11938 M3% ] $lasd 153%
1998 4154430 3204486 $535061,572 70.5% f $16241  §12879 79% | $13698  25%
1958, 4256595 3201380 §560082320 77.3% . | $170.47  §13188 22% | $19154  -40%
2000 4309385 3484168 $652,954,250  80.5% ' [ $19028 15384 169% { $17469  328%
2001 . 4282803 2913689 538010843 8A0% | $18485 §isen -182% | $99.03  -433%
A202E20 2872188 $458,783488 B $107.11

;308,920

2085823 :8453,752, 780

T $1zn47

4309,820 3192677 491479972 { $114.03
2005 4,164,868 3,201,830 §518,171,75¢  765% $i5121  $28.35 §12927 . 73%
2006 4297510 8279237 §575,820299  76.3% 317584  $13418 8.8% $i41.63 9.5%
2007 4297510 3,409,082 $633.283,204  78.3% $185.76  $147.36 8.8% $157.61 11.3%
2008 4481210 3,621,277 $706823,185 808% $195.19  §157.73 7.0% $182.81 3%
2009 4,498,280 "3,508,327 $5BA.AB4,440  7B.0% $167.85  $130.91 -17.0% $109.08 -33.0%
2010 4498260 3,627,440 $612075039  BO.5% - | $16873  $136.07 3.9% $133,13 27.6%
201 4,483,032 3,683,667 $712.058,110 . §158.48 165% $179.56 29,0%

$19330
Soures: Smith Travel Research, Bureau Labor of Stafistics .

6.6%

Real RevPAR CAGH 198& 2011

pa RevPAR CAGR
5-Year Post Expansion HEVPAH GAGR

. TA%

The three-year post expansion real ‘RevPAR CAGR ranged from 5.4% to 8.4% and the five-year post
expansnon real RevPAR CAGR ranged from 7.8% fo 12.1%. These growth rates genera[ly Bxceed the 6.6%
long-term real RevPAR CAGR that the city’s core conventmn center hotels experienced, and as such
suppoit that sngmf‘ icant convention space expansions In San Francisco have led to higher réal RevPAR
growth than is w:tnessed in nop-expansion periods, on average. Despite this posmve tits, it shodld also
be noted that the two expansxons also coincided with a recovery period after an economic downturn from
the Loma Prieta earthquake in 1989 and the Dot-Com Bubble and $/11 in 2000 and 2001, which may
enhance the growth rate.

46 Regression Analys'is of Moscoﬁe Attendance on Hotel Performance and Loca! Ecqnnm,y

JLLH performed a regression analysis between convention attendance and hotel demand, RevPAR, retail 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 convention hotel
set was used along with air passenger traffic data at San Francisco International Airport and economic data
specifically for San Francisco Gounty.

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 through the data points. The correlation coefficient
determines how much ona variabls tends to. change when the other variable does. It ranges from -1 (inverse
relafionship) to +1 (postive relationship), and a 0 means there is no refationship. Linear regression finds the best
line that predicts the outcome from the constant variable. The fif is quantified with R?, which is the square of the
cotrelation coefficient. The value ranges from 0 fo 1; a perfect fit would be equivalent to a value of 1.

) 3
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The following tables present the data used for the regression analysis and the results of the correlation and linear
regression fasts. S ‘ '

. 40
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Moscone Expansion Cost Benefit Analysis — Phase II Analysis

5 Description of Three Expansion Schemes

JLLH reviewed Tom Efiot Fisch's prefiminary 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 prefiminary design. Inthe -
Expansion Cost Benefit Analysis, JLLH analyzed various combinations of the following three schemes:

«  Third Street Addition: 8-story building totaling 260,000 gross s,

« Howard Sfrest Conﬁe'cﬁon: Underground conversion of space, which will create 107,000 sJ. of exhibit
space. :

e Moscone East 4-story building (1 below grade} tota[mg 264 000 gross s.f. with addrhonal air nghts for
hotel or office space.

51 Third Street Additian

Thie Third Street Addition includes a six-story building adjacent to the existing Esplanade Ballroom in Moscone.
South. The expansion scenario includes one flaor of retall, four floors of meeting rooms, and one floor of offices
totaling nearly 260,000 gross square feet. The Third Street Addition will add 98,700 s.1. of meeting rooms and
37,800 s.f. of office space. The Third Street Addition wilt only exist when combined with the Howard Street
Connection; since it will replace some of the meeling space loss from the conversion to exhibit space with the
Howard Strest Connection. In addition, it should be built prior fo the Howard Strest Connection in order to
accommodate displaced demand during the consttuction of the Howard Strest Connection.

teres
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Source: Tom Eliot Fisch

5.2 Howard Street Connection

Howard Street Connection expansion compiises of an underground conversion of space, which will repurpose
Hall E (38,800 sf.), Gateway Ballroom (27,500 s.i), 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 totaf of 107,000 s.f. of exhibit space. Due to structural limitations, the connection will comprise of fower
ceiling height at saveral segmenis of the tunnel, ranging from a low of 11 feet to a high of 23 feet. |t should be
noted that the Howard Sireet Gonnection expansion wilt only exist with a combined expansion of either the Third
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Street Addition and/or Moscone East expansion, and should afways be built after Third Street Addiiont and/or
Moscane East in order to accommodate displaced demand from loss of meeting space.

]

e
ATa T

vnuc?unims
Source; Tom Eliot Fisch
53 Moscone East

Woscone East expansion comprises of the demolition of the Third Stréet Garage to.a bullding with one level of
underground exhibit space (which will be contiguous to Moscone South’s exhibit hail), three levels of meetings
rooms, and & hotel or office Space on top. Moscane East is expected to add 102,850 s.f. of exhibit space, 67,500

sf. of meefing rooms, and at least 282,875 sf. of hotet or office space. The connecting ramp from Moscone '

South's exhibit hall to Moscone EasPs exhibit hall will require a seven-foot decline. Moscone East can be
considered as a separate expansion scenario of combined with elther Howard Street Cannection or both Howard
Street Connection and Third Strest Addifion. .

e
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54 .Pros& Cons

JLLH weighted the pros and cons of sach of the three individual éxpansian options on a high-lavel basis before
more closely evaluating economic impact,

S Prose

" Expansion Scenario

'On-.-o!'ﬂéa propeiy

One level of meeting rooms are
- gonnected to Esplanade Ballroom,
which will provide a good flow

Does not add exhibit space, nordoes it
Adds mesting space with nafurat light  add any configuous space

Relatively overall lower Construction Meeting rooms ars long and namow
cost, compared io other expansion (Enear meeting space vs. flexible,

Third Street Addition scenarics i general session space), and cannot be
’ ' used for general session spaoe, which

"Stacked" mesting space is favored by needs a minimum of ~45,000 s£.

mesting planters
' Construction expacted fo displace:

Existing User Group were very much in 8OM@ [roUps -
- Tavor of additional meefing space. being ’
“created

Can potentially provide alr rights for
office space
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. Howrard Street Connection

Moscone East

" On City-owned properly

Addresses lack of contiguous exhiﬁit .
spacs

Flaxibility of space, which can be used
as an-extension for both Moscone
Norih or South

Construction cost i lower than
Moscone East

Addressesack of contiguous exibit
spage ' )

Little disruption of existing booked
business

Could be used for self-contained
events and markeled as a stand-alone

space fike Moscone West

- Will provide air rights for hiote! or office

space

Will increase the markefability of San
Francisco withr a bigger expansion.
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' Segrﬁe_nts of the connection will have a
lower cefling beight, which decreases
.the masketabiity of hie space

Underground, o natural light

" Construction expacted 1o displace

some groups, since it will close down
Gateway Ballioom and Halt E

Higher cost fo construct compared to
the other expansion.scenarios
Clty does not currently own afl property

Will only be directly connected to
Moscone Southy; therefore, there may

" be ac;essibih‘ty issues to Mescone
- North '

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

The conneciing ramp with the 7' drop
wilt decrease the marketability of the
spage

The exhibil space that extends onto
Folsom and Third {beyond Moscone
South) will be less desirable; because
it is “out-of-sight” from Moscane Soutft

Ulifiies on Clementine and Kaplan may
need to be relocated

Treaffic flow of loading docks may be
impacted, since the existing foading

" docks will also be used for East

Loss of 506 existing parking spaces
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55 Phasing

As 'we analyze all the possibié combinafions of the expansion scenarios, it Is important fo note that ceriain
phasing is required for operational efficiencies. As mentioned previously, Third Street Addition and Howard Street
Connection expansion cannot exist by itseff. Third Strest Addiion and Howard Street Connection can either be
combined as one scenario and/or built along with Moscone East in order to suppost the displaced demand during

. the consfruction period. Also, since the construction of the Howard Street Connection will impact the operafions of
both Hall E and the Gateway Ballroom, it needs to come after another aforementioned expansion.

56  Conclusions from lntemews with Moscone User Groups

JLLH conducted inferviews with eleven Moscone Canter user groups who may require more space in the fuiure,
in order to obtain comments from these groups on their curent and fufure 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’ salient points are summarized in the following: :

~San Francisco
o Walkabifity of San Francisco.
o Strong airiift with regard to domestic and international destinations.
o San Francisco aftracts mare attendees, espec;ally with regard to mtemaﬁonal aﬁendees
e lodging Market
o _ Risk of not having sufficlent number of quality hotef rooms to sccommodate large groups.
o Tendfo nesdto contract room blocks wsth a higher number of hotels in San Francisco versus
. cther cities.
e Competitive convention eenter markets in U.S include Chicago, Las Vegas, New Oreans, San Diago,
Los Angetes, Bosfon, Orlando and Atfanta
e Pros of Moscone Center’
o Logation: In San Francisco and within the city imits.
Favorable parinership with San Francisco hotels.
o Moscohe's proximity to the campany’s headquarters. -
o Renovation with upgraded technology and mesting space,
o Users staled that they favor the layout and fmlshes of Moscone West,
= Cons of Moscone Center
o Lack of connection between Moscone West fo North and South. _
o Lackof configuous space as exhibit halls are separated among the three buiidings.
o Arches in the exhibit space add restriction fo the viewing and usage of the space.
. o Donot jke 100-series mesting rooms due fo the tight conidors and small size of the rooms.
» Desired Changes to the Moscone Centter .
' o Add 100,000 to 150,000 5. of contiguous exhibit.space.
Add addifional meefing space in North and South (flexible spacs).
Add more natural fight in haliways and around meeting space.
" Connect existing exhibit halls in North and South.
Connect buildings with either a sky bridge or underground passage.”
Convention center expansion ideafly would correspond with addifional adjacent o cennecied

hofel rooms.

o]

0 0000

Out of the eleven ussr groups, four groups prefer all three expansions, three groups prefer Third Street Addition
and Howard Street Gonnection, two groups prafer Third Street 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 Strest Addmon and Mascane East, because the combination add the most-
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COPYRIGHT ©JONES LANG LASALLE P, INC. 2012. All Rights Reserved

516



Moscone Expansion Cost Benefit Analysis — Phase I Analysis

addifional space, while one group would prefer Third Street Addition and Howard Street, because the connection
between the existing buildings must be fliid pnor fo adding another building. The follnwing hnghhghts specific
comments for each of the-scenario:

= Third Street Addmon

(o]

o]

In general, the user groups fike to see addifional and new meefing space, especially when itis
connected to the existing buildings. They would prefer.them to be flexible, similar to Moscone
West, with moving airwalls ard high cellings. A suggestion was fo also have airwalls that
separate pre function space from meeting space in order fo have flexibility to decrease or

. increase pre function space.

There was a suggesfion fo maximize the area of the meeting space by building over the
Esplanade Baftroom, sirice many suggested that the size of the Esplanade Baliroom works very
well for a general session.

Three user groups interviewed expressed negafive reviews of the e)ushng 100 series meeting
rooms for ifs lack of ﬂex;b;hty and small size.

The majority of user groups mentioned that stacked meeting space is preferable over a large
ane-floor-fayout, 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 fooms are concentrated in
one area, it makes it easier for event planners fo manage and monitor mestings. Stacked space
also allows more natural light in, which s a plus for several user groups.

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

50% of user groups interviewed méntioned that it is definitely beneficial for ane floor of meetmg ’
space to have a connection with the Esplanade Balfroom, because that will be a great transition
from a general session o a breakout session.

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

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

« Howard Street Connection

[}
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There Is a strong sentiment of concemn about the change in celling height, especially when it
goes down fo 11 fool Typically, groups need a minimum of 25-foot high ceilings for exhibit
space.

The concem with the decline in celling height is that it creates the perception that the axhibit
hall has ended, rather than a continucus space, so an attrac’ﬂon neecfs fo be added o move
traffic pass the two sections with 11<foot ceflings.”

In addition, one user group mentioned that the flow changes directions from cast o west to

‘norih to south when going from Moscone North to Moscone South,

Crie user group also did not itke the shape of the entire exhibit space from koscone North to
South as there are sections o both Moscone North and South that are not aligned with the
width of the Howard Street Connection. The same user group also mentioned that the
escalators entering the middls 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 separaied by a decining
ramp and change in sight line.

Three user groups mentioned that if all three expansions caninot be done, then Howard Strest -
Connection needs to be done before Moscone East, because the connection between the

- existing buildings need fo be completely fluid prior to adding an additional building.

47
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57

Q

There was & suggestion {6 add an airwall to separate Moscone North from South when nesded, -
because one of the groups nemally have a keynote speaker in Mescone North and would fike it

separated from the rest of the exhibit space.

» Moscone East

o

Four groups felt that the tamp {connecting Mostone South to Easf) will diminish some sellabls
sxhibit space, and alse changes the sight line, which decreases the space’s perception of
contiguous space..One liser group referred to the Georgia World Congress Center as it has a

. simitar descending layout, which appeared difficulf fo draw aftendees 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 contiguous space due to the change in sight
line; the event planner emphasized the importance of perception. One event planner noted that
the space around the ramp is stilf usable space, because the ceiling height is- st high at the
ramp.

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

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

All 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 attendess and exhibitors. A higher roorm count may alleviate the number of holels in the

room block.

“Two groups felt that one of Moscone East's disadvantages s its lack of connection to Moscone

North, and the addition of another standalone building to Moscene Center.
One user group noted that because Moscone East exhibit space Is connecied underground fo
Moscone South, it will provide the perception of one building instead of two separate buildings,

. which enhances the confinuous perception.

20% of user groups emphasized the importance of adding loading docks for Moscone East,
since the fraffic is already crowded. A supplier of convention recommended that Moscone East
should have 8-10 of its own laoding docks in order to prevent a reduction of utilization gf the
building with fenger move-infmove-out days and increase in costs for exhibftors with a farther -

distance in loading dock.
In terms of phasing, two groups suggested adding Moscone East first, since there is more

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

the existing buildings.

Fllimg Market Niche with Expansion

JLLH examined how the proposed expansnon could filf a market niche which would Iead fo a competitive
advantage. JLLH drew its analysis on interviews with senior-level staff from San Francisco Travel, Moscone
Cerer executives, seniorlevel meeting planners. who have used the Moscone Center and onfine research of

compehhve facilities.

The purpose of the detailed competitive analysis (in Section 3) was fo determine how an expansion of the
~ Moscone Center could offer facilities that will make the market more competitive among fis peer set, {o. realize
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operational efficiencies and econcmies and to-most effectively vield manage the facility, all with the pupose of
disﬁnguishing the complex from its compelitive set to be able to retain and grow core cllents.

Below is a broad assessment of high- lmpact 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 meefing
planners was that their San Francisco rofation often gamers the highest attendance of any city in the
courdry. San Francisco ranks particularly 1avorably among mtemahonal conventioneers due fo the direct
air lmkages

San Francisco is gateway to Asia, boding well for tachnology and medical meefings in particular, which
- are atfracting a growing number of Asian attendees. As such, the Moscone Center benefits from being in
a marquis location which in itself forms a significant competifive advantage in attracting conventions.

Many large convention centers, fike the Moscone Center, were built in phases and, due o space
constraints, often do not have the most ideal fiow and layout. The senior-level mesfing planners that
JLEH interviewed spoke favorably of the layout and scale of the convention centers in Orlande, Boston
and New Orleans, but aside from these three, the meeting planners cited few “must. replicate” physical
characteristics of other-convention centers.

Favorahle aspects of competiti\fe 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 additional buildings shouid be physically connected with Moscone Nerth/South,

A number of competitive convention centers have nat had a substantial renovation in recent years; as
such the buildings’ technological outfitting is offen below state-of-the art standards. Due to the Moscone
Center'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 conveniion centers.

= Addifionally, commensurate with San Francisco’s positioning as an upscale. international gateway
market, JLLH deemed that the corporations and associations that hold conventions at the Moscone
Center often have attendses of a higher demographic segment and education level than the average
conventioneer in the country. As such, the leve! of finishes in the expanded facility should be at the
upper level of what Moscone Center's compet;twe set currently offers.

' Overall meetmg planners are requesting both addltional exhlblt space and meetmg space, atthough it is
|mportant to have more exhibit space; because that is their source of revenues and the main deferminant
factor in choosmg a convenhon center. Although there are lnmtatlons in the expansion des.lgns, itis
:mponant to enhance the attendees’ perception of the space with creative des;gns in order to maximize

_ the fiow of the conventions. All of the useér groups we have mtemewed swpnrted the expansion, and

. most support all three expansions in order to maximize both exhibit and meefing space at the Moscone
Center. .

' ) 48
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6 Expansion Economic Impact Analysis

JLLH conducted a comprehensive economic impact analysis of various Moscorie Center expansion SCenarios to
determine the optimal expansion of the current facilities. This takes info account the economic impact that is

~expected {o generate from the incremental visitor spendmg and the Moscone Center's Net Operating Income
from operations. - :

6.1  Evaluation of Various Expansion Scenarios

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

“Mostariz Center Expansion Scenario:

" -Scenario Componentlsy - : | Saleable Space (s.£.)
: 1 Moseone East Construcion - ] 170,150
2 Third StrestAddifon and Howard Street Connecior Expansion ' . 206,700
3 Third Street Addion and Moscone East Consiruction o 269,850
4  Howard Strest Commecior Expansmn and Moscone EastConsh’ucﬁon : 277,150
-5 Al Three Expansions . 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. Inthe plans provided by San Francisco Travel, the Howard Street Connector Expansion was deemed
to be pait of the Third Street Addition (in total, the Moscone North/South expansion) project. JLLH assumed that
the Third Strest addition would be constructed during the first two {hirds 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 :

Assumed Lonstroction Timekne & - fanioiss
Howard Street Third Strest Mnscune Eas!
~ Connector ~ Addition * Construction
Start Construction 430115 TH2014 72014
Open for Use 33017 430018 122002017

ummary of Constructmn

“Howard Street Third Stree! Moscane East
CGonnector Addition Canstruction

Vericaly ~ Separae

Conmechon . %ed  buiding acvoss
between
Locagon _ above from Moscone
Moscone North - .
and Soutt Moscone . South on Third )
Soul Street

Exhibit Space st 107,000 - 102,650 -
Meeiing Spacs s - 93,700 57,500

Total Saleable Space - 107,000 9,700 170,150

62 ' Methodelogy of Attendance Projections based on Expansion Seenario

JLLH first calculated organic growth rates in Mosbone Center attendance assuming no expansion in space. An
assurmed growth rate of 2.5% per annum was applied to the total attendance figures for FY 2010/2011.

) . . : . 51
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63

Based Gh this methodnlogy, JLLH calculated fhat attendance would sze to 1.434 mlllion in FY 2021.’2022.
This attendance level we!ded a ritio of 27 attendess per square fodt of exhibit Space, deemed as

g infeasibls, sincé the ratio from FY.1989/1990 to FY 201 112011 averaged 1.9, s

JLLH as such added an attrition factor to the model cappmg future attendarnice p per square :foot of exhiblt
space ata ratm of 2.2. When accounhng for attntlon, the orgamc growm scenanu ylelded annual

" this attendance ﬁgure, deemed 1o be a stab:hzed hgure and apphed it to all years from EY 2022!2023
thruugh FY 202512025, )

shrive to keep makmg nofe efﬁment use of the spaoe avarlab!e' -

Based on this analysls, JLUH concluded that it is unllkeiy that Moscone Genter attendance will decline if the
. convention cenfer is not expanded. While the absence of an expansion may result in the foss of several of the

center's largest groups io other cities, JLLH expects that San Francisco Travel will be able io manage demand
accordingly and accommodate another group, or multiple smaller groups in the time blocks made available by

such lost groups. While the replaced business may have a lesser economic impact on the city, JtLH did not lower
any projected allendance figures due fo the- ‘presumed loss of any groups that are tumed away due fo space
constraints. . )

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

- with all possible combinations theredf. In fts methodology, JLLH took the organic atfendance growth figures

{capped at a space ufilization rate of 2.2 as described above), and calculated the induced demand, expressed as .
number of induced groups multiplied by average historic group size, JLLH also made assumptions as to the
expected number of groups displaced during the construction. of each of the expansion scenarios based on .
insight gamered during interviews with compefitive convention center managers, amang other factors.

For all expansion scenarios, JLIH computed average space utization ratios and considered these when
determining the reasonableness of assumed attendance growth rates. 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 pofenfial for demand dilution for each of the expansion scenarios. Demand dilution refers

fo the risk of a group prefening a cerfain space over another space of the Moscone Center. 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 to accommodate their exhibitors and attendees. As such,
JLLH does not expect that demand dilution will become a material chaflenge, and did not consider this matter
further when determining the recununended expansion scenario. .

The ﬁnal prolected attendance ﬁgure for each of the expansron cases thus represents orgamc growth

determmmg ‘the economlc smpact of the mcremental attendance figurés of the’ vanuus expansmn
scenanas. . ‘

Calculation of Economic Impact of Expansion Scenarios

52
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JULH calculated the economic impact that various expansion scenarios are expected to yield based on the
incraasad atlendance Jevels associated with the expansion. The IRR of the associated construction costs against -
the incremental economic impact was used in formulating JLLH's final recommendation.

In order to estimate economic impact, JLLH relied on the IMPLAN software and data package, which uses
muliipliers based on dafa 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 muttipliers to provide estimates of economic activity associated with some other economic activity
or changes to an activity level. JLLH used 2010 IMPLAN data (which represents the latest year available) for San
Francisco County in the economic impact analysis; therefore, the mutiipliers are specific o the market at hand.

IMPLAN's mulfipliers consist of three fypes of impact: direct, indirect, and induced effects. Direct effects are
those related to the initial spending in the economy, and indirect effects measure the additional businesses '
needed fo purchase goods and services to produce the product purchased by the direct effect. Induced effects
are the response by an economy fo the initial change causing further local sconomic activity. Each of these
effects Is categorized into employment, labor income, value-added, or output as defined below: '

+ Employment: Annual average fullime and part-fime jobs throughout the economy that are needed, '
directly and indirectly, to deffver §1 miflion of output. :

» Labor income: Al forms of empldymept income, including Employee Compensation {wages and
benefits) and Proprietary Income. Proprietary Income encompasses payments received by seff-
employed individuals as well as income. . :

»  Value-Added: Represents the sum of Labor income, Other Properly 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. Thess ‘taxes oceur during the normal operations of these businesses, but do not include
taxes on profit or income. ‘

«  Output: The total value of the industry production; intermediate purchases plus value-added, Cutput
incorporates all of the companents in Labor Income and Value-Added.

In computing the full economic impact per the above-referenced methodology, JLLH camputed the impact of
incremental Moscone Cenier Net Operating Income and increémental 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 exgansion scenarics. In

. order o estimate a 15-year economic impact ffom visiter spending, JLLH also added in the Convention Center
Net Income atiributable to incremental attendance resul?ing from the expansion.

A profit margin ranging from -13.2% {similar to FY 201 0/2011) to -4.0% was applied to the forecast Adjusted
Gross Income (AG) for the convention center operations to obtain a forecast for Convention Center Net Income
throughout the forecast horizon for the seven scenaries. JLLH determined that there is not an attendance level
that will result in breakeven profitabifity. Mescone Center operations are expected to coniinue 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 arder to estimate the incremental revenues from visitar spending, JLLH calculated the net difference in
attendance between each of the fivé scenarios and the base case of no expansioh. The 201072011 Moscone
Annual Report (latest data avafiable) aggregated three attendee origin categories:. National/International,
State/Regional, and Local. In order fo estimate the percent of total out-of-town aftendees, we have assumed that
100% of Nafionalfintemational and Stafe/Reglonal altendees are from out of fowen, while assuming that afl Local
atfendess are from within the San Francisco area. This results in a total out-of-fown percentage of 99%.

Mascdﬁe Altendance Regions: FY 201072011 B

FY20102011  JLLH  Total Out-oi-

8 Flgures Assumed - Town % .
Nabonalinernafonat : 78% 100% 8%
Stag/Regional : 22% 100% 22%
Lotal 1% - 0% 0%
Tota C 504

" JLLH refied on San Francisco Travef's 2010 stafistics (latest year available) on the visitor spending by segment
and average iength of stay in order to derive the revenue generated per visitor for various categories, indicated in
the below table. The detalled calculation based on expansion Scenario 5 is contained in Appendix 7.4.

. Spendmg hy \.’»attor Segment (SF Hnlel/MotelVl;[tor) 201

= Category - 5/Day/Persan  Sper Person at 3 3 Days
Lodging o $86.41 $302.44
Restaurants in Holels . $19.25 $67.38
Al Other Resaurants - $4091- $143,19
Reki $37.20 ' $130.20
Enfertainment & Sightsesing $24.17 . $84.60
-Lozal Transporiafon $8.95 $31.38
Gas/Auip Servicas $13.09 | . $4b.82
Car Rental $4.53 $15.86
Exhibior/Assoc. Expends $36.91 $124.19
Total Spending $271.43 . §950.01
Length of Stay . 35 '

The increase {or loss} in attendance for all seven scenarios compared to the base (no expansion) scenaric were
convertéd to incremental revenues according to the average spending per category data accuiulated by San
‘Francisco Travel. Because the “Exhibitor/Assoc. Expends” sector included anything an exhibitor/association
would spend during their ime in San Francisco (\.e. lodging, restaurants, etc.), JLLH assumed that this sector fhas
been accounted for in the economic impact through the allocatron for the remaining sectors,
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Lodging 411 Ho!eis and molals, |nc!ud1ng £asing hofels

Resturanis in Hotels o4 - Hotels and motels, including casino hotels

AllCther Restauranis 413 Food services and drinking places

Retal _ 329 Refail- General Merchandise

Enteriainment & Sightseeing . 338 Scenic and sightseeing fransporiion and suppor! aciviies fur fansporiaon
Local Transporiaion ) 336 Transitand ground passsnger fransporiation

Gas/Aub Services 326 Retail - Gasofine siafions

Car Renfal 362 Aubmobive equipment rentaf and leasing

Construcion 34 Construcion of new nonresidential commercial and heatt care struchures

Sowce: JLLH, IMPLAN

6.4

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

Spend peraining to the Lodging and Restaurants in.the Hotels sector was applied only the net out-of-fown
attendees, while the remaining sectors wera attributed to affnet aﬁendees

The average spend per person at 3.5 days {irom-2010) was inflated fo the specific years in which the expanded
space opened (which started earfiest from 2014/2015 depending on the construction schedule for the scenario).
The calculation for expansron Scenario 5 is detailed in Appendl,, 7. 5 This caloulation was repeated for all five

scenarios.

Ecenomic Impact Summary '

The foliowing table presents the net economic impact {Moscone Center Net Operafing Income and Visiior
Spending Impact) and the change in employment for all five scenarios based on the projection petiod through FY
2025/2026. The detalled caiculations for all five scenarios are displayed in Appendix 7.6.

AlThmeExpanSins o

5

4 Howard Strest Gonnecior Expansion and Moscone EastConsucfon  $1,331,025,465 6,516
3 Third Streat Addiion and Moscone East Consirncion . 802,700,493 3,882
2 Third Street Addifon and Howard SteetConnector Expanslon * §734,407,886 3,480
i Moscone EastConshrucon ~ « §699,831:255 3412

Based on the econemic impact analysis from visitor spending and taking info account the Net Operating Income
from the Moscone Center operations, Scenario 5 with all thres expansions yielded the highest net economic
impact with the highest change in employment. '

impact on Hdtei fflarket Occupancy

JLLH projected hotel démand starting in 2011/2012 over a future 10- -year peribd assuming no supply increases
1o core convention center lodging area, to demonstrate how undergoing the expansion (assuming Scenano 5)
likely warrants the addition of new hote! supply in the fitture.

As presented in Section 4 of this repori, the correlation of Moscone Center convention attendance to hotel
demand among the sef of convention center hotels equals 0.75. JLLH as such calculated the projected hotel
demand Jevel annual percent change from 2011/2012 onward by adding the convention atfendance percent
change multiplied by 75% with the long-term average demand percent change multiplied by 25%. Note that hotel
demand and hotel supply are expressed on fotal room night (annual) basis.
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Thts calculatmn ylelds a CAGH m hotei _demand of 2.6% for tha years in the forecast honzon, nutably

Source: Smith Trave] Research, Jones Lang LaSalle Hotels

Ccnvsntmn o o . Hpur::le:::l % Ho!el Accnmcdated _hctg.la_l - Unaccommndateri
Frscaf Year Aﬂendance {Scenario ljlo_tel Suppty . . Hoom nght Room Night Projected | Room mght
Change I (RoomNight =0, e Demand  Occupancy|  Demand
.. . : R Demand . = ,g.-. : pancy i
1989/1980 508,425 . 4,016,522 2,732,228 . 2,732,220 68.0%
19301951 572395 -56% 4,154,430 2,672,889 -22% 2,672,889 64.3%
199111992 611,381 B.8% 4,154,430 2,706,558 1.3% 2,706,555 65.1%;
1892/1933 785,202 25.2% 4,154,430 2,853,199 | 56% 2,859,183 68.8%| |
1993/1924 835,762 9.2% 4,154,430 2,951,213 3.2% 2851213 T1.0%
189471995 798,824 -4.4% 4,154,430 3,084,491 45% 3,084,431 T4.2%|
. 1995/1936 . 1B1.278 -1.4% 4,154,430 3,117,498 11% 3,117,998 - T13.1%
19961997 (B8 11.5% 4,154,430 3,317,700 8.4% 3,317,700 79.9%
1997/1988 834,243 -4:5% 4,154,430 3,313,002 D% 3,313,602 79.7%
1996/193% 894,818 7.3% 4,179,867 3,274,929 -1.1% 3,274,829 78.4%]
1995/2000 . 684266 -235% 4307545} - . 3445128 52% 3,445,126 80.0%;
20006/2001 838,300 22.7% - 4,306,445 3,274,278 -5.0% 3,274,276 76.0%
2001/2002 T44HE  -11.3% 4,268,452 2,753,942 -15.9% 2,753,942 54.5%)
20022603 747832 04% 4,305,920 2,864,937 4.90% .2,864,897 66.5%]
2003/2004 937440  25.4% 4,309,920 | . 3,162,960 10.4% 3,162,960 73.4%
2004/2005 819843  -125% 4,201,020 3,177,228 - 1.5% 3,177,228 T4.0%
2005/2606 1048272  27.6% 4,197,414 3,208,835 1.0% 3,208,835 S 76.4%
2006/20G7 974676  -6.8% 4,297,510 3,321,572 3.5% 2,321,572 77.3%)
2007/2008 1279000 31.2% 4,380,010 3,525,383 81% . 3,525,393 B0.5%:
2008/2609 068,664  -24.3% 4,498 260 3,513,193 -0.3% 3,513,193 78.1%
2009/2010 g18811"  -5.0% 4,488,260 - 3,621,242 3.1% 3,521,242 80.55%|
20102611 108297  1B.6% 4,407,832 ABTTTE - 1.6% 3.877,705 B1.B%|
2011/2012F 1116318 20% 4,497,632 9,747,232 . 1.9% 3,747,232 83,3%
2012/2013F 1148315  28% 4,497,632 3,838,762 24% 3,838,762 ¥5.4%
2018/2014F 1,181,134  ( 3.0% 4,497,632 3,939,982 28% 3,638,762 &76% 101;221
2014/2015F 1,765344  -1.3% 4,407,632 3,914,355 0.7% 3,838,762 87.6% 75,593
2015/2016F 1,172,280 0.6% 4,497,632 3,945,753 08% 3,838,762 B7.6%| 106,991
2016/2017F 1,218,881 3.8% 4,497,632 4,072,540 3.2% 3,838,762 B7,6%) 233,779
2017/2018F 1376424  134% 4,487,632 4,488,186 10.2% 3,838,762 B7.6%) 643,424
2018/2019F 1453618 .5.6% 4,497,832 4,693,238 4.5% . 3,838,762 BT.6% 854,478
2018/2020F ' 1484.495 21% 4,497,632 4,784,778 2.0% 3,838,762 B7.8%; 948,016
2026/2021F 1,505,080 14% 4,497,832 | 4,851,584 14% 3,838,762 B7.6% 1,012,823,
2021/2022F N . . )
1,525,865 14% 4,497,832 4,918,633 1.4% 3,838,762 B7.8% 1,079,861
cmfa‘l‘a;g:;g??‘l?w d Total Hotel FRoom Night Demand Change
Canverfon Afendancs, Hoiel | CAGR 1989/1890 -
Demand 2010/2011 1.4%
CAGH 2011/2012-
: 0.75] - 20212022 2.8%

' Based on the pru;enhon methodology detalied in the body of the repord, the rise in hotel demand am[d
v - steady supply will yield a projected occupancy rate of 87.6% in FY 2013/2014. An analys:s of long-term
trends in San Francisco and other lodging markets evidences that annual hotei occupancy ‘Tarely
exceeds mid 80s occupancy levels given the periods of lower demand such as holidays. As such, it is
considered unlikely that occupancy would grow above this level, resultmg in a considerable amount of
unaccommodated hotel room night demand as displayed in the table. If no new room- supply is
introduced to the market, JLEH estimates a potentzal [oss in econcnuc benefit (frum visitor spendmg) of
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approxlmately $15: -foiffion for FY-: 201312014 and incréasing éach additiorial year with thé'loss in
unaccammodaje_d démand for the market as a whole.

convenuon center headquarters hotel or another hotel i m the Iocal area, wnl[ have an additional posmve
ifapact on area emiployment and tax révenues beygnd what is quantified in thls report,

It should be nuted that the aho\(e analy_Sis only pertalns to the Core. Conventlon Hotels, which are the

qu' "ty supp[); and tha high. numher of hatels m the ruom versus other cmes, ilke Las Vegas, due ‘to the
great supply of smaller, boutique hotels In the City.

COPYRIGHT © JONES LANG LASALLE [P, ING, 2012. Al Rights Reserved
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7 Appendices

71 Glossary

Average Daily Rate (ADR) A measure of the average rate paid for rooms sold which is calculated by
dtvndmg total room revenue by total rooms sold.

Chain Scales Seven segments deﬁneci by Smith Travel Research based on actual average room rates.

independent hotels, regardless of their room rates are included as a separate chain scale category. The
chain scale segmenfs are: Luxury Chains, Upper Upscale Chains, Upscale Chains, Upper Midscale
Chains, Mtdscale Chalns, Economy Chains, and Independents

Compounded Annual Growth Rate (CAGR) The year—over year growth rate of a measure overa
penod of txme : :

Internal Rate of Return {IRR): The rate of retum 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 Value {NPV): The sum of the present value of all cash flows, both ihcoming and outgoing.

Occupancy: The percentage of available rooms that were sold during a specified peried oftsme which
is caloulated by dividing total rooms sold by total rooms avallable

Revenue per Avajlable Room (RevPAH) The total room revene divided by total rooms available,
Occupancy multiplisd by ADR is equal to RevPAR.

Smith Travel Research (STR): STR fracks supply and demand data for the hote! industry within the
U.S, and globa”y

COPYRIGHT © JONES LANG LASALLE IP, ING. 2012. All Rights Reserved
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7.2 Moscone Center Existing Facility SWOT Analysis

. Strengths

Draw of San Francisco as a destination, strong
airfitt

Proximity fo high-quefity hote! inventory
Proximity fo signiffcant number of country’s high-
{ech companiss :

Professional and dedicated convention sales team:

Oppottunities

Addition of configuous exhibit space {o belter
accommodate groups that are ouigrowing the
current faclfity

COPYRIGHT @ JONES LANG LASALLE IP, INC. 2012. Al Fights Reserved
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Weaknessas

» Constrainis on physicat expansion: fimited ability 1o
expand verfically and create more venuas with
natural lighting
Some parts of convention center are in need of
renovation .
Lack of adjoining or adjacent headquarters hotel
Limited staging area for trucks detivering

" exhibitors' equipment

Threats

Loss of convention rotations fo other cities
Expansion of convention centers in San Diego and
Los Angefes ' ‘
Increases o cost structure with regard i union

" labor, hotel rates, &lr fraved
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Summary Attendance Projecfion Pro-Forma

_ The table below shows JLLH's detafled attendance projections fdr each expansion scenatio. It shouid be noted
- that two scenarios, Third Street Addition on its own and Howard Street Connector on its own, prasented below
were removed from the Ecohomic impact Analysis, since they will not ba considered on thelr own.
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‘74 Visitor Spend !mpac; based on Incremental Attendance

The below table detafls the visitor spending Impact resulting from the incremental attendance projected in
Scenario 5, which pertains to Al Three Expansions. For each fiscal year, the incremental atiendance fi igures are
multiplied by the average per parson spend figures for each of the categories as provided by San Francisco
Travel. The tables for the cther six expansion scenarios are saved in JLLH'S project files.

R

~41,170
-qif0 -SjARsgs3
4umn -1ess
1,170

Locsng Sad 5t 245614 SE2IStE
Fasewans i Hokls - sareq 245508 . 521,501,705
& Obar Rastrznls s 2078 5,140,108
ok EET-3 2TpE Shemess
Enlshirentd Sghsesg stioss ATHE  SZES30
Local Teanspotizion SATET 247815 S10098174
Sasthub Servias s M08 SUIEAD

farRenkl T sE 267,08 540,35

sata NS SIIETIE BN

Reshranks i Hols 49606 7251 SUAENE

Al OFer Rastaurans sy F0EE  EGIIEMT . .

Real Slszs3 MGEE  SI229,608 !
Enbrklumatd Sohkaehg sts NGO SBETIH

Lol Trmporakn [ N0 SUZAH

as/An Sanvkos sEn UYHT  ROMET

Car Reskl . 25 . JEps SIS

Source: dones Lang LaSalle Hotels, based on IMPLAN data
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7.5  Total Visitor Spend Econumic !mpact based on IMPLAN Muliipliers

The below fable details the full economic mpact from visflor spending resulting from the incremental additional
. attendance levels as'projected in Scenario 5, which pertains to Al mree Expansions. The tables for the other
four scenarios are saved in JLLH's project files.

T ‘Scenario 3 Visitor Spending Impact {in 2012 §) : o

201ﬁ/2035 fmpast Type Einployment Laborincome Valus Addsd  Ouiput
DirectFlact- 20310 -$8488,756  -§11,651,009 -$13,744,480
SN Incirect Effact 228 $1,770518  -$2,640,316  -$3,842543 .
Induced Efect -36.9 42418823  -$4,089,016  -§5881,637
Total Effect 262,70 -S12,678,096 _ -$18,380:430 -523,464,660

2015:'2016 Impact Type . Employment’  Labor lncome Value Added . Ouiput
: Direct Efect 17050 $7,140742  -$9,799862  -$11,519,712
-$1,482731.  -$2212078  -$3,219,069
Induced Effsct -3 $2,032,776  -$3435308  -$4042,914
SRR Total Effect 22050 $10,656,243 5448338 -§18.651,696
2018/2017 {mpact Type. | 1t Labor income.” d - Outpit
: DirectEfiect 4. $1505876  $2275405  §3,476073
Indirect Eflect . $447,042 $667,221 $970,883
finduced Effect 4 $485,108, $820,091 $1,178,515
SN Total Effect . $2538,020  SITIEVIT $5.8285T8
20172018  {mpact Type - Employment- Labor [ncome™: Yalue Added - Output .

: Direct Effact 707.60 326,642,427 .$36921,340  $57,693,989
Indirect Eflect 948 §7413434  $11069,417  $16,106,060

fnduced Efect 1229 $8045893  $13,601,876. - $19,584,865

RN Total Eifect 92520 542,101,753 $61,592,633 §9%364,914
201872018 Impact Type. Employment” Laboslncome - Value Added”  Output
Diract Efect 1,038.60 $30,168824  $54,197,156  $84,839,314

Indiract Efiect 132.3 $10,893834  $16267,854 $23,665,212

Induced Efisct 180.4 $11,813,410 - $10971,016  $28,726,.202

S Total Effect - 1,35820  $61,516077  S90,496,006  $137,234,728
2019/2020 lmpact Type ™ Employment... Labor incoms = Valua Added - Cutput -

; Direct Efct 117850 - §44,414,839  $61,550,252  $96,524,862
Indirect Eflect 158.3 $12,385,026  $18,497.091  §26,911,809

Induced Efisct 204.9 $13419,248  $22686728  $32,631,029

Total Effect / $70219,112  $102,733.070 $156,067,600

N 2020/2021 . Impact Typ ployr _Eabarlnco :Ma Vo Qutput
" S Diroct Efect 1,278.90 $48,157,41 866,736,722 §104,851,747
indirect Efiect 171.2 $13.443233  $20,080,208 - $29,214,376

Induced Eiect 2222 $14553,209  $24503,050  $35,388,395

Total Effect 167300 $76154,043  §111,419,981 $169,455,018

R 2021/2022 {mpact Type RSN Loy SRR Al Valus Added © Ontgut

Direct Effect 1,380.00 $51967.000  $72,016,084 $113,359,339 -
Indirect Efiact 185.7 $14522,757  $21,605546 $31,563,713
induced Efect 233.9 $15,708,400 - $26,555,636  $38,197,484
TolalEffect - 1,80560  $82,198,166 $120,267,346 $183,120,536

i Indirect Efiect -18

Source: Jones Lang LaSalle Hote!s, based on iMPLAN tata
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7.6 Annual Incremental Economie 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 expansion scenarics,

Scznaee 1Employment
Visitor Sp2ading

Total
prrecl  Indwael  nouszd
Effect  Effecl  Effect-

{ntuten
Eifect

DucctEdieer  fmgiraet EMfact

. 20ivz0izF

. -
2012120137 . .
2093/2014F - .
2HHREE . .
2015120165 - .

B SUIERDITF - .
2017/208F 236 2
2ulaizisF 518 7
2018/2020F 568 %
PUP0/RTF 17 82

Bosyisteas 668 80

Branans 2 .
Vislie: Epgnding Talal
Disted  Indineil  Indueed

Dirnti Ellest  indims Effact  Edtoet Elfec)  Effzy.
20112012 - - - - - - -
20t2/2013F - « . . - -
20132014F - - - - - - -
antaf20isF (23 25 @0 feo3) [ o (9
2015/2Dt6F st} {13} (3 {1 {19) (at)  f2)
2076/28t7F 43 : 8 7 43 3 7 L
2017/20(BF a2 63 82 a2 63 82 17
201B/2010F - 518 70 8q 519 n b 58
P013/2020F 612 B2 195 81z -3 105 00
2020/2021F . OB 1] 15 - B2’ B . 115 &5

% 124

20F1Z022F T 5§ 124 iz

Srernsnc 3 Empleyment
Yizitsr Spending
mguced 3 Dirset  Indirser Induce

Disecl Efszl Ingizes Eitert | Effzet  Effem E.

201 1/2012F -
201z201aF - - - - . -

2012 4F < - - - - - -
2014f201SF {209 e} B e {23} (@ (29
201skR015F {179 ng ) () (8 B 2y
2016/2017F 4 ] 7 4 ¢ 7 &
BO17/20EF 278 . ow % o 7 % 364 .
20B/Z019F 606 8l 05 B 8 105 ™2
201020 699 o4 121 639 9 12 o4
2020021F 7 ] 1% 7 | 130 281

EORVRGZE :1] 108 12 81 108 139 10

“Total ]
Dirget  tndiredd Induced . .
Effert . Etfect .  Total

Visitor Epending |

Indugst
Efest

Ingirzrt Eifect

Direz) Sttect

2011LZ02F - - - - - - -
2012/2013F - - - - - - -
Z0122014F - - - - - ~ -
20(4/2M5F - - - - - -
2015/2018F - - = < ~ - -
20 ERTF - - - - ‘- - -
2077/216F - 68§ ] 115 665 B8, 115 Hep
2018/2018F 852 128 168 852 128 165 145
201820207 1,043 14 182 1,048 41 182 1an
202002021F 1T 154 189 1147 15 . 129 1,600
2RI 24T 168 217 124 168 21t
Seenaria 5 EmpleyTenl
Visitar Spending Tossl
Induced | Direel  Indirect  Ingused
Dnpet Elicet ineirect Elert  Elecl | Efleo) - Eflesl |
Fidytrgv.d - < . - B . -
2012/2013F - - e L . - .. .
20M32018F - - . - - - .
nigenisE (209 T B B S < I I
2015/2016F a1 [ o {18} [ 5]
2MB201TF 43 [ 7 L] § 7 =
2017/204BF 708 85 123 708 -] {fza - w5
20ig/2010F 1,039 139 180 1,08 338 180 1958
2019/2020F - - 1,180 158 205 1180 =8 205 1543
26202021F 1218 1z 222 1,21 12 22 1573
22wt 1380 188 240 130, 1m6 40 1886
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Caldeira, Rick

‘From: Calvillo, Angela

‘Sent: Wednesday, January 30, 2013 11:30 AM

To: Caldeira, Rick; Young, Victor; Nevin, Peggy

Subject: _ FW: Controller's Office, Office of Economic Analysis Report: Moscone Expansion Project,

January 30, 2013

" For the Hearing curréntly occurring in B&F.
Rick, Please make sure the Committee members received.
Thanks

Angela Calvillo
Clerk of the Board

From: Toy, Debbie

Sent: Wednesday, January 30, 2013 11:24

To: Calvillo, Angela; BOS-Supervisors; BOS-Legislative Aides; Kawa, Steve; Leung, Sally; Howard, Kate; Falvey, Christine;
Elliott, Jason; Campbell, Severin; Newman, Debra; Rose, Harvey; sfdocs@sfpl info; gmetcalf@spur org; Matz, Jennlfer,
Lane, Maura

Cc: Egan, Ted; Liao, Jay; controller@sfgov.org

Sub]ect Controller's Office, Office of Economic Analysis Report: Moscone Expansion PrOJect January 30, 2013

" The proposed legislation would authorize the City to issue approxnmately $500 million in Certificates of Participation
(COPs) to fund an expansiom of the Moscone Convention Center. The expansion project would occur during the 2014-19
period. The COPs would be backed by the Moscone Center, which is owned by the City, and would be repaid through an

" assessmeit on San Francisco hotel reven'ue‘s, and a General Fund contribution. ' '

The Moscone Center is the city's primary means of attracting large conventions to San Francisco. These conventions are
a major source of demand for the local tourism industry. The SF Travel Association and Jones Lang LaSalle Hotels (JLLH)
have conducted market research that suggests San Francisco is at a competitive disadvantage against other cities with
larger, more integrated convention facilities. Local hotels will benefit from greater demand for hotel rooms from more-
conventions. The City stands to benefit from owning a more valuable asset, and to the extent there is a positive
econdmic and fiscal impact associated with the expansion. ' :

The Office of Economic Analysis estimates that the expansion project can be expected to create an average of 790 jobs
_during the 2013-2019 construction spending period, peaking in 2017 and 2018 when the bulk of the construction
spending is expected to occur. After completion, the city will have up to an additional 1,240 permanent jobs per year on
average from spending by new visitors brought to the city by a larger convention center.

Further, the project will also likely create financial benefits for hotels, in the form of higher hotel rates that exceed the
assessment they will be charged to fund the expansion. The City will also receive indirect tax benefits, through higher

hotel, sales, and business taxes, that should exceed the City's General Fund contribution in th first full year of operation
after the expansion and thereafter.

However, the city's fiscal and economic benefits will be limited by the the difficulty in expanding hotel capacity in San
Francisco. If hotel capacity could be added more readily, more visitors could be accommodated and the economic and
riscal benefits to the city would be greater.

http://co.sfgov.org/webreports/details.aspx?id=1531
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Debbie Toy .

Executive Assistant to Monique Zmuda, Deputy Controller
City and County of San Francisco

Office of the Controller

City Hall, Room 316

1Dr. Carlton B. Goodlett Place

San Francisco, CA 94102-4694

Tel: 415-554-7500

Fax: 415-554-7466

Email: debbie.toy@sfgov.org
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CITY AND COUNTY OF SAN FRANCISCO

OFFICE OF THE CONTROLLER : - Ben Rosenfield |
: o : ‘ ' : Controller
Monique Zmuda
- Deputy Controller
January 30, 2013
' 0
_ o= 2
The Honorable Board of Supervisors ‘ 3 o i: =3
City and County of San Francisco . - [ zoo
Room 244, City Hall o _ P P S
. e n2
- Angela Calvillo , o=
Clerk-of the Board of Supemsors I 5
Room 244, City Hall i =

Re: Office of Economic Analysis Impact Report for File Numbers 130015, 130016, and 130043

Dear Madam Clerk and Members of the Board:

The Office of Economic Analysis is pleased to present you with its economic impact report on file numbers
130015, 130016, and 130043, “Moscone Expansion. PrOJect > If you have any questions about this report, please =

contact me at (415) 554-5268.
Best Regards,

ot

Ted Egan
- Chief Economist

cc Victor Young, Committee Clerk, Budget & Finance Committee
415-554-7500 ‘ City Hall » 1 Dr. Carlton B. Goodlett Place 515511 316 » San Francisco CA 94102-4694

FAX 415-554-7466
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City and County of

Certificates of __um&n__umzos to Fund the Moscone
Expansion Project: Economic Impact Report

Office of Economic Analysis
January 30th, 2012

Item #130016
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Outline of ﬁ:m _.mumm_mzo:

* The proposed legislation would authorize the City to issue approximately $500
million in Certificates of Participation (COPs) to fund an expansion of the
“‘Moscone Convention Center.
e The expansion project would occur during the 2014-19 period.

-» The COPs would be backed by the Moscone Center, which is owned by the City,
and would be repaid through two sources, over the 2019-2047 period.

— an assessment on the receipts o_n_:o.nm_m in San Francisco, equaling 1.25% of revenues
for hotels near the Moscone Center, and.0.3125% in the rest of San Francisco.

— a General Fund contribution of between $8 million and $10 million per year.
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Background

The Moscone Center is the city's primary means of attracting large conventions
to San Francisco. These conventions are a major source of demand for the _Onm_

tourism industry.

The SF Travel Association and Jones Lang LaSalle Hotels (JLLH) :m<m conducted
market research that suggests San Francisco is at a competitive a_mmn_<m:ﬂmmm
against other cities with larger, more integrated convention facilities.

Hotels in the city have formed the San Francisco Tourism Improvement District
(TID) as a means to assess themselves to invest in facilities that develop the
tourism industry in the city.

The proposed Moscone expansion will be jointly funded by the .:U m:a the City.
The TID will benefit from greater demand for hotel rooms from more
conventions. The City stands to benefit from owning a more valuable asset, and
to the extent there is a positive economic and fiscal impact associated with the
expansion. | |
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Economic and Fiscal Impact Factors

The overall economic _B_umnﬂ of the expansion is ﬁ:m combination of both _uo,n._g<m
and potential negative impacts.

Positive impacts:
—~ 'Increased construction spending in San Francisco

Increases in convention attendees, leading to increased demand for hotel rooms, net
increase in visitors, and higher hotel rates.

— Increased spending associated with net increase in visitors.

Potential increase in the value of the City-owned asset and higher fee payments from
convention organizers.

Potential negative impacts: | |
— Financing costs: TID assessment costs on hotels

— Financing costs: opportunity cost of General Fund support | o
— Repayment risk to the City
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Economic Hanmnﬂ Assessment:

| no:_chn.n_o: and Financing Costs
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e Construction and financing costs: The project is expected 8 nOmﬂ mv_uﬂox__jmﬂm_«\
$500 million, spent between 2014 and 2019.

e It will be funded through the issuance of no_um ﬁ:mﬁ will be paid back over a N@-

- year period beginning in 2019. |

e At a conservative assumption 9n 6% interest, financing costs will equal $35.5
million per year for 29 years, and total amount financed will be roughly double
the construction cost. Actual financing costs will depend on market conditions
and will likely be less than 6% based on past experience.

' » Two-thirds of the financing cost will be borne by the :oﬁm_m\ with one-third falling

on the City's General Fund.

* However, the City's General Fund contribution to the ::m:n_:@ is equal to E:mﬂ
the City currently spends promoting San Francisco through the SF Travel
Association. The City's contribution can thus be seen as a continuation of its
capital investment in Moscone. _
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Economic Impact Assessment:
New Convention Capacity and Hotel Demand

e Based on JLLH research, convention attendance is mx_omnﬁmn_ 8 increase to 1.207
~million peryear by Nomo 21 without the expansion?.

e With the expansion, according to JLLH projections, convention attendance will
increase to 1.474 million per year—an increase of 267,000 attendees annually.

e With-an average stay of 3.5 days, the expansion <<oc_n_ Uﬂoacnm an m:::m_
increase in demand oﬁ 934,500 room-nights.

1~ Jones Lang LaSalle Hotels, Moscone Convention Center Expansion, Phase Il Cost Benefit Analysis, March 18, Noém p. 42.
2 — Jones Lang LaSalle Hotels, Moscone Convention Center Expansion, Phase Il Cost Benefit Analysis, p. 48.
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Economic Impact Assessments:
Hotel Capacity, Planned Supply, and Net New Visitors
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More detailed econometric research would be required to precisely estimate how

this increase in demand would lead affect hotel revenues, occupancy, and rates.
Nevertheless, some impacts are clear given the readily-available data.

o JHHL has reasonably assumed a maximum possible hotel occupancy rate of
- 87.6%, while PKF Consulting has reported that San Francisco hotels have already
achieved an 83% occupancy for 2012 (through November).

* JHHL further notes that the development pipeline for hotels is limited, with just
- two projects planned in the Moscone area, accounting for only about 250 rooms.

» If these projects were built and existing hotels in the city all reached their
maximum feasible capacity, with no other source of growth in the local hotel
industry, 65% of new convention demand could be accommodated without
displacing other, non-convention-attending, hotel guests.

e - This suggest the maximum number of net new hotel guests mm:m_,m,ﬁma by the
Moscone expansion could be Hum 000 per year, or 65% of the new convention
attendance.
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Economic Impact Assessment: New Visitor m_umsn_im

The SF Travel Association produces annual estimates of visitor spending. These

estimates do not distinguish between convention attendees and other <_m_8_‘m to
San Francisco.

Based on SF Travel's spending profiles, the up .8 175,000 net new visitors will

spend a maximum of ﬁmo million per year A_: 2011 3\ in the ﬁo__oé_:@ mvm:n__:@
categories:

— Lodging: $61 million

— Restaurants: $36 million

— Retail (including exhibitors): $48 million
— Entertainment: $15 million

— " Transportation: $19 million

City and County of San Francisco
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Economic Impact Assessment: Rate Impacts and Repayment Risk
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e Given the limited capacity of the local hotel industry to absorb the demand that
- the Moscone expansion will create, hotel rates will likely rise, because of the
project, by a greater percentage than the TID assessment.

e Thus, from the perspective of the hotel industry, the m__x_um:mmo.: project is likely
to pay for itself.

o It also suggests that the City's aum«\_jm:ﬁ :m_A mmmon_m,ﬁma with the COPs is
minimal.

565




#
2
O |
-
T
L'
N
[«
2
[ o=
-
°
)
9
=

Economic Impact Assessment: REMI Model >:m._<_mmm

The om_nm of Economic Analysis's Wm_<: model of the San Francisco economy’

was used to estimate the QQ -wide economic effects of the impacts n__mncmmma in
this report.

Specifically, we modeled the impact of: |
—  $500 million in construction spending spread over the 2014-19 period.
~  $180 million in annual visitor spending beginning in 2020 until 2045.

— $0 impact in higher hotel assessment costs, as hotel rate increases from the project
should more than offset any negative impact of the assessment on the hotel industry.

—  $8 - $10 million annual reduction in local government mcm:a_:@ because of the General
Fund support of the project.

All of these effects create mulitiplier effects in the local mno:03< E:_n: the REMI
model calculates and totals.
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REMI Model Results

- Economic Impacts of the Moscone Expansion Project, 2013-2045 . The project can be

: _ . - expected to create an.
average of 790 jobs-during

1o . the 2013-2019 construction
spending period, peaking in

1 120 2017 and 2018 when the

bulk of the construction

C spending is expected to

100 occur.
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80 After completion, the city
will have up to an additional
1,240 permanent jobs per
year on average from new .

-visitor spending. The job
40 impacts of this new visitor

spending will outweigh the
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the project.
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City and County of San Francisco

Fiscal HBUmnﬁm

The City will also receive mmnm_ benefits from the economic growth created by the

project. Transient Occupancy (Hotel) Tax, mm_mm Tax, and Business Tax revenue

can all be expected to increase.

In 2019, when completion is complete, the City mﬁms% to receive $0.6 3____03 in .
new Ucm_:mmm tax revenue, $1.5 million in new sales tax revenue, and $10.9

~million in new hotel tax revenue, for a total of $13.0 million. This assumes 3%

inflation until 2019, and the accommodation of 175,000 new no:<m::o:
attendees in San Francisco hotels.

This estimate does not assume any increase in hotel rates due to the nmumn_a\

limitations in the hotel industry, so ﬁ:m actual hotel tax revenue noc_n_ be higher
than this estimate.

The $13.0 million in indirect tax revenue exceeds the City's mm:ma_ _nc:n_

no:q_ccgo: and will continue-to grow m_o:@ with inflation into the future.
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Conclusions

The proposed- Moscone Expansion _uﬁemnﬂ is expected to create an average of
790 jobs during the construction phase, and an average of 1,240 permanent jobs
after construction is completed.

The Eo_mn.n will also likely create financial benefits for :oﬁm_m_\ in the form of
higher rates, that exceed their TID assessment.

The indirect tax benefits to the City should exceed the DJ\ s General _uc:a
contribution in the first full year of operation after the expansion.

However, the city's fiscal and economic benefits will be limited by the city's-
inability to expand hotel nmnmn_a\ in line with the expanding nmnmn_.Q of the
Moscone Center.

If hotel capacity could be added more ﬁmmn___S more visitors could be
accommodated and the economic and fiscal Um:mﬁ_.ﬁm to the n_a\ would be
@_\mmﬁmﬂ
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.mﬁmm no:ﬁmnﬁm

(415) 554-5268 |
ted.egan@sfgov.org

Ted Egan, Chief Economist
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