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Moscone Expansion District

Introduction and Background :

In 2008, the San Francisco hotel community and the Board of Supervisors approved
the San Francisco Tourism Improvement District (T7D), which authorized a small
assessment on tourist hotel room revenue in order to fund promotion of the City
and County of San Francisco (City) as a meeting and tourism destination. The TID
assessment also raised funds for the renovation of the Moscone Convention Center,
and for exploration of its potential expansion.

In the years since, increased sales, marketing and promotion have helped transform
San Francisco’s hotel room market into one of the healthiest in the country as
measured by increases in year-over-year average daily room rates (ADR} among the
top 25 destinations!.

In addition, we are proud to report that a public/private partnership, consisting of
the TID, industry stakeholders, and City agencies, has successfully completed a $56
million renovation of the Moscone Convention Center, a major generator of hotel
room demand, on time and on budget. The portion of the TID assessment allocated
to renovation of the Moscone Convention Center is set to expire at the end of 2013.

The TID has also begun to address the need to expand the Moscone Convention
Center. In a city in which convention attendees and exhibitors comprise nearly 30%
of overnight hotel guests,? a healthy meetings and tradeshow market is vital to
maintaining occupancy and room rates. Because large conventions generally make
destination decisions 5 to 15 years in advance, convention room-blocks are the base
upon which hotels layer mid- and short-term business, essentially lecking in a
foundation of business a decade or more in advance.

However, the existing three-building configuration of Moscone Center is effectively
filled to capacity; it is occupied an average of 70% of any given year, essentially full
when factoring in holidays and move-in/move-out days. Therefore, it is impossible
to significantly grow the San Francisco convention market without providing
additional meeting and exhibit space. Further, major customers have told us thatin
addition to needing more space, they need more contiguous space than the ex1stmg
facilities can offer.

The Moscone Expansion District (MED or the District) provides the mechanism for
this effort. If approved by the hotel community and the Beard of Supervisors, this
assessment will help fund the design, engineering, planning, entitlements, and

1Smith Travel Research {5TR) Monﬂﬂy Hotel Review, December 2011 (refers to percent change in Averaga Daily
Rate (ADR), Revenue Per Available Room {RevPAR) and Rooms Revenue between the calendar year 2011 vs.

2010.
% San Francisca Travel Association/Destination Analysts “San Francisco Visitor Industry Economic
Impact Estimates 2011” fPage 4, “Percent Group Meeting”, 2011]



" construction of the proposed expansion of Moscone Convention Center. The
improvements contemplated are estimated to cost up to $500 million.

Project Description :

The Moscone Center Expansion Capital project (the PrOJect} is managed through a
public/private partnership between the City and the hotels participating in MED.
The MED will partner with the City in financing the Project, which currently includes
reconfiguring the North and South exhibit halls to create up to 550,000 gross square
feet (gsf) of contiguous exhibit space (including supporting “pre-function” space), a
new 35,000 - 75,000 gsf ballroom, up to 200,000 gsf of meeting space, and up to
100,000 gsf of loading/service space. In addition to adding space to the current
convention facilities, the proposed expansion will include improvements to-
landscaping, urban design, and streetscape within and adjacent to the Moscone
Convention Center campus. The MED will finance many of the soft costs related to
the Project including, for example, architectural and engineering design,
construction management/general contractor, project management, consulting fees,
legal fees and debt service. The MED will also finance a portion of the general
construction costs, which will also be financed with City funds.

If, over the life of the District, excess funds are raised within the maximum
assessment collection allowed in the Management District Plan for the life of the
district, but beyond what is required for the Project, including required debt service
to pay any bond, financing lease (including certificates of participation) or similar
obligations to the City, the board of directors of the “owners association” governing
the District may, in consultation with the City, allocate those funds toward financing
additional development, expansion, Tenovation, or capital improvements to the

'Moscone Center Campus. The City owns the existing Moscone Convention Center,
and will also own the expanded Moscone Conventlon facilities and improvements
financed by District and City funds.

The MED will partialIy fund the repayment of bonded indebtedness, financing lease
(including principal and interest on any certificates of participation executed

_ therein), or other similar obligations (the “Bonds”), together with any related
professional consulting, architectural and other professional fees and issuance costs
required for the construction of the Moscone Expansion. The MED will also provide
funding for convention business attraction efforts including {a) a Convention
Incentive Fund, to be used to help atiract important meetings to San Francisco by
offsetting convention center rental, a practice used by many other cities that
‘compete with San Francisco for major convention business, (b) increased, targeted
sales and marketing of convention business, (c) a capital reserve fund for future
improvements and upgrades to Moscone Center, and (d) funds for costs incurred in
the formation and for the administration of the District.



Project Oversight

The Department of Public Works (DPW) has direct fiscal oversight on the
expenditure of public funds. DPW has the primary responsibility for overseeing the
expenditure of funds related to construction and support services. The Office of
Economic and Workforce Development (OCEWD) will oversee expenditures related
to pre-development costs, such as environmental review and entitlements.-

In addition, DPW will provide oversight of MED funds spent on development and
renovation activities within the MED budget, since they are being used for a City-

. owned building. All RFPs with respect to design and construction activities issuéd
by the MED for the project will be reviewed by DPW.

The Citjr and the MED will enter into a Memorandum of Understanding that will
outline specific roles and responsibilities for the management of the Moscone
Expansion Project.

Together, these efforts will help maintain and grow San Francisco’s hotel room .
market well into the future. Without them, the City faces the continued loss of large
conventions that have outgrown the current, non-contiguous Center; additional
losses of groups that will outgrow it in the coming years; and losses from smaller
groups that could book one building in the Center, but cannot currently find space
due to lack of capacity.



TABLE 1

Executive Summary of Moscone Expansion District

. 2 R

Name of District

Purpose of the District

Moscone Expansion District (“MED” or the “District”) - )

To expand the George S. Moscone Convention Center in San
Francisco, California. The existing convention: center is
increasingly too small and provides insufficient contiguous
space for certain cenvention customers. An expansion of
the facility, including an increase in contiguous space, will
help attract and retain more and larger conventions to the
Moscone Center, providing benefits to hotels within the
District by generating additional revenue from increased
room nights, rates, and related hotel guest spending.

In furtherance of providing benefits to hotels within the
District, assessment funds will also be used for a
Convention Incentive Fund, to help attract significant
meetings to San Francisco; a Moscone Center Sales and
Marketing Fund, to promote the convention center to

. meeting, convention and event planners; ‘a Capital

Improvements and Renovations Fund, to cover future
upgrades and improvements of Moscone Center; and for
administration of the District, including funds for an
operating contingency and for reimbursement of District
formation costs. Assessment funds, if available, will also
be used to fund additional development, expansion,
renovation, and capital improvements to the Moscone
Center Campus. : '

*- Benefits from the planned expansion will accrue to tourist

hotels within the District boundaries. Zone 1 hotels will

pay a higher assessment than Zone 2 hotels because the

estimated benefits to Zone 1 hotels is expected to be
greater. Zone 1 hotels are located within a defined

" geographic proximity to Moscone Center, and are readily

accessible to the Moscone Center and its surrounding area
via the City’s transportation infrastructure. Proportional
benefits will ‘'accrue to tourist hotels in Zone 2 via
“compression” ie, studies show that increased convention
activity generates higher demand for the limited supply of
hotel rooms in Zone 1, which in turns increases demand
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Assessed Businesses
and Boundaries of the
District

Improvements and
Activities, including
categories of
expenditures

. for hotel rooms in Zone 2, i
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th occup;ncy and

room rates within Zone 2.

- The District shall include all tourist hotels operating in the

City & County of San Francisco that generate revenue from
tourist rooms, and which are located in the following
geographic areas:

Zone 1: Tourist hotels with addresses:
e Onoreast of Van Ness Avenue
o On or east of South Van Ness Avenue, and
e On or north of 16t Street from South Van Ness
to the Bay, including all tourist hotels east of Van
Ness Avenue as if it continued north to the Bay,
and north of 16t Street as if it continued east to
the Bay. : '

Zone 2: Tourist hotels with addresses:
‘e West of Van Ness Avenue and South Van Ness
Avenue, and
s South of 16t Street.

The boundaries of Zones 1 and 2 of the MED are identical |
to the boundaries of Zones 1 and 2 of the TID.

A map of the District and a list of existing tourist hotels
within the District are set forth in the Management District
Plan. Because this is a business-based District, tourist
hotels that open for business within the District in the
future will also be subject to the assessment.

e Planning, design, engineering, entitlement,
construction, project management and related services
for expansion of the Moscone Convention Center,
including related payments for any bond, financing
lease (including certificates of participation) or similar
obligations of the City. :

e Funding of a Moscone Convention Center Incentive
Fund, which will be used to atiract significant
meetings, tradeshows and conventions to San
Francisco via offset of rental costs.




Assessments and
Assess_ment
Methodology

S S e o AR S A B
e Funding of a Moscone Convention Center Sales &
Marketing Fund to provide increased funding for sales
and marketing of convention business, with a focus on
generating increased revenues for hotels that pay the
assessment. '

o)

s Funding of capital improvements and renovations,
including a capital reserve fund to cover future
upgrades and improvements to the Moscone
Convention Center.’

e Allocation of funds to. pay for District formation,
operation and administration, and to establish and
maintain a contingency reserve. :

e In consultation with City, funding of expenses for
development and implementation of future phases of
expansion, renovations or capital improvements if
there are funds available in excess of those needed for
the Project.

Tourist hotels within the District will pay assessments
based on the following formula. During the life of the
District, the benefits that will accrue to each assessed
business within each zone will correlate directly to the rate
of assessments in that zone. '

Zone 1:

s With respect to.gross revenue from tourist rooms
generated during the period beginning with
" commencement of the assessment through
December 31, 2013, the assessment shall be 0.50%

of gross revenue from tourist rooms.

* With respect to gross revenue from tourist rooms
generated beginning January 1, 2014 until the
termination of the District, the assessment in Zone 1
shall be 1.25% of gross revenue from tourist rooms.

Zone 2:

s With respect to gross revenue from tourist rooms




Maximum Collections

Financing Activities

Duration of District

generatd during the eriod beginning with
commencement of the assessment until the
termination of the District, the assessment shall be

0.3125% of gross revenue from tourist rooms.

Annual revenues generated from assessments will

. fluctuate over the life of the District based on actual gross

revenues from tourist rooms, subject to the maximum
assessment set forth in the Management District Plan.

The assessment formula is designed. to levy
assessments on the basis of the estimated benefits
that will accrue to the tourist hotels within the
District.

“Gross revenues from teurist rooms” is defined in
the Management District Plan.

It is anticipated that the District will enter into an
agreement with the San Francisco Tax Collector’s
Office for collection of the assessment and for
certain enforcement functions.

No more than a total maximum of $5,766,814,000 in

assessment funds will be collected during the 32-year term
of the MED. The maximum allowable assessment to be
levied annually for the duration of the MED is set forth in
the Management' District Plan. Each year’s maximum
annual assessment reflects a potential 10% increase over
the previous year. It should be noted that these are
maximum annual collections allowed under this plan;

actual annual collections may be significantly less,

depending on market conditions.

It is anticipated that in connection with financing of all or a
portion of the District’s improvements and activities, the
City will issue bonds, financing lease (including certificates
of participation) or similar obligations, and that District
funds will be used in furtherance of repayment of those
obligations. [t is expected that the Bonds will be issued in
2017 to fund expansion-related activities.

The District will begin imposing assessments on tourist
room Tevenue beginning the later of July 1, 2013, or the

9




Formation

first day of the calendar quarter after a final ]udgment 15
entered by a court validating the issuance of City
indebtedness for the Moscone Expansion Project, .and
. related establishment of the District and levy of the
assessments (the Commencement Date). The term of the
district is 32 years after the Commencement Date.

Formation of the District requires submission to the San
Francisco Board of Supervisors of written petitions signed
by the owners of tourist hotels in the District that will pay
more than 30% of the assessments proposed to be levied.
After submission of those petitions, the San Francisco

- Board of Supervisors may approve a resolution of intention.

fo form the District. If this Resolution of Intention is
approved by the Board of Supervisors, the City's
Department of Elections will mail out assessment ballots to
all tourist hotels that would be subject to assessment in the
proposed District. During the special ballot election period
tourist hotels within the District will be entitled to vote
based on a weighted-voting formula. If tourist hotels
representing at least 50% of the total estimated
assessments proposed to be levied on all tourist hotels in
the District cast ballots, and at least two-thirds of the
returned weighted ballots are in favor of the formation of
the District and levy of assessments, the Board of
Supervisors will vote on whether to establish the District
and levy the assessments.

The “Weight” calculated for the petlhon vote and ballot
election is determined by the assessment each tourist hotel
will pay into the district compared to the total assessments -
estimated to be collected in year one. Year one maximum
assessment collection estimates are based on 12 months of
projected collections at the assessment formula of 1.25%
and 0.3125% for tourist hotels located in Zones 1 and 2
respectively; calculated on the assessable gross roocm
revenue from tourist rooms of calendar year 2011 as
reported by hotels. The City will tabulate the petition and
ballot results and will assign a “weight” to each hotel based
on its calendar year 2011 assessable gross room revenue
from tourist rooms in relation to its portion of the total
MED assessment in year one. If a hotel changed ownership
after the hotel’s 2011 assessable gross income was
reported to the City, the “weight,” for purposes of this Plan,

10



Management of the
District

City Contribution to
Costs of Expansion

shall be calculated based on the 2011 assessable gross
income from tourist rooms as reported to the City by the
hotel prior to the ownership change. A majority vote of the
Board of Supervisors is required to establish the District
and levy the assessments.

The District will be managed by the non-profit San
Francisco Tourism Improvement District Management
Corporation (“SFTIDMC”), the same organization that

manages the San Francisce Tourism Improvement District.

“The City & County of San Francisco, subject to approval of

the Board of Supervisors, will commit the following
towards the repayment of Bonds issued in connection with
the $500 million Project: '

e Contribution of $8.2 million in fiscal year 2019 with
an increase of 3% per year through fiscal year 2028
up to cap of $10.7 million, with a continuing
contribution of no less than $10.7 million per year
for the remainder of the term of the District (the
City’s “Base Contribution”).

« Inaddition, 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 this plan.

o 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.

| City contributions will partially fund the repayment on any

bonded indebtedness or - financing lease (including
principal and interest on any certificates of participation).
issued to finance related professional consulting,
architectural and other. professional fees and issuance
costs, or similar obligations issued or incurred in
connection with the expansion, together with a portion of ‘
the hard construction cost. The project will be built using
an alternative project delivery method called Construction
Manager/General Contractor {(CM/GC). The MED will select

11



SAEREEES

Flow of Funds

Surpluses

the CM/ GC w1th 1nput from the C]ty, and the MED ) will fund
the cost of the CM/GC. The City will expend construction
costs by procuring, pursuant to the City’s contracting rules,
and paying for the trade contractors. The trade contractors
will be overseen by the CM/GC funded by the MED. The City
is the owner of the existing Moscone Convention Center,
and will also own the expanded Moscone Convention
facilities financed by District and City funds.

The City will collect MED revenues from hotels, withhold

funds from those revenues allocated to Development

Activities in the Plan necessary to pay debt service, fund the
Stabilization Fund and Sinking Fund, and fund repayment
of the City’s contribution toward shortfall in debt service
costs from prior years, and transfer to the MED the portion
of revenue per the allocation outlined in the Management
Plan. -

For purposes of this plan, “Surpluses” mean any excess
MED revenue allocated to Development Activities in the
Plan that are not needed to fund the MED contributions
toward debt service, i.e, excluding the City Contribution
toward debt service outlined above. Surpluses shall be
apphed as follows:

1. Tofund a Stabilization Fund of up to $15,000,000, to
be drawn upon in any year when lower than ‘
expected MED collections cause MED’s contributions
toward debt service to be lower than the sum set’
forth in cash flow projections with respect to the
debt service for the Project; then

2. To fund a Sinking Fund in an amount equal to
annual debt service beyond expiration of the District
term less City Contribution; then

3. To the City as repayment for the City’s contribution

 toward shortfall in debt service costs from prior
years, Le, City contributions, if any, in excess of the
City’s Base Contribution as outlined above; then

4. To the MED to fund future development, expansion,

renovation, and capital improvements to the
Moscone Center Campus.

12



5. Any funds remaining in the Stabilization Fund or
Sinking Fund no longer needed for debt service, i.e,
upon final maturity of the debt instruments, shall be
distributed to MED or its successor, in consultation
with the City and the San Francisco Travel
Association or its successor, for use consistent with
part 4, above.

Notwithstanding the foregoing, with respect to funds
allocated to the above funds 1 through 3, the City shall have
the sole discretion to apply Surpluses among those three
funds in the order it deems in the best interests of the City.

13



Name of District :
The District shall be known as the Moscone Expanswn District (“MED" or the
“District”}.

Purpose of the District

The District will be formed in order to expand the George S. Moscone Convention
Center in San Francisco, California to provide funding to attract significant meetings,
tradeshows and conventions, and provide for significant future improvements and
upgrades.

Why Expand Moscone Convention Center?

Moscone Convention Center is a primary driver of hotel room demand in San
-Francisco. However, Moscone Center is the smallest among 13 convention centers
that are most competitive with it, particularly in terms of saleable exhibit space.?
Among this same set, convention centers in at least two cities, Los Angeles and San
Diego, have completed expansion or are in the process of expanding, while at least
one, Las Vegas, is putting substantial capital into renovating the public spaces in and
around its convention center.

Meeting planners regularly report record attendance when holding events in the
City, compounding the need for additional space. San Francisco ranks particularly
favorably among international convention attendees due to the large amount of
direct air service. In addition, San Francisco’s position as a gateway to Asiabodes
well for technology and medical meetings in particular, which attract grovwng
numbers of A51an attendees?.

However, if Moscone Center is not expanded, San Francisco stands to lose a number
of current conventions that will outgrow the existing center, won’t win back
meetings that have already left due to size constraints, and will lose small meetings
that currently cannot be accommodated in one or two of the existing three-building
campus due to lack of available dates.

In addition, 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.

In fact, San Francisco has already lost meetings representing $2,057,000,000 in
direct spending as a result of space issues, for meetings with dates between 2010
and 2019. These events instead booked convention centers in Chicago, Las Vegas,
San Diego ‘and other cities, taking with them delegate spending, tax revenue and
other economic impact.®

? ]ones Lang LaSalle Hotels, “Moscone Convention Center Expansion Cost Benefit Analysis” fPage 29]
]ones Lang LaSalle Hotels, “Moscone Convention Center Expansion Cost Benefit Analysis” [Page 35]
° Jones Lang LaSalle Hotels “Moscone Conventmn Center Expansion Cost Benefit Analysis® [page 23]
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Benefits from Moscone Center Expansion

The planned expansion of the Moscone Center will be financed via a partnership
between the tourist hotel community and the City. The tourist hotel community will
pay its share of expansion-related costs out of District assessments. The City will
pay its share of expansion-related costs out of general fund revenues or other funds
and sources. The District and City will each pledge revenues to pay principal, .

- interest and related financing costs on payments of any bond, financing lease
(including certificates of participation), or other similar obligations of the City that
will be issued to facilitate the expansion. Based on this shared-cost scenario, the
tourist hotels within the District will derive economic benefits from the portion of
the expansion paid for with District assessments. The City will derive economic
benefits in return for its financial commitment. The benefits that are unigue to the
hotels, and the other benefits, are described below.

Benefits to Hotels that Pay the Assessment

Expansion of Moscone Center will generate benefits for tourist hotels within the
District that will pay the assessment, which will not accrue to those not charged.
Industry studies demonstrate that expansions of convention centers in markets
competitive with San Francisco generate growth in hotel “RevPAR” (revenue per
available hotel room). Consistent with that finding on a national basis, past
expansions of Moscone Center have led to higher real RevPAR growth for San
Francisco hotels. Studies indicate that increased convention attendance arising
from this new, proposed expansion of Moscone Center, combined with the incentive
fund and targeted sales and marketing expenditures designed to maximize lodging
performance, will generate increased hotel demand, with a positive impact on
RevPAR via higher hotel occupancy rates and average daily room rates.¢ Assessed
businesses, therefore, receive the benefit of higher yields, derived through the
practice of maximizing revenue based on predictable demand. Studies also indicate
that in addition to increased occupancy and room rates, hotels in the District will
also derive increased revenues from their ancillary facilities, such as hotel
restaurants, bars, meeting space and spas.” Further, hotel values are likely to be
directly enhanced or increase by the completion of the Moscone Convention Center
proposed expansions.?

Zone 1 hotels will pay a higher assessment than Zone 2 hotels because it is expected
that Zone 1 hotels-will achieve a greater positive impact on RevPar. Zone 1 hotels .
are located within a defined geographic proximity to Moscone Center, and are
readily accessible to the Moscone Center arid its surrounding area via the City’s
transportation infrastructure. Proportional benefits will accrue to tourist hotels in
Zone 2 directly, and via “compression,” ., when groups using Moscone Center fill
tourist hotel rooms in Zone 1 (increasing their occupancy and average daily rate),

¢ Jones Lang LaSalle Hotels "San Francisco Lodging Market Forecasting Study” [§5.2]
7 Jones Lang LaSalle Hotels “San Francisco Lodging Market Forecasting Study” [§5.2]

8 Jones Lang LaSalle Hotels “Moscone Convention Center Expansion Impact” [§1.3]
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the data shew that other bookings, such as transient commercial, group tour, and
leisure visitor business, are pushed into tourist hotels in Zone 2 {increasing
occupancy and average daily rate at those hotels). In sum, hotels in Zone 1 are
expected to receive approximately three times RevPAR benefit, and four times profit
per available room, as compared to hotels in Zone 2.9 This differential, which also
manifests in a different rate of increase in hotel values between the two zones,
provides the basis for structuring two levels of assessment.

Other Economic Benefits _
In return for the City’s financial contribution to the expansion of Moscone Center, it
is expected that increased convention activity will generate increased economic
activity in the City. In 2011, activity from meetings, convéntions and trade shows
accounted for $1.8 billion in spending in the City10. Expert projections, based on
studies of expansions in competitive markets and on past expansions of Moscone
Center, indicate that expansion of Moscone Center will generate additional
economic activity in the form of increased spending for Iocal businesses and
increased tax revenue for the City.12

A Record of Success: The San Francisco Tourism Improvement District
The expansion will be managed by an experienced team that includes the San
Francisco hotel community, the City and County of San Francisco, the managers of .
Moscone Convention Center, and the San Francisco Travel Association, which is

. responsible for marketing convention center space.

This team collaborated to create the San Francisco Tourism Improvement Districtin
2008, increasing funding to sell, market, and promote the City as a visitor
destination. Funds were also used to renovate the Moscone Convention Center and
to explore its expansion in light of competitive pressures.

The renovation, completed in May 2012, was accomplished on time and on budget.
Much-needed repairs were made to both Moscone South (epened in 1981) and
Moscone North {opened in 1992), neither of which had seen any significant capital
improvements. New way-finding signage, energy efficient lighting and HVAC
systems, upgraded bathrooms, new paint and carpet, and Center-wide wireless
access have vastly modernized the complex.

The issues of size and contiguous space remain serious obstacles, however, and led
the SFTID to commission two separate studies, from Economic Research
Associates/AECOM in 2010, and Jones Lang LaSalle Hotels (JLLH) in 2012. For these
studies, a comprehensive set of data was gathered, including:

« Competitive convention center information

¢ Jones Lang LaSalle Hotels “San Francisco Lodging Market Forecasting-Study” [§1.3]

19 San Francisco Travel Association/Destination Analysts “San Francisco Visitor Industry Economic
Impact Estimates 2011” {Page 4, “Grand Total: Convention Impact”, 2011}

! Jones Lang LaSalle Hotels “Moscone Convention Center Expansion Cost Benefit Analysis” [§6.8]

16



e Interviews with major Moscone Convention Center users
~e Analysis of Lost Business Reports generated by San Francisco Travel
o Trends in the meetings market

The ERA/AECOM study showed that, without additional exhibit space, the number
of Moscone Convention Center-based meetings will decline as larger groups move to
other cities with more space, and as smaller groups are unable to book space due to
lack of availability. The JLLH report is studying various expansion scenarios.

An advisory committee has been formed to provide industry input from the
assessed tourist hotels. It includes representatives of the San Francisco Tourism
Improvement District Management Corporation (SFTIDMC) Board of Directors,
representatives appointed by the Hotel Council of San Francisco, and
representatives of City government.

In addition to funding Moscone Convention Center expansion, the District will fund
a Convention Incentive Fund, which will be used to attract significant meetings,
conventions and tradeshows to San Francisco. In the increasingly competitive
convention market, many first tier cities (and several second and third tier cities, as
well) provide convention center rental offsets in order to attract meetings with
significant economic impact. San Francisco has made similar funds available in the
past, and will be at a competitive disadvantage without the continuation of these
funds. The District will also fund a Moscone Center Sales and Marketing Fund, for -
the purpose of generating increased revenue-for hotels that pay the assessment by
promoting the convention center to meeting, convention and event planners, and a
Capital Improvements and Renovations Reserve Fund, to cover future upgrades and
improvements so that the Moscone Center buildings remain competitive with
convention centers in other cities and do not once again fall into digrepair. Funds
will also be allocated to build and maintain a contingency reserve, for costs related
to formation of the District, and for the administration of the District, such as
payment to the City’s Treasurer and Tax Collector for the costs of collecting,
enforcing, and distributing assessments, and payment for staff and professional
services needed to run the District. Lastly, funds may be used to fund future
development, expansion, renovation, and capital improvements of the Moscone
Center campus.

17



Assessed Businesses and Boundaries of the District

This will be a business-based district that shall include all tourist hotels operating in
the City & County of San Francisco that generate revenue from tourist rooms, and
whu:h are located in the following geographic areas: :

Zone 1: Tourist hotels with addresses:
* Onor east of Van Ness Avenue
e On or east of South Van Ness Avenue, and
¢ On or north of 16% Street from South Van Ness to the Bay, including all
tourist hotels east of Van Ness Avenue as if it continued north to the Bay,
and north of 16ttl Street as if it continued east to the Bay.

Zone 2: Tourist hotels with addresses
¢  West of Van Ness Avenue and South Van Ness Avenue and
s South of 16% Street.

_ The boundaries of Zones 1 and 2 of the MED are identical to the boundaries of Zones
1 and 2 of the Tourism Improvement District.

Because they will benefit from the improvements and activities funded by the

District, and because this is a business-based district, future tourist hotels that open
for business within the District will also be subject to the assessment.
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Map of the District
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Proposed Annual Operating Budget, including lmprovements and Activities,

and categones of expenditures

(The FY 2013 /14 projected budget is set forth below.}2 Annual budgets for
subsequent years will be outlined in annual reports prepared by SFTIDMC and
submitted to the Board of Supervisors as required by applicable law. )

Funding of a capital reserve to pay for future renovations of and
improvements to the Moscone Convention Center complex, to
include capital improvements, but not including general
maintenance or general repairs.

Surplus funds in this category at the conclusion of any year may
be transferred to other MED categories of expenditures upon a
majority vote of the board of d1rectors of the MED owners
association.

Percent Budget
of Budget
. ‘Allocated
Imprevements and Activities to Types
of
Activities
Development Activities : 87.5% $16,915,500
e Planning, design, engineering, entitlement, project management '
and related development services for the Project, which it is
projected will include reconfiguration of existing non-contiguous
space to create up to 550,000 gsf of contiguous exhibit space, and
new meeting rooms, ballroom, and loading and service spaces.
¢ Construction costs for of the expansmn of the Moscone
Convention Center as noted above.
« Financing costs related to the Project, including those associated
with the payments of any bond, financing lease (including
certificates of participation), or other 51mllar obligations of the
City. :
Rengvation Activities 1% $193,320

12 The FY 2013/2014 projected annual budget assumes that the District Commencement Date is no later
than July 1, 2013, and thus reflects a full twelve months of assessment revenue. The proportionate
allocation of District fands among budget categories for the life of the Disttict is set forth in Table 2.
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Convention Business Attraction Activities
e TFunding of a Moscone Convention Center Incentive Fund (MCCI
Fund), which will be used to attract significant meetings,
tradeshows and conventions to San Francisco.

e Surplus funds in this category at the conclusion of any year may
be transferred. to other MED categories of expenditures upon a
majority vote of the board of directors of the MED owners
.association.

e Funding of a Moscone Convention Center Sales and Marketing
Fund, to be used by San Francisco Travel Association in the sales,
marketing and promotion of the Convention Center o meeting,
convention and event planners and customers. These funds will
augment current. general convention promotional funding, and
will be used to generate increased revenue for hotels that pay the
assessment via targeted sales and marketing of the Convention
Center to clients who can book some or all of the space.

o Funds for this category will be allotted beginning in year 5.

e Surplus funds in this category at the conclusion of any year may
be transferred to other MED categories of expenditures upon a

majority: vote of the board of directors of the MED owners

association.

9%

0%

. $1,739,880

$0

Administration of the MED and Operating Contingency Reserve
These funds will be used to cover administrative costs and expenses
related to the operation and administration of the District, including, for
| example: ,
e Payment of the operational and admmlstratwe expenses of
SFTIDMC in its capacity as owners association of MED

¢ Reimbursement of the cost of services and other expenses to the

City Treasurer and Tax Collector, the Office of the City Attorney,
the Controller's Office, and other City departments for audit,
collection, enforcement, and disbursement of the assessment, and
related administrative functions.

o Administration, assessment and enforcement functions related to
the MED assessment, which are contingent on the management
contract between the City and the MED

e Surplus funds in this category at the conclusion of any year may
be transferred to other MED categories of expenditures upon a

2.5%

$483,300
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majority vote of the board of directors of the MED owners
association.

Total

Surpluses

Any Surpluses (defined in this Plan as "any excess MED revenue allocated to
Development Activities in the Plan that are not needed to fund the MED
contributions toward debt service, i.e., excluding the City Contribution toward debt

'service") shall be applied as outlined in the “Surpluses” section of this Plan,

" Formation Costs

In year 1 of the MED, up to $685,000 to cover costs incurred in forming the District
(Formation Costs) may be allocated. Formation Costs eligible for recovery through
assessments include actual costs incurred by the MED steering committee, the San
Francisco Tourism Improvement District, San Francisco Travel Association, and by
the City and County of San Francisco arising out or of or related to the formation
process. Such reimbursable Formation Costs include, for example, costs arising out
of or related to (a) the costs of preparation of the management district plan and
engineer’s report or other expert reports required by state law or to be included
with the management district plan (b) the costs of circulating and submitting the
petition to the Board of Supervisors seeking establishment of the District, {¢) the
costs of printing, advertising and giving of published, posted or mailed notices, (d)
the costs of engineering, consulting, legal or other professional services provided in
support of formation of the District, including, for example, project management of

| _ the formation process, contract negotiation and drafting, and the provision of legal

advice and representation with respect to formation of the District, (€) costs of any
ballot proceedings required by law for approval of a new assessment, (f) set up of
the MED assessment billing and collection systems by the City and County of San
Francisco, including reimbursement of actual costs by the City Treasurer and Tax
Collector, and (g) related consultant and attorney fees, consistent with Section
1511 (d) of the San Francisco Business and Tax Regulations Code. The basis for
determining the amount of Formation Costs payable by the MED assessment shall
be actual costs incurred. Legal fees and related costs incurred in connection with the
validation of debt issuance and of the related establishment of MED and levy of
assessments, including related legal proceedings, shall be paid for by District
revenues and shall not be considered * Formatlon Costs.”
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Assessment and Assessment Methodology

Assessment Method - Gross Revenue from Tourist Rooms

Tourist hotels within the District will pay assessments on the basis of the estimated
benefit to those hotels. Further, the assessments imposed will provide benefits to
tourist hotels within the District that are not provided to businessesthat do not pay
the assessment, and will not exceed the reasonable costs of conferring those
benefits. Those benefits, which will accrue from the portior of planned expansion of
the Moscone Center paid for with the funds raised by the assessments and related
MED activities and improvements, include increased RevPAR (revenue per available

‘hotel room) in the hotels within the District, resulting from increases in such hotels’
average daily room rates and occupancy rates arising from increased convention
activity, and increased sales and marketing activity for the convention center
designed to increase revenue to hotels that pay the assessment.

The assessment will be paid by tourist hotels within the District based on gross

revenue from tourist rooms in those hotels, based on the following formula. During’

the life of the District, the benefits that will accrue to each assessed business within
_each zone will correlate directly to the rate of assessments in that zone.

Zone 1:

¢ With respect to gross revenue from tourist rooms generated during the
period beginning with commencement of the assessment though December
31, 2013, the assessment shall be 0.50% of gross revenue from tourist rooms.

¢ With respect to gross revenue from tourist rooms generated beginning
January 1, 2014, until the termination of the District, the assessment shall be
1.25% of gross revenue from tourist rooms.

Zone 2Z:
e With respect to gross revenue from tourist rooms generated during the
period beginning with commencement of the assessment until the

termination of the District, the assessment shall be .3125% of gross revenue
from tourist rooms.
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For purposes of calculating the MED assessment, “gross revenue from tourist
rooms” means: the consideration received for occupancy valued in money, whether
received in money or otherwise, including all receipts, cash, credits, and property of
any kind or nature, without any deduction therefrom whatsoever. Gross revenue
from tourist rooms will include only the following charges regardless of how such
charges are characterized:

a) Charges for a guest room (including non- refundable deposits) regardless of
_ whether the guest uses the room;

b} Charges for additional guests to occupy the room;

c} Charges for guaranteeing the availability of a room (sometimes referred to-as
guaranteed “no-show” charges}, regardless of whether the guest uses the
room (excluding event attrition fees and event cancellation fees paid by
event organizers)

For purposes of this plan, “tourist room"” and “guest room” are used
interchangeably. : :

Exemptions .

The following charges and revenues shall be exempt from payment of the
assessments:

a) Charges for guest rooms occupied by perménent residents, defined as: "Any
' o_cc,upant'as of a given date who has or shall have occupied, or has or shall
have the right of occupancy, of any guest room in a hotel for at least 30
consecutive days next preceding such date;”

b) Revenue from the lodging of airline crews, ie, lodging provided to airline
cockpit and/or cabin crews pursuant to an agreement between a hotel and
an airline, which is in furtherance of or to facilitate such crews’ performance
of their jobs for the airline, including layovers between flights; or

c) The City's Transient Occupancy Tax collected on the room rent and remitted
to the City; : :

~ d) Revenue from the San Francisco Tourism Improvement District assessment
established in 2008, including any renewals or extensions therecf; :

e) Charges for guest rooms located in youth hostels that are owned and
operated echuswely by and for non-profit entities;

f) . Charges for guest rooms that are subject to the room rate exemptlon for the
San Francisco Transit Occupancy Tax under Article 7, section 506(c) of the
San Francisco Business & Tax Regulations Code, as amended from time to
time; and

+ g) Charges for gnest rooms located in non-profit, purely private social clubs that
make guest rooms available only for the use of their members. The term
“purely private social clubs” means non-profit, private membership clubs,
whose primary purpose is social, which are owned by a limited membership,

-and which do not advertise or promote the use of their facilities by the
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public. Further, entities that allow guest rooms to be occupied by non-

members, including via reciprocal arrangements with other clubs or

organizations or upon referral of a member, shall not constitute “purely
_ private social clubs” as defined herein.

The assessment formula will remain the same throughout the duration of the
District. Annual revenues generated from assessments will fluctuate over the life of
the District based on actual gross revenues from tourist hotel rooms, subject to the
maximum assessment set forth in the Management District Plan. Any annual budget
surplus or deficit will be rolled into the following year's MED budget.

Time and Manner of Collecting Assessments

The MED assessment, including the collection and enforcement of any delinquent
assessments and imposition of interest and penalties per City and County of San
Francisco Business and Tax Regulations Code Article 6, as it may be amended from
time to time, will be collected and enforced by the Treasurer and Tax Collector of

- the City (the Treasurer and Tax Collector). The Treasurer and Tax Collector shall
transfer the assessment payments on a quarterly basis to the SFTIDMC, a non-profit
corporation that is designated as the Owners Association for the District. The
SFTIDMC will manage and administer the MED pursuant to a management contract
- with the City, as approved by the Board of Supervisors. The management contract
will also include provisions identifying and defining procedures for collection and
enforcement of the assessment, including, for example, hotel and recordkeeping
requirements, audits, assessment of penalties and interest, claims, and refunds.

Number of Years Assessment will be Levied

As indicated elsewhere in this plan, the capital improvements to the Moscone Center
will be financed, in part, by either bonds, financing lease (including certificates of
participation), or other similar obligations of the City, to be paid by revenues from
the MED and the City. The amount of debt service to retire the MED portion of the
indebtedness shall not exceed the amount of revenue estimated to be raised from
the assessment. For that reason, and because some of the assessment funds are
allocated to expenses other than servicing such debt, the assessment will be Ievied
for 32 years beginning with the Commencement Date. For example, if the
Commencement Date is July 1, 2013, the assessment will be levied through June 30,
2045. -

Total Maximum Amount of Annual Assessment Revenue
~ No more than a total maximum of $5,766,814,000 in assessment funds will be
collected during the 32-year term of the MED. The maximum allowable assessment

to be levied annually for the duration of the MED is set forth below in Table 2. Each
year’s maximum annual assessment reflects a potential 10% increase over the
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previous year. It should be noted that these are maximum annual collections
allowed under this plan; actual annual collections may be significantly less
depending on market conditions.

Financing for Moscone Expansion Improvements

Designated assessment funds will used to pay financing costs, including those
associated with the issuance and payment of principal and interest on bonds,
financing lease (including certificates of participation), or other similar obligations
of the City to pay for the development costs associated with the Moscone Expansion
Project, including planning, design, engineering, entitlement, project management
and related development services, as well as construction of Moscone Expansion
capital improvements. ' ' '
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TABLE 3 -
Maximum Amount of Annual Assessment Revenue

Year Fiscal Year Maximum Collections
1 2013/14 - $19,332,000
2 2014/15 - $29,597,500
3 2015/16 © $32,557,000
4. 2016/17 : $35,812,500
5 2017/18 : $40,388,500
6 2018119 $45,528,500
7 2019/20 $50,188,000
8 2020/21 $55,207,000
9 2021122 $60,727,500 -
10 2022/23 $67,356,500
11 2023/24 $74,648,000
12 2024/25 $82,112,500
13 2025/26 $90,324,000
14 2026/27 $99,356,500
15 2027/28 $109,293,000
16 2028/29 $120,222,500
17 2029/30 ' $132,244,000
18 2030131 - $145,468,000
19 2031/32 $160,015,000
20 2032/33 $176,017,000
21 2033/34 $193,619,000
22 2034/35 $212,981,000
23 2035/36 $234,279,500
24 - 2036/37 $257,707,500
25 2037/38 $283,478,500
26 2038/39 $311,826,500

27 2039/40 $343,009,000
28 2040/41 $377,310,000
29 2041/42 . $415,041,000
30 2042/43 $456,545,500
31 2043/44 - $502,200,500
32 2044/45 ~ $552,420,500

$5,766,814,000
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Implementation Timeline
Formation

- Formation of the District requires submission to the San Francisco Board of

- Supervisors of written petitions signed by the owners of tourist hotels in the District
that will pay more than 30% of the assessments proposed to be levied. After
submission of those petitions, the San Francisco Board of Supervisors may approve
a Resolution of Intention to form the District. If this Resolution of Intention is
approved by the Board of Supervisors, the City’s Department of Elections will mail
out assessment ballots to all tourist hotels that would be subject to assessment in
the proposed District. During the special ballot-election period, tourist hotels within
the District will be entitled to vote based on a welghted voting formula. If tourist
hotels representing at least 50% of the total estimated assessments proposed to be

*levied on all tourist hotels in the district cast ballots, and at least two-thirds of the

. returned weighted ballots are in favor of the formation of the District and levy of

assessments, the Board of Supervisors will hold a vote on whether to establish the

Dlsn ict and levy the assessments

The “Weight” calcuiated for the petition vote and ballot election is determined by
" the assessment each tourist hotel will pay into the district compared to the total
assessments estimated to be collected in year one. Year one maximum assessment
collection estimates are based on the 12 months of projected collections at -
assessment formula of 1.25% and 0.3125% for tourist hotels located in Zones 1 and
2 respectively, calculated on the assessable gross room revenue from tourist rooms
of calendar year 2011 as reported by hotels. The City will tabulate the petition and .
ballot results and will assign a “weight” to each hotel based on its calendar year
2011 assessable gross room revenue from tourist rooms in relation to its portion of
~ the total MED assessment in year one. If a hotel changed ownership after the hotel’s
2011 assessable gross income was reported to the City, the “weight,” for purposes of
this Plan, shall be calculated based on the 2011 assessable gross income from tourist
rooms as reported to the City by the hotel prior to the ownership change. A
majority vote of the Board of Supervisors is required to establish the District and
levy the assessments.

Duration

The District will begin imposing assessments on tourist room revenue beginning the
later of July 1, 2013, or the first day of the calendar quarter after a final judgment is
entered by a court validating the issuance of City indebtedness for the Moscone
Expansion Project, and related establishment of the Disirict and levy of the
assessments (the “Commencement Date”). The term of the Dlstnct is 32 years after
the Commencement Date.

DisestainShinent
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If there is no indebtedness, outstanding and unpaid, incurred to accomplish any of
the purposes of the District, the District may be disestablished under any of the .
following circumstances:

(1) If the Board of Supervisors finds that there has been a misappropriation
“of funds, malfeasance, or a violation of law in connection with management of the
" District;

(2) During the operation of the District, there shall be-a30-day S&tiodeach
year in which assessees may request disestablishment of the District. The first such
period shall begin one year after the date of establishment of the District and shall
continue for 30 days. The next such 30-day period shall begin two years after the
date of the establishment of the District. Each successive year of operation of the
district shall have such a 30-day period. Upon the written petition of the owners or
authorized representatives of businesses in the District who pay 50 percent or more
of the assessments levied, the Board of Supervisors shall pass a resolution of
' intention to disestablish the District. The Board of Supervisors shall notice a hearing
on disestablishment; or

(3) A supermajority of eight or more members of the Board of Supervisors
may initiate disestablishment proceedings for-any reason.

All outstanding indebtedness must be paid prior to disestablishment of the District.

Formation Schedule

Task : Estimated Date of Completion
Final approval of Management District Plan by MED September 2012 :
Advisory Committee :

Distribute petitions endorsing plan to affected MED hotel September 2012
business owners/operators

Submit minimum 30% weighted petitions endorsing Plan October 2012
| and proposed assessments to the Board of Supervisors
(BOS)

Introduce Resolution of Intention to Form the MED, with October 2012
final Management District Plan and supporting documents,

to BOS
BOS Committee hearings November 2012
BOS vote on Resolution of Intention at public hearing November 2012
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Department of Elections mails ballots, 45 Day Ballot
Election Period Initiated

November 2012

BOS. Committee hearing/meeting and final public hearing
at BOS, on Resolution to Establish District and levy
assessments; ballots due and counted; District established
and assessments levied.

'| January - February 2013

.Management contract with City executed

June 2013

MED Assessment becomes effective

The later of July 1, 2013, or no more
than 30 days after a final judgment
of validation

First Quarterly MED Assessment payment transferred to
SFTIDMC . -

Not later than 45 days after the
quarterly filing deadline following
the effective date, above.

MED services initiated

Not later than 45 days after the
quarterly filing deadline following
the effective date, above.
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Governance of the District

The District will be managed by the San Francisco Tourism Improvement District
" Management Corporation, a 501c{6) non-profit corporation (SFTIDMC), the same
organization that manages the San Francisco Tourism Improvement District. The
SFTIDMC has been in operation since 2009 and has established policies and
procedures to effectively manage the funds and business affairs of the SFTID.
Significant cost savings will be realized by not establishing a new organization.

The SFTIDMC is responsible for the recent renovation of the existing convention
center, which was accomplished on time and on budget. The renovation process
included input from San Francisco’s major convention customers - the Center’s
users — with oversight by the assessed businesses in the TID. Because Moscone
Convention Center is booked to 70% of capacity, the SFTID worked with Center
management, City agencies and private contractors to ensure that work did not
displace previously booked business while fitting into previously unsold periods.

Under the terms of California’s Property and Business Improvement District Law of
1994, as amended, the SFTIDMC is designated as the “owner’s association” for the

' District, meaning that it will enter into a contract with the City, and will have the
authority to manage the District and ensure that the improvements and activities
described in this plan are carried out. The SFTIDMC has entered-into an agreement
~ with the San Francisco Travel Association (SFTA) to provide administrative services
in support of TID operations. It is anticipated that SFTIDMC will enter into a similar
agreement with SFTA for the new District.

The SFTIDMC is governed by a volunteer, 11-member Board of Directors. The
majority of seats on the Board are reserved for representatives of the San Francisco
. hotel industry. Also, a majority of Board members shall be present or former
directors of SFTA. Specifically, the structure of the SFTIDMC Board of Directors is as
follows:

»  Six seats are reserved for appomtees representing tourist hotels;
=  One seat is reserved for the Chair of San Francisco Travel Association;
= QOne seat is reserved for a representative of the Moscone Convention Center;
and _
»  Three seats are reserved for at-large members of the tourism business
community of San Francisco.

Meetings of the SFTIDMC are open to the pubhc Notice is posted on www, sftld com
and at the San Francisco Public Library, Main Branch.
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Proposed City Financing of Moscone Convention Center Expansion

‘The City recognizes the significance of the convention industry to the economic
health of the City. To that end, and in recognition of the critical component that the
Moscone Convention Center plays with respect to sustaining growth in this area, in
addition to the proposed establishment of the MED, the City, subject to approval of -

_the Board of Supervisors, will authorize the execution and delivery of City
indebtedness, the proceeds of which will be used to pay a portion of the costs for the
expansion of the Moscone Convention Center, estimated at $500 million. The City,
subject to approval of the Board of Supervisors, will commit to payment of the
following sums toward the Project, including debt service, as follows: '

s Contribution of $8.2 million in fiscal year 2019 with an increase of 3% per
year through fiscal year 2028 up to cap of $10.7 million, with a continuing
contribution of no less than $10.7 million per year for the remainder of the
term of the District (the Clty‘s “Base Contribution”).

e [n 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 defailed
in this plan.

» * 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 Clty’ s $8.2 million -
$10.7 million contribution. .

City contribution will be used for payment on any bonded indebtedness, financing
lease (including principal and interest on any certificates of participation executed -
therein); or other similar obligations of the City issued to finance related
professional consulting, architectural and other professional fees and issuance costs,
together with a portion of hard construction cost. The project will be built using an
alternative project delivery method called Construction Manager/General
Contractor (CM/GC). The MED will select the CM/GC, with input from the City, and
the MED will fund the cost of the CM/GC. The City will expend construction costs by
procuring, pursuant to the City's contracting rules, and paying for trade contractors.
The trade contractors will be overseen by the CM/GC funded by the MED. The City is
the owner of the existing Moscone Convention Center, and will also own the
expanded Moscone Convention facilities financed by District and City funds.

Flow of Funds

The City will collect MED revenues from hotels, withhold funds allocated to

Development Activities in the Plan that are necessary to pay debt service, fund the

Stabilization Fund and Sinking Fund, and fund repayment of the City’s contribution

toward any shortfall in debt service costs from prior years, and transfer to the MED
the portion of revenue per the allocation outlined in the Management Plan.
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Surpluses

For purposes of this plan, “Surpluses” mean any excess MED revenue allocated to
Development Activities in the Plan that are not needed to fund the MED
contributions toward debt service, ie, excluding the City Contribution toward debt
service outlined above. Surpluses shall be applied as follows:

1.

To fund a Stabilization Fund of up to $15,000,000, to be drawn upon in
any year when lower than expected MED collections cause MED'’s
contributions toward debt service to be lower than the sum set forth in
cash flow projections with respect to the debt service for the Project;
then : ' ‘

"To fund a Sinking Fund in an amount equal to annual debt service -

beyond expiration of the District term less City Contribution; then

To the City as repayment for the City’s coniribution toward any shorifall
in debt service casts from prior years, ie, City contributions, if any, in
excess of the City’s Base Contribution as outlined above; then

To the MED to fund future development, expansion, renovation, and
capital improvements to the Moscone Center Campus.

Any funds remaining in the Stabilization Fund or Sinking Fund no longer
needed for debt service, i.e., upon final maturity of the debt instruments,
shall be distributed to MED or its successor in consultation with the City
and the San Francisco Travel Association or its successor, for use
consistent with part 4, above.

Notwithstanding the foregoing, with respect to funds allocated to the above funds 1
through 3, the City shall have the sole discretion to apply Surpluses among those
three funds 1 through 3 in the order it deems in the best interests of the City. '
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Appendices

A.

B.

List of Assessed Businesses
Smith Travel Research (STR) Monthly Hotel Review, December 2011

San Francisco Travel Association/Destination Analysts “San Francisco Visitor
Industry Economic Impact Estimates 2011"

]ones Lang LaSaHe Hotels, “Moscone Convention Center EXpansmn Cost

: Beneﬁt Analy51s"

]ones Lang LaSalle Hotels “San Francisco Lodging Market Forecasting Study”

jones Lang LaSalle Hotels “Moscone Convention Center Expansion Impact”
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Appendix A - List of Assessed Businesses

All tourist hotels operating in the City and County of San Francisco that generate
revenue from tourist rooms shall be included in the MED and assessed throughout
the term of the MED, as more specifically provided for in this plan. The following is a
list of hotels known at the time of adoption of this plan, which generate revenue
from tourist rooms. Because this is a business-based District, hotels that generate
revenue from tourist rooms that open for business within the District in the future
will also be subject to the assessment.

Hotel Name. Address Zone
1005 LARKIN ST 1005 LARKIN ST 1
1010 POST ST 1010 POST ST 1
1233-1235 MONTGOMERY ST A 1233 MONTGOMERY ST 1
1617 POLK RENTAL 1617 POLK ST 1
217-241 COLUMBUS APTS 237 COLUMBUS AVE 1
30-36 CASTLE ST APT 30 CASTLE ST 1
481 MINNA ST INN 481 MINNA ST 1
5 NIGHT-SYC@THE DONATELLO 501 POST ST 1
556 LARKIN ST - 556 LARKIN ST 1
620 JONES STREET 620 JONES ST 1i
626 OFARRELL ROOMS 626 OFARRELLST 1
‘| 647 CLAY ST APTS 647 CLAY ST 1
654 GRANT AV RENTALS 654 GRANT AVE 1
656 PACIFIC RENTALS 656 PACIFIC AVE 1
735 WASHINGTON APTS 735 WASHBINGTON ST "1
752 PACIFIC AVENUE 752 PACIFIC AVE . 1
754 BROADWAY APTS 754 BROADWAY ST 1
809 STOCKTON ST APARTMENT 809 STOCKTON ST 1]
815 CLAY ST RENTALS 815 CLAY ST 1
868 CLAY ST BLDG 868 CLAY ST 1
912 JACKSON RENTALS ‘912 JACKSON ST 1
977 FOLSOM HOTEL 977 FOLSOM ST 1
AALOHA CONDOS 440 PACIFIC AVE 1
ABBY HOTEL 630 GEARY ST 1
ABIGAIL HOTEL THE 246 MCALLISTER ST 1
ACER HOTEL 280 OFARRELL ST 1
ADANTE HOTEL 610 GEARY ST 1
ADMIRAL HOTEL 608 OFARRELL ST 1
ALDRICH HOTEL 439 JONES ST 1
ALEXANDER INN - 415 O'FARRELL ST 1
ALEXIS PARK SAN FRANCISCO 825 POLK ST 1
ALKAIN HOTEL 948 MISSION ST 1
AMERICA HOTEL 1075 POST ST 1
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AMERICANIA HOTEL

121 7THST 1
AMERICAS BEST VALUE INN S 10 HALLAM ST 1
AMERICAS BEST VALUE INN-U 505 OFARRELL ST 1
AMSTERDAM HOSTEL 749 TAYLOR ST 1
ANDREW HOTEL THE 624 POSTST - 1
ANSONIA HOTEL 717 SUTTER ST 1
ANSONIA-CAMBRIDGE HOTEL 711 POST ST 1
ARGONAUT HOTEL '495 JEFFERSON ST 1
ARTMAR HOTEL 433 ELLIS ST 1
AUBURN HOTEL 481 MINNA ST 1
'BAKER HOTEL 1485 PINE STREET 1
BALBOA HOTEL 120 HYDE ST 1
BALDWIN HOTEL 321 GRANT AVE 1
BASQUE HOTEL 15 ROMOLO PL 1
BAY BRIDGE INN 966 HARRISON ST 1
BAYSIDE INN AT THE WHARF 1201 COLUMBUS AVE 1
BEL-AIR HOTEL 344 JONES ST 1
'BERESFORD ARMS HOTEL 701 POSTST 1
BERESFORD HOTEL 635 SUTTER ST 1
BESTINN 116 TAYLOR ST 1
BEST WESTERN CIVIiT CENTER ° 364 9TH STREET 1
BILTMORE HOTEL 735 TAYLOR ST 1
BOSTON HOTEL 140 TURK ST 1
_BRISTOL HOTEL 56 MASON ST 1
BUDGET INN 1139 MARKET ST 1
CABLE CAR COURT HOTEL 1499 CALIFORNIA ST 1
CABLE CAR HOTEL. 1388 CALIFORNIA ST 1
CADILLAC HOTEL 380 EDDY ST 1
CALIEORNIA HOTEL 910 924 GEARY ST 1
CAMPTON PLACE SF A TAJ HT 340 STOCKTON 1
CARLTON HOTEL 1075 SUTTER ST 1
CARRIAGE INN - 140 7TH ST 1
CASA MELISSA 615 UNION §T 1
CASTLE INN 1565 BROADWAY ST 1
CASTRO HOTEL INC 705 VALLEJO ST 1
CATHEDRAL HILL HOTEL 1101 VAN NESS AVE 1]
CATHIDRAL HILL HOTEL, 1101 VAN NESS AV 1
CHANCELLOR HOTEL 433 POWELLST 1
CHASE HOTEL - 1278 MARKET ST 1
CHINESE GENERAL PEACE ASS A8A SPOFFORD ALY 1
CHL INTERNATIONAL ASSOC | 120 FLLIS ST 1
CIVIC CENTER INN 790 ELLIS ST 1
CLUB DONATELLO 501 POST ST 1
CLUB DONATELLO OWNERS ASS 501 POSTST 1
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424 CLAY ST

CLUB QUARTERS SAN FRANCISCO 1
COLUMBUS HOTEL 354 COLUMBUS AVE 1
COLUMBUS MOTOR INN 1075 COLUMBUS AVE 1
CORNELL HOTEL 715 BUSH ST 1
COURTYARD BY MARRIOTT AT 580 BEACH ST 1
COVA HOTEL 655 ELLIS ST 1
CRESCENT SAN FRANCISCO 417 STOCKTON ST 1
CW HOTEL 917 FOLSOM ST 1
DA VINC! VILLA 2550 VAN NESS AVE 1
DAKOTA HOTEL 606 POST ST 1
DANIEL K YOST 52 SONOMA ST 1
DESMOND HOTEL 42 6TH ST 1
DONNELLY HOTEL 1272 MARKET ST 1
DRAKE HOTEL 235 EDDY ST 1
EARLE HOTEL THE 284 GOLDEN GATE AVE 1
EDDY HOTEL ‘ 640 EDDY ST 1
EDGEWORTH HOTEL LLC 770 OFARRELL ST 1
EL DORADO 1385 MISSION ST 200 1
EMBASSY UM A 610 POLK ST 1
EMPEROR NORTON 615 POST ST 1
ENCORE EXPRESS A NOB HILL 1353 BUSH ST 1
ENTELLA HOTEL 905 COLUMBUS AVE 1
EUROPA HOTEL 310 COLUMBUS AVE 1
EUROPEAN HOSTEL 761 MINNA ST 1
EXECUSTAY CORP 000D VARIOUS LOCATIONS 1
EXECUTIVE HOTEL MARK TWAI 345 TAYLOR ST 1
EXECUTIVE HOTEL VINTAGE 650 BUSH ST 1
FAIRMONT HERITAGE PLACE, 900 NORTH POINT STREET 1
FAIRMONT HOTEL | 950 MASON ST 1
FITZGERALD HOTEL 620 POST ST 1
FLORENCE HOTEL 1351 STOCKTON ST 1
FOUR SEASONS HOTEL SF 757 MARKET ST 1
FRANCISCAN HOTEL 205 09TH ST 1
FREDERIC WALDMAN 1139 GREEN ST 1
FX STUDIOS . 15A SUMNER STREET 1
GALLERIA PARK HOTEL 191 SUTTER ST 1

| GATEWAY INN 438 O'FARRELL ST 1
GINA HOTEL 221 07TH ST 1
GINKGO HOTEL 3032 16THST 1
GLENN REYNOLDS 9 SUMNER ST 1
GLOBAL VILLAGE HOSTEL 374 5TH ST 1
GLOBETROTTERS INN 225 ELLIS ST 1
GOLDEN EAGLE 402 BROADWAY ST 1
GOLDEN GATE HALL 1412 MARKET ST 1
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GOLDEN GATE HOTEL

775 BUSH ST 1
GRAND HYATT SAN FRANCISCO 345 STOCKTON ST 1
GRANT HOTEL INC 753 BUSH ST 1
GRANT PLAZA HOTEL 465 GRANT AVE 1
GREEN TORTOISE GUEST HOUS 1118 KEARNY ST 1
GROSVENOR HOUSE 899 PINE ST 1
HALCYON HOTEL LLC 649 JONES ST 1
HANDLERY HOTELS 260 OFARRELL ST 1
HARBOR COURT HOTEL 165 STEUART ST 1].
HARCOURT HOTEL 1105 LARKIN ST 1
HAVELI HOTEL 37 6TH 5T 1
HELEN HOTEL "166 TURK ST 1
HENRY HOTEL 106 6TH ST, 1
HERBERT HOTEL 161 POWELLST - 1
HERITAGE MARINA HOTEL 2550 VAN NESS AVE 1
HILTON S F FINANCIAL DIST 750 KEARNY ST 1
HILTON S.F. FISHERMAN'S W 2620 JONES ST 1
HILTON SAN FRANCISCO 333 O'FARRELL ST 1
| HOLIDAY INN EXPRESS HOTEL 550 NORTH POINT ST 1
HOLIDAY INN FISHERMAN'S W. 1300 COLUMBUS AVE 1
HOLIDAY INN GOLDEN GATEWA 1500 VAN NESS AVE 1
HOLIDAY INN-CIVIC CENTER 50 8TH ST 1
HOTEL ABR 127 ELLIS ST 1
HOTEL ADAGIO 550 GEARY ST 1
HOTEL AMERICA 1087 MARKET ST 1
HOTEL ASTORIA 510 BUSH ST 1
HOTEL BIIGU 111 MASON ST 1
HOTEL BOHEME 444 COLUMBUS AVE 1
HOTEL DALWONG ' 242 POWELL ST 1
HOTEL DES ARTS 447 BUSH ST 1
HOTEL DIVA © 440 GEARY ST 1
HOTEL FRANK 386 GEARYST 1
HOTEL FUSION . . 140 ELLIS ST 1
HOTEL GRIFFON 155 STEUART ST 1
HOTEL METROPOLIS 25 MASON ST 1
HOTEL MILANO 555TH ST 1
HOTEL MONACO 501 GEARY ST 1
HOTEL NIKKO SF 222 MASON ST . 1
HOTEL PALOMAR 12 4TH ST 1
HOTEL PHILLIP 205 9TH ST 1
HOTEL REX 562 SUTTER ST 1
HOTEL SUTTER LARKIN 1048 LARKIN ST 1
HOTEL TRITON 342 GRANT AVE 1
HOTEL UNION SQUARE 114 POWELL ST 1
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940 SUTTER ST

NEW CENTURY MANAGEMENT LL

1580 WASHINGTON STREET, SF

HOTEL VERTIGO 1
HOTEL VITALE 8 MISSION ST 1
"HOTEL WHITCOMB 1231 MARKET ST 1
| HUNTER HOTEL 102 6TH ST 1
HUNTINGTON HOTEL: 1075 CALIFORNIA ST 1
HYATT AT FISHERMAN'S WHAR 555 NORTH POINT ST 1
HYATT REGENCY SAN FRANCIS 5 EMBARCADERO CENTER 1
HYDE REGENCY HOTEL 1531 HYDEST ’ 1

iL TRIANGOLO HOTEL 524 COLUMBUS AVE 1]
INN AT OREILLYS 106 FERN ST 1
INN AT UNION SQUARE THE 440 POST ST 1
INN ON BROADWAY 2201 VAN NESS AVE 1
INTER CONTINENTAL SAN FRA 888 HOWARD ST 1
JONES HOTEL 515 JONES ST 1
JW MARRIOTT SF UNION SQ 500 POST ST 1
KEAN HOTEL ' 1018 MISSION ST 1
KENSINGTON PARK HOTEL _ 450 POST ST 1
KIM OY LEE 801 PACIFIC AVE 1
KING GEORGE HOTEL 334 MASON ST 1
KINIGHTS INN - DOWNTOWN 240 7TH ST 1
KRUPA HOTEL 700 JONES ST 1
LANDMARK REALTY 55015™ ST 1
L ARKSPUR HOTEL UNION SQUA 524 SUTTER ST 1
LAYNE HOTEL 545 JONES ST 1
LE MERIDIEN SAN FRANCISCO 333 BATTERY ST 1
LIGURIA HOTEL 371 COLUMBUS AVE 1
LORRAINE HOTEL 740 BROADWAY ST 1
LUM WAI KUI & LAN WAI " 673 BROADWAY ST 1
LUZ HOTEL - 725 GEARY ST 1
MANDARIN ORIENTAL SF 222 SANSOME ST 1
MANNING PROPERIES 1037 1039 BROADWAY ST 1
MARILYN INN , 27 DASHIELL HAMMETT ST 1
MARINE MEMORIAL ASSN 609 SUTTER ST 1
'MARK HOPKINS HOTEL 999 CALIFORNIA ST - 1
MART MOTEL 101 9TH ST 1
MAYFLOWER HOTEL 975 BUSH ST 1
' MCSWEENEY CONSTRUCTION 1155 LEAVENWORTH ST #11 1
MERIT HOTEL 1105 POST ST 1
MIDORI HOTEL 1325 MISSION ST 1
MITHILA HOTEL 972 SUTTERST 1
MOTEL 6 895 GEARY ST 1
MUSIC CITY HOTEL - 1353 BUSH ST 1
NAZARETH HOTEL 556 JONES ST 1
1
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835 HYDE ST

NOB HILL HOTEL 1
NOB HILL INN 1000 PINE ST 1
NOB HILL INN CITY PLAN ET 1000 PINE ST 1
NOB HILL MOTOR INN . 1630 PACIFIC AVE 1
NORMANDIE HOTEL 251 9TH ST 1
NORTH BEACH HOTEL 935 KEARNY ST 1
OAKTREE HOTEL 45 6THST 1
OAKWOOD HOTEL 44 5TH ST 1
OBRERO HOTEL _ 1208 STOCKTON ST 1
OMNI SAN FRANCISCO HOTEL - 500 CALIFORNIA ST 1
ORANGE VILLAGE HOTEL 411 OFARRELL ST 1
ORCHARD GARDEN HOTEL 466 BUSH ST 1
ORCHARD HOTEL 665 BUSH ST 1
ORLANDO HOTEL _ 995 HOWARD ST 1
PACIFIC TRADEWINDS HOSTEL 680 SACRAMENTO ST 1
PAGE HOTEL 161 LEAVENWORTH ST 1
PALACE HOTEL 2 NEW MONTGOMERY ST 1
PALO ALTO HOTEL " 1685 SACRAMENTO 1
PARC 55 HOTEL 55 CYRIL MAGNIN 1
PARK HOTEL LLC - 325 SUTTER ST 1|
PETITE AUBERGE 863 BUSH ST 1
PHOENIX INN 601 EDDY ST 1
PICKWICK HOTEL 85 5TH ST 1
PIEDMONT HOTEL 1443 POWELL ST 1
PONTIAC HOTEL 138 6TH ST 1
| POST HOTEL 589 POSTST 1
POTTER HOTEL 1288 MISSION ST 1
POWELL HOTEL 28 CYRIL MAGNIN ST 1
POWELL PLACE CITY/SHARE 730 POWELL ST 1
' PRESCOTT HOTEL 545 POST ST 1
QUALITY INN SAN FRANCISCO - 2775 VAN NESS AVE 1
RADISSON AT FISHERMAN'S W 250 BEACH ' _ 1
RAM'S HOTEL 80 9TH ST 27 1
RAPHAEL HOUSE _ 1065 SUTTER ST. 1
RED COACH MOTOR LODGE 700 EDDY ST 1
REGENCY HOTEL 1214 POLK ST , 201 MG 1
| REININGA CORPORATION 900 N POINT ST 1
RENOIR HOTEL A5 MCALLISTER ST 1
REST STOP _ 1137 GREEN ST 1
RHC/POWELL PLACE AT NOB H 730 POWELL PLACE ST 1
RITZ CARLTON SAN FRANCISC 600 STOCKTON ST 1
RIVIERA HOTEL . 420 JONES ST 1
ROYAL INN 130 EDDY ST 1
ROYAL PACIFIC MOTEL 661 BROADWAY 1
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SAM WONG HOTEL 615 BROADWAY ST 1
SAN FRAN. SECOND HOME 1831 LARKIN ST 4 1
SAN FRANCISCO MARRIOTT 55 4TH ST 1
SAN FRANCISCO MARRIOTT UN 480 SUTTER ST 1
SAN FRANCISCO SUITES 710 POWELL ST 1
SAN REMO HOTEL THE 2237 MASON ST 1
SERRANO HOTEL 405 TAYLOR ST 1
SESTRI HOTEL 1411 STOCKTON ST 1
SF'DOWNTOWN COURTYARD MAR 299 2ND ST 1
SF MARRIOT FISHERMAN'S WH 1250 COLUMBUS AVE 1
SF PROP OWNERS ASSOC INC 750 SUTTER ST 1
SHAHIL HOTEL 664 LARKIN ST 1
SHARON HOTEL 226 6TH ST 1
SHEEHAN HOTEL 620 SUTTER ST 1
SHELDON HOTEL 629 POST ST 1
SHERATON FISHERMANS WHARF _ 2500 MASON ST 1
SHIRLEY HOTEL 1544 POLK ST 1
SIR FRANCIS DRAKE HOTEL 450 POWELL ST 1
SOLANKI VIRENDRASINH 41 6TH ST 1
SONNY HOTEL 579 OFARRELL ST 1
SONOMA INN 1485 BUSH ST 1
SOUTH BEACH MARINA APTS 2 TOWNSEND ST 1
SPAULDING HOTEL LLC 240 OFARRELL ST 1
ST CLARE HOTEL 1334 VAN NESS AVE 1
ST CLOUD HOTEL 170 6TH ST 1
ST MORITZ HOTEL 190 OFARRELL ST 1]
ST REGIS HOTEL SF 657 MISSION ST 200 1
STANFORD HOTEL 250 KEARNY ST 1
STANLEY HOTEL 1544 CALIFORNIA ST 1
STEINHART HOTEL 952 SUTTER ST 1
STRATFORD HOTEL 242 POWELL ST 1
SUITES AT FISHERMANS WHAR 2655 HYDE ST 1
SUNNYSIDE HOTEL 135 6TH ST 1
SUNSET HOTEL 161 SIXTH 5T #100 1
SUTTER/LARKIN HOTEL " 1048 LARKIN ST 1
SVC@FISHERMAN'S WHARF 2655 HYDE ST 1
SVC@THE DONATELLO 501 POST ST 1
SWEDEN HOUSE HOTEL 570 O'FARRELL ST 1
SWEDEN HOUSE HOTEL 570 O'FARRELL ST 1
SWEETWATER AT SAN FRANCIS 845PINEST 1
SYCAMORE HOTEL 2446 VAN NESS AVE 1
SYNERGY CORPORATE HOUSING 12657 ALCOSTA BLVD 550 1
.| TAYLOR HOTEL 615 TAYLOR ST 1
THE ALLEN HOTEL LLC 411 EDDY ST 1
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THE CLIFT HOTEL 495 GEARY ST 1
THE DONATELLO HOTEL 501 POST ST 1
THE FAIRMONT S F - RENTAL 950 MASON ST 1
THE GAYLORD SUITES 620 JONES ST 1
THE GOOD HOTEL 112 7TH ST 1
THE HOTEL ADAGIO . - 550 GEARY ST 1
THE HOTEL CALIFORNIA 580 GEARY ST 1
THE HOTEL MARIA 517 BROADWAY 1
THE MAXWELL HOTEL-RENTAL 386 GEARY ST 1
THE MONARCH HOTEL 1015 GEARY ST 1
THE MOSSER HOTEL 54 4TH ST _ 1
THE OPAL SAN FRANCISCO 1050 VAN NESS AVE 1
THE REGENCY HOTEL 587 EDDY ST 1
THE RITZ-CARLTON CLUB 690 MARKET ST 1
THE STANFORD CT A REN HOT 905 CALIFORNIA ST 1
THE SUITES AT FISHERMAN'S 2655 HYDE ST 1
THE TOUCHSTONE HOTEL . 480 GEARY ST 1
THE VILLA FLORENCE 225 POWELL ST 1
THE WESTIN SF MARKET ST 50 3RD ST 1
TUSCAN INN .425 NORTH POINT ST 1
UNION SQ BACKPACKERS HOST 70 DERBY ST 1
UNION SQUARE PLAZA HOTEL 432 GEARY ST 1
UNIVERSITY CLUB 800 POWELL ST 1
UTAH HOTEL 504 4TH ST 1
VAGABOND INN 385 9TH ST 1
VAN NESS MOTEL 2850 VAN NESS AVE 1
VANTAGGIO SUITES 835 TURK STREET 1
VANTAGGIO SUITES COSMO 761 POST ST 1
VANTASSIO SUITES UNION SQ 580 O'FARRELL ST 1]
VILLA SOMA 1550-54 HOWARD ST 1
VRI*ETY NOB HILL INN 1000 PINE ST 1
VVV RENTAL LLC '333 FULTONST 1
W HOTEL SAN FRANCISCO 181 THIRD ST 1
WALAND SUREKHAVEN C. 152 6TH ST 1
WARFIELD - HOTEL ’ 118 TAYLOR ST 1
WARWICK REGIS HOTEL 490 GEARY 5T 1
WASHINGTON SQUARE INN 1660 STOCKTON ST - 1
WATERFRONT MANAGEMENT LLC 834-886 NORTH POINT ST 1
WESTIN ST FRANCIS THE 335 POWELL ST 1
WESTON HOTEL 335 LEAVENWORTH ST 1
WHARF MOTEL THE 2601 MASON ST 1
WHITE SWAN INN 845 BUSH ST 1
WILLIAM PEN HOTEL ~ 160 EDDY ST 1
20 6THST 1

WINSOR HOTEL
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WINTON HOTEL 445 OFARRELL 5T
WORLDMARK SAN FRANCISCO 590 BUSH ST
WORLDMARK THE CLUB 590 BUSH ST
WVR SAN FRANCISCO 750 SUTTER ST
WYNDHAM VACATION RESORTS 750 SUTTER ST
WYNDHAM VACATION RESORTS 750 SUTTER ST
YOUTH HOSTEL CENTREAL . 116 TURK ST
YUG HOTEL 2072 MISSION ST
1007 DE HARC RENTALS 1007 DE HARO ST
109 CORNWALL ST 109 CORNWALL 5T .
1257 9TH AVE APARTMENTS 1257 9TH AVE
182-184 CARL STREET 182 CARL ST
210 5TH AVE APTS 210 5TH AVE
2263-2269 SACRAMENTO HOTE 2263 SACRAMENTO ST
24 HENRY ST 24 HENRY ST
3143 FILLMORE ST APT 3143 FILLMORE ST
3987 19TH ST 3987 19TH ST

| 4425 CABRILLO ST 4425 CABRILLO ST

5 NIGHT-SVC@INN AT THE OP

333 FULTON 5T

7710-7718 APT BUILDING

7710 7718 GEARY BLVD

ADELAIDE HOSTEL LLC

5 ISADORA DUNCAN LANE

ALBION HOTEL

3143 16TH ST

AMAZON MOTEL 5060 MISSION ST
AMERICAS BEST VLE-GOLDEN 2322 LOMBARD ST
AMIT HOTEL 2060 MISSION ST .
AMY ARCHER 863 45TH AVE
ANGELS OF ARMS IND LIVING 1150 PALQU ST
ARCHIBISHOPS MANSION ~ 1000 FULTON
ASCOT HOTEL 1657 MARKET ST
AT THE PRESIDIO TRAVELODG 2755 LOMBARD ST
BABY BEAR'S HOUSE 1424 PAGE ST
BARNETT LATRICE 785 SAN JOSE AVE
BEACH MOTEL 4211 JUDAH ST
BECK'S MOTOR LODGE 2222 MARKET ST
BELVEDERE HOUSE 598 BELVEDERE ST
BEST INN 2707 LOMBARD 5T
BEST WESTERN HOTEL TOMO 1800 SUTTER 5T
BETH MAZIE & JEREL GLASSM 3773 22ND ST
BHART HOTEL 866 VALENCIA ST
BOOLA'S BED AND BREADKAST 1150 HAIGHT ST
BRIDGE MOTEL 2524 LOMBARD ST
BROWNSTONE PROPERTIES 917 CENTRAL AVE
BRUCE BOARD & CARE HOME 12 BYRON CT
BUENA VISTA MOTOR INN

1599 LOMBARD 51

pininin el ioivid il ioioioieeoio oo oo iR |e R R iR e
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CARL HOTEL . 198 CARL ST 2
CASA BUENA VISTA RENTAL - 783 BUENA VISTA W 2
CASA LOMA HOTEL 610 FILLMORE ST 2
CASTILLO INN ‘48 HENRY 5T © 2
| CATTLEMEN HOTEL 3900 3RD ST 2
I CHATEAU TIVOLI - 1057 STEINER ST 2
CHATEAU VACATION RENTALS 570 OAK PARK DR 2
CHELSEA MOTOR INN 2095 LOMBARD ST . 2
| CHIPPENDALE HOTEL 492 GROVE ST ‘ 2
CIVIC CENTRAL HOTEL 20 12THST 2
'‘COVENTRY MOTOR INN 1901 LOMBARD ST 2
COW HOLLOW MOTOR INN 2190 LOMBARD S¥ 2
CROWN HOTEL LLC " 528 VALENCIA ST 2
CRYSTAL HOTEL 2766 MISSION ST 2
CURTIS HOTEL 559.VALENCIA ST | 24
DAYS INN 465 GROVE ST 2
DAYS INN LOMBARD 2358 LOMBARD ST 2
| DAYS INN-SLOAT BLVD 2600 SLOAT BLVD 2
DELBEX HOTEL 2126 MISSION ST 2
DOLORES PLACE 3842 25TH ST 2
DUNCAN HOUSE 173 DUNCAN ST 2
ECONO LODGE 2505 LOMBARD ST 2
ECONOMY INN 2 WEST CLAY ST 2
EDWARD Il HOTEL 3155 SCOTT ST 2
EDWARDIAN HOTEL 1668 MARKET 5T 2
EL CAPITAN HOTEL 2361 MISSION ST 2
ELEMENTS HOTEL 2524 MISSION ST 2
ELITE HOTEL 1001 CLEMENT ST 2
EULA HOTEL 3061 16TH ST 2
FRANCISCO BAY MOTEL 1501 LOMBARD 5T - 2
' GEARY PARKWAY MOTEL - 4750 GEARY BLVYD 2
GOLDEN GATE VISTA GUEST A 1625 SHRADER ST 2
GRAYWOOD HOTEL 3308 MISSION ST 2
GREAT HIGHWAY MOTOR INN 1234 GREAT HWY 2 ]
GREENWICH INN 3201 STEINER ST 2
GRIFFITH & HARRIS UNIV GU 763 COLE ST 2
HAYES VALLEY INN 417 GOUGH ST 3
HERB 'N INN THE 525 ASHBURY ST 2
HIDDEN COTTAGE BED/BREAKF 1186 NOEST = 2
HOLLAND HOTEL 1 RICHARDSON AVE 2
HOMIE BY THE PARK 706 15TH AVE 2
HOTEL CAPRI 2015 GREENWICH ST’ 2
HOTEL DEL SOL 3100 WEBSTER ST 2
HOTEL DRISCO 2901 PACIFIC AVE 2
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1562 11TH AVE

HOTEL KABUK! 1625 POST ST 2
HOTEL MAJESTIC 1500 SUTTER ST 2
HOTEL MIRABELLE LLC 1906 MISSION ST 2
HOTEL SUNRISE 447 VALENCIA ST 2
HOTEL TROPICANA THE 663 VALENCIA ST 2
HOTEL VICTORIANA 1023-25 HAIGHT ST 2
INN AT THE OPERA 333 FULTONST 2
INN GROVE THE 890 GROVE ST 2
INN ON CASTRO 321 CASTRO ST 2
INN SAN FRANCISCO '943 S VAN NESS AVE 2
JACKSON COURT CITY SHARES 2198 JACKSON ST 2
JERRY HOTEL ' 3032 16TH ST 2
JLARAM HOTEL LLC 868 VALENCIA ST 2
JULIAN HOUSE HOTEL 179 JULIAN AVE 2.
KENNEDY HOTEL 4544 3RD ST 2
KRISHNA HOTEL 2032 MISSION ST 2
LA LUNA INN 2555 LOMBARD ST 2
LAUREL INN 444 PRESIDIO AVE 2
LISA WIST 618 BUCHANAN ST A 2
{ OEWE RENTAL COMPANY - 2527 42ND AVE, SAN FRANCISCO CA 2
LOMBARD MOTOR INN 1475 LOMBARD ST : 2
LOMBARD PLAZA MOTEL 2026 LOMBARD ST 2
LUXSF 30 RICHLAND AVE 2
MARINA INN 3110 OCTAVIA ST 2
MARINA MOTEL 2576 LOMBARD ST 2
METRO HOTEL THE 319 DIVISADERO ST 2
MISSION SERRA HOTEL 5630 MISSION ST )
MOFFATT HOUSE RESERVATION 1401 7TH AVE 2

| MONTE CRISTO THE , 600 PRESIDIO 2
MY ROSEGARDEN GUEST ROOMS 75 20TH AVE 2
NOE PLACE LIKE HOME 1187A NOE ST 2
NOE VALLEY SWEET SUITE 1386 NOE ST 2
NORMA HOTEL 2697 MISSION ST 2
OAK HOTEL 171 FELLST . 2
OASIS INN UMA 900 FRANKLIN ST 2
OCEAN PARK MOTEL 2690 46TH AVE 2
OCEANVIEW MOTEL 4340 JUDAH ST 2
PACIFIC HEIGHTS INN 1555 UNION ST 2
PAMELA MCGARRY 2383 GREENWICH ST 2
PARKER HOUSE THE 520 CHURCH ST 2
PERRAMONT HOTEL 2162 MARKET ST 2
PETER STALDER VAC'T RET'L 4343 19TH ST 2
PINWHEEL PROPERTIES 12634 23RD AVE, SAN FRANCISCO 2
POLINA MYASKOVSKY 2
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POTRERO HILL HOUSE

1110 RHODE ISLAND ST

2
PRESIDIO BED & BREAKFAST . 14 LIBERTY ST 104 2
PRESIDIO INN 2361 LOMBARD ST 2
PRITA HOTEL 2284 MISSION ST 2
QUEEN ANNE HOTEL 1590 SUTTER ST 2

'RACHEL DONOVAN 141 DUNCAN ST 2
'RADAH HOTEL 2042 MISSION ST 2
RAMADA LTD - GOLDEN GATE 1940 LOMBARD ST 2

| RED VICTORIAN BED ETC 1665 HAIGHT ST 2
REDWOQOD INN 1530 LOMBARD ST 2
ROBERTS AT THE BEACH MTL 2828 SLOAT BLVD 2
RODEWAY INN " 860EDDY ST 2
RUBY ROSE HOTEL . 730 22ND ST 2
SAMAYOA EDWARD R & GEORGE 864 TREAT AVE 2
SEAL ROCK INN MOTEL 545 POINT LOBOS AVE 2
SEASIDE INN 1750 LOMBARD ST 2
SERAPINNSE 1409 SUTTER ST 2
SF GUESTHOUSE 3120 GEARY BLVD .2
SF HOLIDAY RENTALS 3 PORTER ST 2

-SF MIOTOR INN 1750 LOMBARD ST 2
SIMONE DEVRIES & CURTIS S © 3226 25THST A 2
SLEEP 135 GOUGH ST 2
STANYAN PARK HOTEL LLC 750 STANYAN ST 2

"STUDIO ON SIXTH 1387 6TH AVE 2
SUPER 8 MOTEL 2440 LOMBARD ST* 2
SURF MOTEL 2265 LOMBARD ST 2
SVC@INN AT THE OPERA 333 FULTON ST 2
THE ELDER LIVING TRUST 1009 1/2 CASTRO ST 2
THE IVY HOTEL 539 OCTAVIA ST 2
THE LOURDESS INN 80 JULIAN AVE 2
THE PARSONAGE 198 HAIGHT ST 2
THE SENTIENTSF 179 JULIAN AVE 2
THE UNION STREET INN 2229 UNION ST 2
THE VALENCIANO HOMES 935 ULLOA ST 2
THE VILLA-SAN FRANCISCO V 379 COLLINGWOOD ST 2
THE WILLOWS INN ' 710 14TH ST 2
THOMAS CARLISLE- '930 BAKER ST | 2
TOWN ROUSE MOTEL 1650 LOMBARD ST 2
TRAVELODGE BY THE BAY THE 1450 LOMBARD ST 2

'| TRAVELODGE CENTRAL 1707 MARKET ST 2
TRAVELODGE GOLDEN GATE 2230 LOMBARD ST 2
TWIN PEAKS HOTEL , 2160 MARKET ST 2
TWYMANS GUEST HOUSE 1420 6TH AVE 2
UNION HOTEL 2030 MISSION ST 2
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711 POST ST

USA HOSTEL SAN FRANCISCO 2
USA HOSTELS 630 GEARY ST 20
WESTMAN HOTEL 2056 MISSION 5T 2
WHITT 1359 4TH AVE 2

49







Appendix B

Smith Travel Research (STR) Monthly Hotel Review, December 2011
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“Appendix C

San Francisco Travel Association/Destination Analysts “San Francisco Visitor
Industry Economic Impact Estimates 2011”



SAN FRANCISCO -
Visitor Industry Economic Impact Estimates, 2011

San Francisco Travel Association



SAN FRANCISCO TRAVEL ASSOCIATION RESEARCGH

Research Objective

For the past fifteen years, the San Francisco Travel Association has produced annual
estimates of the economic impact of the travel industry to the city and county of San Francisco.
These economic impact estimates are produced each year based on a model developed by the
San Francisco Travel's staff and local consulting firm Economic Research Associates. This
report presents estimates developed using this model for calendar year 2011.

The economic model used to develop San Francisco's visitor industry impact estimates
calculates as its key outputs, the number of visitors to San Francisco, the number of days
spent in The City by these visitors, total spending by in-market by these visitors, tax revenues
- generated by the industry for San Francisco’s government, and the total number of jobs
supported by the industry in San Francisco. These estimates updated for 2011 are presented
in this report, along with background information of key assumptions made in these
calculations.

The mode! defines its estimates based on a visitor's place of stay. Four key segments are
covered: Visitors staying in San Francisco hotels, visitors staying in private residences in San
Francisco, visitors staying outside the city either in Bay Area hotels or private homes and finally
Bay Area residents taking day trips to the city for purely leisure reasons. Detailed visitor
volume and spending estimates for these four segments also are presented in this report.

Historical Data

After rebounding from the difficult times faced in the wake of the dot com collapse and terrorist
attacks of 8/11, the San Francisco visitor industry experienced a sustained period of growth.
The industry’s performance began to suffer in early 2001 when business travel related to the
region technology industry sharply declined. This downturn was then greatly exacerbated in
the wake of 9/11. Historical estimates show that both the number of visitors coming to San
Francisco and their in-market spending grew during the next six years, but dropped in 2009. In
the most recent year, however, the industry has continued its rebound, attracting 16.35 million’
visitors who spent $8.46 billion in San Francisco. Data showing these trends are briefly
examined in the following two charts (next page)
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San Francisco Visitor \/Olume: Fifteen Year Perspeciive

in 2011, the total number of visitors in San Francisco jumped to 16.3 million, up approximately
3 percent from the previous year. ' '

ANNUAL TOTAL VISITOR VOLUME (IN MILLIONS)

San Frarcisco Visitor Spending: Fifteen Year Perspecﬁ&e

" Total visitor spendihg increased to $8.5 billion in 2011. Spending estimates include spending
for all goods and services purchased by visitors while inside the city of San Francisco.

ANNUAL VISITOR SPENDING (IN BILLIONS)
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2011 Visitor Volume & Spending

The table below shows a detailed comparison of 2010 and 2011 San Francisco visitor volume
and spending. In 2011 with San Francisco hosting 16.3 million visitors who spent $8.5 billion
while in The City. Inaddition, the industry generated $526 million dollars in tax revenues for
the City and County of San Francisco and supported 71,403 focal jobs.

VISITOR VOLUME

(Number of visitors to San Francisco in millions)

Place of stay ' . 2010 2011 %CHNG
San Francisco Hotel . 4.89 5.04 3.1%
Private Home in San Francisco : 1.11 1.09 1.2%
Other Bay Area Locations 5.64 5.88 4.3%
Bay Area Residents on Leisure Trips 4.29 4.33 1.0%
Total ' 15.92. 1635  2.7%
VISITOR SPENDING

(Visitor spending in San Francisco in billion dollars)

Place of stay 2010 2011 2011
San Francisco Hotel ' $4.64 $6.20 0 12.0%
Private Home in San Francisco® . $0.71 $6.75 4.9%
Other Bay Area Locations™ $1.04 $1.14 9.5%
Bay Area Residents on Leisure Trips $1.31 $1.38 5.1%
Total $7.70 $8.46 9.8%

OTHER KEY VISITORINDUSTRY STATISTICS, 2011

Taxes generated for City of San Francisco (millions) $485 $526 8.6%
Jobs supported in San Francisco ' 67,122 71,403 6.4%
Total payroll (billions) $1.88 $2.08 9.2%
Visitors in San Francisco on an average day 126,931 129,499 2.0%

Visitor spending in San Francisco on an average day (millions) $21.11 $23.19 9.8%

Annual visitor spending per San Franciscan $9,570 $10,411  8.8%

SOURCE: San Francisco Travel Association, Economics Research Associates, Destination Analysts, inc.
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2011

Convention.s, trade shows and group meetings are major contributors to San Francisco’s
tourism industry. The table below compares performance in this area for 2010 and 2011.

Total city-wide room nights

Percent group meeting

Total citywide group meeting nights
Length of stay

Attendees in SF Hotels

Total out-of-town attendees

Spending per day

SF hotel attendee spending

Multiple occupancy factor

Total spending (direct) stayed in hotel

Associations at (Moscone)
|Association spending/event
Total association spending

Total exhibitor spending

Total Association/Exhibitor Spending

2010
9,665,729
29.0%
2,800,538
4.1
. 683,058
663,058
$264.72
$741,358,382
1.4
$1,037,901,734
54
$776,782
$41,946,202

$593,282,530

$635,228,731

2011
9,968,585
27.0%
2,690,953
4.1
656,330
656,330
$284.84
$793,413,141
1.4
$1,110,778,398
54
$827,272.31
$44,672,705
$631,845,884.25

$676,518,598.96

$1,673,130,466

$1,787,296,997

Grand total: Convention Impact
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Ap;

The San Francisco Travel Association model relies on a complex set of Microsoft Excel
worksheets to make its calculations. In the pages that follow some of the key
worksheets used in this process are included as a quick reference and to allow easier
access to more detailed data if it should arise.

ndix 1: Tables from Model

Table 1
ANALYSIS OF SPENDING BY VISITOR SEGMENT: 2011

MARKET SEGMENTS
SF 1] V.F.R inSF. V.F.R. and Hotel Elsewhere in Bay Atea Bey Area Resident Trips
201 1 Visitor{COOs) 5,041 |2011 Visitor(000s) 1,092 (2011 Visitor{000s) 5,879 {2011 Visitor(DD0s) 4,334
Length of Stay 3.50|Length of Stay 5.50|Avg. Number of /\vg. TripsfYear 277
Frips 10 S.F. 2.0 [Party Size 10
\Visitor-Days(000s) 17,644 \isitor-Days{000s) 6,004 |Visitor-Days{000s} 11,600 |Visitor-Days (000s) 12.018
2011 Total - 2011 Total 201 Total 201 Total
$/Day Annual $/Day Annual $/Day Anrual $MDay - Annual
- fPerson (1000s fPersort_~_ {1000s) /Person | (1000s)] - fPersan {1000s)
SPENDING CATEGORES
Lodging $98.90 $1,762,744 $1290 $77.467 $0.00 $0 $0.18 $2,139
Restaurarts In Hotels $19.64 $346,592 $2.43 $14,590 $33.35 $386,823 $0.00 $0
All Other Restaurants $41.74 $736,508 $36.20 $217,365 $0.00 $0 $20.73 $357,360
Retait ) $39.25 $692.564 $37.47 $223,180 $2873 $333,308 $53.36 $641.289
Entertainment & Sightseeing $24.29 $428,533 $19.07 $114476 $20.91 $242 564 $20.19 $242,717
Local Transportation $9.59 $169,173 $312 318,722 $3.82 $44,261 $024 $2,846
Gas/Auto Senvices $16.03 $282,891 $1228 $73714 $10.01 $116,121 $10.89 $130,889
| Gar Rental $6.05 $106,832 $096 . $5782 $1.26 $14881 $0.00 $21
Exhibitor/Assos. Expends. $38.34 $675.519 $0.00 $0 $0.00 $0 $0.00 $Q
TOTAL SPENDING $204.84 $5,202,356 $12443 5745296 $98.08 $1,137,729 $114.59 $1.377262
Total Visitor Days (C00s) 47 267
Total Visitor Spending $8,462,642
Source: San Frandisco Travel Assodation Avg spending per person day $179.04
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Table 2

TOTAL DIRECT VISITOR SPENDING
WITHIN SAN FRANCISCO:2011

Total
S.1C. Spending Percent
SPENDING CATEGORIES [Codes ($1,000s) of Total
Lodging (701 $1,842350 21.8%
Restaurants in Hotels 581 $748,005 8.8%
All Other Restaurants 581 . $1,311,233  155%|
Retail - : 53,56,59 $1,890,341 - 22.3%
Entertainment & Sightseeing (79,783 $1 ,028,280 12.2%
Local Transportation 141,47 $235,002 2.8%
Gas/Auto Senvices 55475 $603,615 7.1%
_|Car Rental 751 $127,287 1.5%
Exhibitor/Assoc. Expends. 79217 - $676,519 8.0%
TOTAL SPENDING $8,462,642_ 100.0%

Source: San Francisco Trawvel Asscciation
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Table 3
ANALYSIS OF HOTEL SPENDING:2011
Spending on Rooms ‘ $1,842,350
Spending on Food & Beverage $748,005
Less: Tips @ 15.0% ($97,566)
Less: Sales Tax @ 8.5% ($50,956)
Total Industry Revenue $2,441,833
Hotel Industry
Operating Visitor
Ratios Impacts
Payroll 29.5% $720,716
Other Expenses - 705%  $1,721117
Total Expenses 100% $2,441,833

EMPLOYMENT IMPACTS: HOTELS

[ndustry

‘ Average
HOTEL INDUSTRY or Total
Annual Payroll Income 23 $32,802
Jobs Supporfed 2»1 972

1U.S. Census Bureau, 2007 Economic Census, San Francisco County or MSA.
2 J.S. Census Bureau, County Business Patterns, 2008,

3 2008 inflated to 2011 using the BLS Employment Cost Index

Source: San Francisco Travel Association
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Table 4 .

ANALYSIS OF RESTAURANT SPENDING: 2011
Spending onFood & Beverage $1,311,233
Less: Tips @ - 15.0% ($171,030)
Less: Sales Tax@ : : 8.5% ($89,325)
Total Industry Revenue $1,050,878 |
Restaurant Industry
Operating Visitor
Ratios Impacts
{Payroll . : 32.8% - $344,668
All Other 67.2% $706,210
Total Expenses o 100.0% $1,050,878

v ' U.S. Census Bureau, 2007 Economic Census, San Francisco County or MSA.

EMPLOYMENT IMPACTS: RESTAURANTS

Industry

, Average

RESTAURANT INDUSTRY : or Total
Annual Payroll Income %% $20,591
Jobs Supported 16,739

2u.s. Census Bureau, County Business Pattemns, 2008.
32008 inflated to 2011 using the BLS Employment Cost index
Source: San Francisco Travel Association
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Table 5

ANALYSIS OF RETAIL SPENDING:2011

Gross Retail Spending $1,890,341
Less: Sales Tax $148,091

Total Industry Revenue $1.742,249

Retail Industry
Operating Visitor
" Ratios Impacts

Payroll ' 113%  $196,874

All Other 88.7% . $1,545,375
Total Expenses 100.0% $1,742,249

1 U.S. Census Bureau, 2007 Economic Census, San Francisco County or MSA.

EMPLOYMENT IMPACTS: RETAIL

Industry

Average

RETAIL INDUSTRY or Total
'|Annual Payrol! income 23 | $31,739
Jobs Supported 6203

21J.8. Census Bureau, County Business Patterns, 2008.
32008 inflated fo 2011 using the BLS Employment Cost Index
Source: San Francisco Travel Assaciation
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Table6
ANALYSIS Of SPENDING FOR _
ENTERTAINMENT AND SIGHTSEEING: 2011

Gross Spending on
Entertainment -
and Sightseeing . $1,028,290

Entertainment Industry - -

"Operating Visitor
Ratios ' . Impacts
Payroll . 39.1% $402,062
All Other " 60.9% $626,229
Total Expenses © 100.0% $1 ,028;29b '

1 U.S. Census Bureau, 2007 Economic Census, San Francisco County or MSA.

EMPLOYMENT IMPACTS: ENTERTAINMENT
AND SIGHTSEEING

Industry
, Average
ENTERTAINMENT/SIGHTSEEING or Total
Annuat Payrofl income 2° $41,149 |
Jobs Supported ' 8,771

213.8. Census Bureau, County Business Pafierns, 2008.
%2008 inflated fo 2011 using the BLS Employment Cost Index

Source: San Francisco Travel Association

10
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Table 7
ANALYSIS OF SPENDING FOR
LOCAL TRANSPORTATION: 2011

Local Transportation $235,002
Gas/Auto Services $603,615
Car Rentals $127,287
Total Indust:y_Revenue $965,904

Transp. Industries
Operating Visitor
Ratios " Impacts

Payroll 13.0%  $125,568

All Cther 87.0%  $840,337
Total Expenses 1000%  $965,904

1 2005 Survey of SF Businesses

EMPLOYMENT IMPACTS: TRANSPORTATION |

industry
Average
TRANSPORTATION INDUSTRY or Total

Annual Payroll income 23 $28,820

Jobs Supported 4,357

2)).8. Census Bureau, County Business Pafterns, 2008.
32008 inflated to 2011 using the BLS Employment Cost index
Source: San Francisco Travel Association

11



SAN FRANCISCO TRAVEL ASSOCIATION RESEARCH
12

Table 8 -
ANALYSIS OF SPENDING FOR CONVENTION
AND TRADE SHOW EXPOSITIONS: 2011

Exhibitor and
Association Expenditures - $676,519
Exposition Industry
~ Operating Visitor
Ratios ' Impacts
Payroll 392%  $265,195
All Other 60.8%  $411,323
Total Expenses : 100.0%  $676,519

' 2005 Suney of S.F. businesses

EMPLOYMENT IMPACTS: EXHIBITOR
AND ASSOCIATION EXPENDITURES

Industry
_ : _ Average
EXPOSITION INDUSTRY | or Total
Annual Payrolt Income >° $41,685
Jobs Supported | ' 6,362 |

2 U.S, Census Bureau, County Business Patterns, 2008.
82008 inflated to 2011 ‘using the BLS Employment Cost Index

Source: San Francisco Travel Association

12
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Table 9
TOTAL VISITOR GENERATED
EMPLOYMENT IN ALL INDUSTRIES:2011

: Total
INDUSTRY SEGMENT _ Employment
Hotels ' 21,972
"|Restaurants _ _ 16,739
Rétail Stores 6,203
Entertainment and Sightseeing 9,771
Local Transportation - 4,357
Exhibition Services . 6,362 |
20,000 Total Airport Jobs at SFO
Portion Attributable to SF Visitors (30%) 6,000
Total Visitor Industry 71,403

Source: San Francisco Travel Association

13
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Table 10

CALCULATION OF PAYROLL AND BUSINESS TAXES BY INDUSTRY: 2011

$2,055,083

Key Operating Ratids Amount in 2011 $1,000s Business Tax
. Gross : Payroll
: Receipts . Tax @
INDUSTRY SEGMENT ($1,000s)| Payroll Utilties Prop.Tax Payrolt Utilities Prop.Taxj 15%.
Hotel/Motel $2,441833| 285% 57% 3.2%| $720,716 $139,184 $58,800 $10,811
Restaurant $1,050,878 | 32.8% 3.1% 1.8%} $344,668 $32,577 $19,967 $5,170
Retail $1,742243 | 11.3% 4.2% 1.9%!  $196,874 $73,174 $33,103 $2,953
Entertainment & Sightseeing | $1,028,290 | 39.1% 2.3% 22%| $402,062 $23,651 $22,.622 $6,031
Local Transpertation $965904 | 13.0% 1.7% 19%| $125568 $16,420 . $18,352 §1,884
Expo/Convention Services $676,51¢ | 39.2% 05% 1.0%| $265,195 $3,383 $6,765 $3,978
TOTALS $7,905,673 $288,330 $158,609 $30,826

Source: San Francisco Travel Association

14
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Table 11
SAN FRANCISCO CITY REVENUES
PAID DIRECTLY BY VISITOR INDUSTRIES: 2011

Total Annual
) Direct Revenue
MAJOR REVENUE SOURCES in 2011
HOTEL TAX
Visitor Spending on Lodging $1,842,349,606
Tax Rate ' 14.0% -
Factor for Non-Taxable Room Sales 14.7%

Hote!l Tax Collected by the City

$220,000,000

PROPERTY TAX

$159,608,178

Property Taxes Paid to the City .
SALES TAX '

Visitor Spending,ﬁncluding 8.5% tex)
Retail
Hotel Restaurants {less 15% tips)
Other Restaurants (less 15% tips)
25% of Entertainment & Sightseeing

Tax Rate (net to City and County) !
Sales Tax Retumned to the City

$1,890,340,564
$650,439,106
$1,140,202,929
$257,072,619
1.75%

$67,730,679

BUSINESS TAXES
Payroll or Gross Receipts Taxes Collected

$30,826,244

UTILITY USERS TAX
Utility Costs for Visitor Industries
Tax Rate :
Utility Users Tax Collected by the City

$288,389,804
7.5%

$21,629,235

AIRPORT ENTERPRISE
Annual Senice Payment to General Fund
Portion Attributable to Visitors to S.F.
Visitor Derived Contribution to City

$30,100,000
30.0%

$9,030,000

PORT OF SAN FRANCISCO
Lease Rewenues Derived from Visitor Businesses

$9,608,864

SAN FRANCISCO REDEVELOPMENT AGENCY 2

$5,837,492

Lease Revenues Derved from Visitor Businesses
OTHER REVENUES '

Rough estimate: Parking Tax, Fines, Rec. Fees, etc. $2,000,000

DIRECT CITY REVENUES FROM VISITOR INDUSTRIES $526,271,694

T Includes local sales tax portion to City General Fund, local transpertation portion
and special district tax portion to SF Transportation Authority,

2 Redevelopment revenue: Marrioit and Metreon ground lease
and Four Seasons and St. Regis leases

15
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March 16, 2012

Ms. Lynn Farzaroli

Senior Manager TID/Foundation
San Francisco Travel

201 Third Street, Suite 900

San Francisco, CA 94103

Re: Strategic Advisory Services — Moscone Expansion Cost Benefit Analysis - Phase Il Analysis

Dear Ms. Farzaroli;

Jones Lang LaSalle Hotels (*JLLH"), a division of Jones Lang LaSalle Americas, inc, is pleased to submit herewith
our comprehensive review of the performance of the Moscone Center's existing facilities, competitive environment,
potential for expansion and lodging 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 assumptions stated herein,
collectively form the basis of the conclusions and recommendations of this report,

_ Please do not hesitate fo contact either of us if you have any questions regérding the repo_:t.

Respectiully submitted,

Andrea Grigg . , Harry Schoening
Senior Vice President S Managing Director

Jones Lang LaSalle Hotels. Jones Lang LaSalle

Ce: Michael Yarne, City of San Francisco
Greg Hartmann
Amelia Lim
Lauro Ferroni
Tu-Uyen Do
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1.1

1.2

Executive Summary

Scope of Work

Jones Lang LaSalle Hotels ("JLLH"} has been engaged by the San Francisco Tourism Improvernent District
Management Corporation {“TID") to perform a costbenefit and returm on investment analysis in connection with
the contemplated expansion of the Moscone Convention Center {“Moscone Center”). To amive at the conclusions
and recommendations presented in this report, JLLH has undertaken the following scope of work:

. Review of Existing Facility Performance, to include analysis of on-the-books events, bocking pattemns,

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

Survey of Competitive Environment and Potential for Expansion, fo include the study of»expansions.
implemented at comparable convention centers, survey of competitive supply, interviews with competitive
convention center managers and research on how the proposed facility can fill a market niche:

Analysis of San Francisco Lodging Market, to include historic analysls of supply 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 metrics; '

= Expansion Cost Benefit Analysis, to include attendance projections for a variety of expansion scenarias,
+ forming the basis for determining the ecoriomic impact and calculating a refurn on investment analysis. The
return on investment analysis led to JLLH’s cost benefit conclusion for the financially soundest expansion.

Key Findings - Review of Existing Facifity Performance

The Moscone Center is located 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 freeistanding building. : '

Moscone South opened in 1981, and consists bf 260,600 s.f. of exhibit space. Moscone North opened in 1992,
adding 181,400 s.f. of exhibit space to‘the facifity. The [atest addition is Moscone West which features 96,700 s.f,
of exhibit space.

The Moscone Center is owned by the City and County of San Francisco. The Moscone Center is privately
managed by SMG, an entertainment and convention center venue manager. Convention business for the center
is booked by San Francisco Travel which serves as the city's conventions and visitors’ bureau..

Aftendance data analyzed by JLLH highlights that Moscone Center convention aﬁendee levels can fluctuate
considerably from year to year. The volafility in attendance is driven by economic changes along with the

‘schedule of rotations of the center's largest groups. Consistent with other convention centers in large U.S. cities;

the convention calendar has a significant impact on lodging market performance and econemic oufput, »

The JLLH Consulting Team reviewed Moscone Center annual reports, definite group booking reports and lost
business reports in order to determine booking patterns, utilization rates, user profile by business sector, average
spend and space utilization. This analysis was employed to inform future attendance projections and the cost
benefit analysis of the various expansion scenarios. '

COPYRIGHT © JOMES LANG LASALLE IP, INC. 2012. Alf Righls Reserved
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1.3

Attendance trends: The two largest business sectors of groups that convene at the Moscone Center
are High Tech/Computer and Medical, together accounting for two thirds of attendees.

Average Gross Exhibit Space Used per Attendee: The amount of gross exhibit space used per
attendee approximated 40 sf. in FY 2010/2011. For groups booked in future years, the mefric
generally marks a gradual decline, suggesfing 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- aﬂendee direct spend is
expected to remain flat/mark a slight decrease.

Average Number of Event Days pei' Convention: JLLH concluded that the Moscone Center is
currently not exposed to any significant convention industry trends whereby the average length of a
convention is increasing or decréasing substantially.

Summary of Previous User Surveys

In an attempt to uncover other trends or insight for its attendance projections and subsequent economic impact

calculations, JULH also evaluated existing Moscone User surveys. Surveys reviswed generally indicate users'
satisfaction with San Francisco Travel from a convention sales aspect and affirm the draw of San Francisco as a
destination. Furthermore, some respondents noted dissatisfaction with the non-renovated areas of the Moscone
Center; and, in some cases, respondents cited space constraints as a potential future impediment.

Analysié of Key Lost Groups

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

First Option Went Definlte

Board Decision - 15% $ H 467
Change in Rotation 15% $ $ 191
Dates Not Available 10% $ $ 172
Does Not Meet Center Requirements ) 0% g $ -

" Economic Reasons 0% g $
Space censhraints . 100% $ $ 950

Source: Jones Lang LaSalle Hotels

Key Findings - Survey of Competitive Environment and Potential for Expansion

JLLH evaluated competitive convention centers in the U.S. In summary, the Moscone Center is smaller than the

" 12 convention centers that JLLH deemed most competitive to it, especially with regard {o exhibit space: the

Moscone Center has 1.7 s.f. of exhibit space per square foot of meeting space, while the compefitive set's

COPYRIGHT @ JONES LANG LASALLE IP, ING, 2012. All Rights Reserved
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average Is 4.3 s.f. of exhibit space per square foof of meeting space—supporiing the case for an addition of
exhibit space at the Moscone Center. ’

JLLH independently demonstrated that a market growth rate applied to the current number of atiendees warrants
the addition of exhibit space at the Moscone Center in the future. JLLH demonstrated that by FY 2021/2022, the
growth in attendance will warrant an additional 120,000 s.f. of exhibit space.

Conﬁpetitive Convention Center Expansions: Impact on Lodging Market

JLLH studied the impact that substantial expansions of the 12 competitive convention centers had on their
respective lodging markets. 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 to if no expansion took place). This analysis
shows that an expansion of 2 convention center can enhance hotet RevPAR across. the relevant market areas.

Filling Market Niche with Ekpansion

JLEH examined how the proposed expansion can il a market niche to fead 1o a compefitive advantage. Elements
for success include: :

o Allow for natural fight where possible,
»  The additional exhibit space should be contiguous with the Moscone Center's largest exhibit hail,
Any additional bufidings should be physically connected with Moscone Narth/South.

Key findings ~ Analysis of San Francisco Lodging Market

There are currently 224 hotels in San Frangisco with a total of approximétely 34,300 guest rooms, roughly 25,000
of which are within walking distance of the Moscone Center. No new supply has entered San Francisco since
2008, a stark contrast to other major U.S. gateway markets.

San Francisco Lodging Market Outperformed Post Previous Moscone Expansions

Having demonstrated on a national basis that convention center area hotels generally garner higher revenue
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 specificaly.

The three-year post expansion real RevPAR compounded annual growth rate ranged from 5.4% to 8.4%, and the
five-year post expansion real RevPAR CAGR ranged from 7.8% to 12.1%. These growth rates generally exceed
the 6.6% long-term real RevPAR CAGR that the city’s core convention center hotels experienced, and as such
supports that significant Moscone Center expansions have led to higher real RevPAR growth than witnessed
during non-expansion periods. ‘ '

Gross Metro Product and Hotel Demand Correlated o Convention Attendance

JLLH performed a regression analysis between convention attendance hotel demand, RevPAR, retail sales
revenues, wage and salary disbursements, gross metro product, air passenger fraffic, Jeisure and hospitaiity
employment and hotel tax revenues. The highest correlation resulted between convention attendance and San
Francisco County gross metro product, hotel demand for core convention area hotels and San Francisco County
wage & salary disbursements, all of which exhibited a correlation of 0.70 and above, exhibiting the relatively
strong relationship between convention attendance and economic factors in San Francisco.
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Key findings - Expansion Cost Benefit Analysis

JLEH conducted a cost benefit analysis of the various Moscone Center expansion scenarios to address the
business case for optimum expansion of the current faciities. JLLH's conclusion Is based on a refurn on
investment analysis, where the investment equals the cost to construct the expansion space while considering
lost business during construction; and retum refers to the projected incremental income fo the expanded facility
and economic impact derived from incremental visitor spend and tax revenues generated by expansion.

Evaluation of Various Expansion Scenarios

JLLH projected- the growth in attendance from FY 2011/2012 through FY 2025/2026 for a variely of expansion
scenarios, summarized below:

1 ird Street Addifon' _ 227,908,386 99,700
2 Howard Stest Connecior Expansion’ o 244,593,614 107,000
3 Moscone East Constructon 670,000,000 170,150
4 Third Srest Addifon and Howard Street Connecior Expansion 472,500,000 208,700
5 Third Street Addilion and Moscone East Constructon B897.906,386 269,850
6 Howard Streat Cennector Expansion and Mescone East Construcfon 914,583,614 277,150
7 All Three Expansions 1,142,500,000 376,850

*San Francisco Travel did notbreak down construcfion cost for Third Skreet Addifon and Howard StreetConnechor individually,
JLLH terefore allocaied i based on each compenents' saleable s.f of space
Note: Consinuclion cost for all expanson scenarios was provided as a range; JLLH used the mid-point of he range in its study

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

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

Calculation of Ecoromic Impact Scenario

JLLH studied the economic impact that various expansion scenarios are expected fo yield; the [RR of the
associated construction costs against the incremental economic impact were used in formulating JLLH's final
recommendation.

To compute the full economic impact of the various expansion scenarios, JLLH relied on data from IMPLAN.
IMPLAN's multipliers consist of three types 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 to
purchase goods and services to produce the product purchased by the direct effect. Induced effects are the
response by an economy to the initial change causing further local economic activity.

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

- incremental Moscorie Center Net Operating Income, incremental visitor spending and associated tax benefits.

JLLH excluded the economic |mpact from the construction from the construction itself in the analysis of the seven
expansion scenarios.
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Cost Benefit Conclusion

For each of the sevén expansion scenarios, JLLH computed the 15-year IRR of construction costs and economic
impact of incremental increased attendance. The table below shows the forecasted IRR and employment change
summary for each scenario:

Scenario 2, the Howard Street Connector Expansion is expected to generate the highest return on investment
given the anticipated high degree of economic impact relative to a proportionately modest capital investrent.
However the total impact and induced employment is also limited due to the addition of only 107,000 square feet
of space. Although Scenario 2 (Howard Street Connector Expansion) vields the highest IRR, operationally, it
needs to be linked with either Moscone East.or Third Street Addition in order to accommodate displaced demand
during the construction period. Scenario 6 (Howard Street Connector Expansion and Moscone East Construction)
yields the second highest IRR with the second highest employment growth, and has the capacity to generate
growth in convention attendance to generafe economic impact to offset its high consfruction cost. Conversely,
the larger expansion options such as Scenario 3, Moscone East Construction, Scenario 1, Third Street Addition
and the combination of beth (Scenaric 5) or all three {Scenario 7) are expected to'generate minimal to negative
[RR in terms of economic impact but still generate significant job growth for the area.

In addition, it should be noted that the economic impact of the various development. scenarios would be
augmented by the economic impact from the construction spending for each respective project. The economic
impact from construction spending is presented in the following table,

$914.:.93,s14_

Furthermore, based on our analysis, Jones Lang LaSalle believes that afl seven scenarios can generate positive
operational IRR's and be substantially improved (effectively paying for the development) by .the additional
development of a Headquarters Hotel attached or adjacent to the Moscone Center.
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Impact on Hotel Market Occupancy

JLLH projected future hotel demand, assuming no supply increases to core convention center hotels, fo
demonstrate how increased attendance associated with the recommended expansion will likely warrant the
addition of new hotel supply in the future.

Based on the projection methodoiogy detailed in the body of the report, the rise in convention atfendees amid
minimal supply increases is expected to be limited by an annual occupancy likely not fo 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/or be turned away foward hotels outside of San Francisco or diverted from their trip all together. Therefore,

~ based on the incremental convention center attendance resulting from the various expansion stenarios, there is
strong evidence to suggest that the market will be able io support the addifion of new hotel stock over the
medium- term. The addition of hotel rooms, whether part of an official convention center headquarters hotel, or
another hotel in the immediate area, will have an additional positive impact on area employment, economic
impact, tax revenues and forecasted Internal rates of retum beyond what is quantified in this report.
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Review of Existing Facility Performance

Property Overview

The Moscone Center is located 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—standmg buiiding. The three buildings comprise of approximately two million square fest of
building area. The center is named after George R. Moscone, a former mayor of San Francisco. There are
approximately 25,000 hotel rooms within walking distance of the convention center.

-Moscone South opened in 1981, and cbnsists of 260,600 s.f. of exhibit space in Halls A, B and C. Moscone North

opened in 1992, adding 184,400 s.1. of exhibit space in Halls D and E. This addiion is connected to Moscone
South via underground corridors and meeting space. The latest addition to the center is Moscone West, a stand-
atong building located one-half block to the west of the other two buildings. Moscone West features 96,700 s f. of
exhibit space on the first level,
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The Moscone Center is owned by the City and County of San Francisco. The Moscone Center is privately
managed by SMG, an entertainment and convention center venue manager. Convention business for the center
is booked by San Francisco Travel which serves as the city’s conventions and visitors' bureau.

The JLLH Consulting Team performed a comprehensive review of the historic performance of the Moscone
Center by analyzing annual reports, definite group booking reports and lost business reports in order to determine
booking patiems, utilization rates, user profile by business sector, average spend and space utilization. This
analysis was used to inform the Moscone Center and future projections and the cost benefit analysis of various
expansion scenarios. :

JLEH toured the North, South and West buildings of the Moscone Center on January 20, 2012, viewing baoth front-
of-house and back-of-house areas. JLLH was able to visually inspect non-renovated areas and renovated
spaces, along with Moscone West, the newest building of the Moscone Center. JLLH also viewed the Third Street

Garage (from the outside) which represents a potential expansion site for Moscone East.” ’
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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 recommendations and is
summarized in JLLH's files.

In order to ensure a complele review and assessment of the Moscone Center, JLLH also obtained background on
the operating structure of the Moscone Center and the center's collaboration with San Francisco Trave! and the -
TID during these meetings. JLLH confirmed that the Moscone Center's mandate to achieve maximum economic
impact for the City of San Francisco supersedes ifs objective fo ifself furm an operating profit. As such, the
Moscone Center often operates at a net operating income loss, which is typical of convention centers across the
country.

JLLH also established durihg the above-referenced meefings that it is the Moscone Center's policy to generaily
not hold any public shows at the center, the exception being the San Francisco International Automobiie Show.
This event takes place each November and fypically draws up to 300,000 aftendees which purchase a ticket to

_enter the show, thus marking a sigrificant ditference from other convention attendees (delegates) who attend a

convention due to their affiliation with a certain company, association or business sector.

Representatives from San Francisco Travel and the TID stated that the Moscone Center is unlikely to consider
holding more public shows such as the auto show. Therefore, JLLH did not consider this scenario in its
recommendations or projections.

Moscene Center Historic Attendance and Event Volume

JLLH conducted a thorough analysis of the Moscone Center's historic performance and definite groups on the
books. San Francisco Travel provided JLLH with the annual attendance and number of events from FY
1989/1990 through FY 2010/2011, displayed in the chart below.
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Annusl Attendance and Events FY 198971930 - FY 204011 .
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JLLH was provided with Moscone Center Annual Reports for FY 1990/1991 onward. Qverall attendance reached
an interim peak of 894,800 during 1998/1999. Attendance thereafter dipped slightly in 1999/2000, but the volume
of convention attendees increased in 2000/2001 to 839,400. This time period marked the height of the-technology
boom in the San Francisco area, which was a driver for technology-related conventions, Consistent with national
frends, convention attendance declined foliowing the events of 9/11 and the ensuing economic dowmturn.

In San Francisco, the dip in the technology sector further confributed to an ongoing slowdown in convention
attendance. As is described in more detail in Section 4 of this report, San Francisca experienced a longer and
deeper lodging market downturn following 9/11 than. most other large U.S. markets, and convention center
attendance figures mitror this trend. The Moscone Center's attendance hit trough levels in FY 2001/2002 at
744,700 attendees, 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 fo a then record-high in FY 2005/2006 of
1,046,300 aftendees. Due to the rotation of several large groups, FY 2006/2007 saw a 7% decline in attendance,
but attendees thereafter grew to an all-time high of 1,278,000 in FY- 2007/2008. The economic downturn then
contributed to @ 24% attendance decline in FY 2008/2008 and a further 5% dip in FY 2009/2010 to 819,800
attendees. Atfendance rose by 19% in FY 2010/2011 to reach 1,093,000, representing the highest fevel in four
years, but still 15% below the record FY 2007/2008 peak.

10
COPYRIGHT © JONES LANG LASALLE P, INC. 2812. All Righis Reserved



Moscone Center Expansion Cost Benefit Analysis — Phase IT Analysis

23

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

The annual reports contain more detailed attendance data based on type of event, which JLLH plotted for
2000/2001 onward fo show addifional detail in the chart below. The largest subcategory of convention attendance
as defined by San Francisco Trave! is the Convention/Tradeshows category; which comprises roughly 50% of
total attendance each year. The nextargest categories are Tradeshows and Consumer Shows (Public/Gated).
Consumer Shows include public shows such as the San Francisco Automobile Show.

Moscone Center Event Aftendees
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Profile 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 booklngs on the books through FY 2019/2020 based an a
repart provided by San Francisco Travel.

‘This definite booking report contained data on 766 meetings. The overall attendance figures in this report do not

necessarily match the overall attendance figures stated in the Moscone Center's annual reports for previous
years because a number of confidential conventions were omitted from the detail report furnished 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 included only where it did not skew the findings. The
report did not contain the headquarters location of the group nor did it state the point of origin of the attendees so
JLLH did not analyze this.

- JLH conducted an analysis of the definite booking report to tabulate data and establish trends in the follovwng

categories by year and primary business sector:

»  Atfendance

= Average gross exhibit space used per aftendee
»  Average direct spend per attendee

= Average number of event days per convention

JLLH drew comparisons to national frends in the meetings industry where appropriate. JLLH synthesized
information from the 2012 Meetings Market Trends Survey, an online survey completed by 805 meeting planners

1
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to assess the macro perspective in the meefings industry and inform findings about overall issues the industry
faces. The number of responses coltected for the survey (805 responses) is con5|dered a statistically significant
number. .

Accordmg o the survey, the three largest challenges that meefing planners expect fo face in 2012 are increasing
costs, a lower budget, and declining attendance. These concemns were consistent with themes picked up during
the Moscone user interviews and competitive convention center management mterwews

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

Lastly, JLLH reviewed the most likely changes that meeting planners expect to see in the future based on the
survey. The methodology for this question was unclear as the responses did not total 100%, but JLLH
nonetheless reviewed the most frequent responses. Among the most common responses was “more complicated
contract negofiations”, often due to organizations’ desire to monitor budgets and mitigate risk. Meeting planners
and convention center managers that JLLH interviewed also cited this as a prominent trend that is fikely here to .
stay.

Anwother common response in the 2012 Meetings Market Trends Survey was the “greater emphasis on ROI",
which again is consistent with responses gathered dunng JLLH's interviews. Another frequent reply was that
meeting planners concurrently cited “less entertainment” along with “more meeting sessions per day” as frends
for the future. This implies that meetings’ programs are getfing fuller and condensed in order to focus more on the
business purpose.

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

Aftendance Trends

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

JLLH therefore attributed each group to one of nine business sector categories defined by JLLH to more
accurately capture the business industry attributable to the group: High Tech/Computer, Medical, Science,
Education, Architecture/Construction/Real Estate, Financial Services, Food Industry, Marketing/Digital Media and
Other. Public shows, such as the annual San Francisco intemnational Auto Show, along with the Major League
Baseball DHL All-Star FanFest held in 2007 were excluded from the anaiysns as these groups are driven by
different business factors and have a less significant economic impact on the surrounding hotels.
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Moscone Center Definite Booking Attendance by Business Sector
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JLLH calculated the standard deviation by which annual afiendance varied from all years, and defermined that
the attendance count in the High Tech/Computer business sector generally was most volatile. The business
sector with the second greatest standard deviation was the Medical sector. JLLH however cautions that this
analysis is influenced greatly by the completeness of the data. Any omitted {confidential) groups can skew the
volatility of the group, and as such did not assign much weight to the volafitity of groups in its analysis.

Average Gross Exhibit Space Used per Attendee

JLLH 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 NorthSouth/West). JLLH
considered the exhibit space square footage 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 atiendee averaged
across all business sectors.
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Gross Square Feet'of Exhibit Space Used per Attendee
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Average Direct Spend per Atfendee

JLLH evaluated the average direct spend per atfendee based on the definite group booking report. According to
San Francisco Travel, the direct spend category refers to spending in San Francisco only and is comprised of the
foltowing three categories: a) local spending on lodging, dining, entertainment, retail and focal transit based on
San Francisco Travel surveys; b) local spending by meeting sponsors based on Destination Marketing
Association International estimates; and c) local spending by exhibitors on booths and entertainment based on
Destination Marketing Association International estimates. Together, this comprises the estimated direct spend of
agroup 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 reporfed 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 purpose
of the analysis described in this section was primarily to ascertain how average direct spend per attendance is
trending. Average direct spend per aitendee peaked in FY 2009/2010 driven by several groups which
represented a high level of expenditure and lower than average number of attendees as a denominator. San
Francisco Travel did not specify whether the figures are adjusted for inflation, so It is assumed that the figures
represent actual spend in the respective years at that year's current dollars.

: 14
COPYRIGHT © JONES LANG LASALLE IP, INC. 2012. All Rights Reserved



Moscone Center Expansion Cost Benefit Analysis — Phase Il Analysis

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

Expected Budget Chaiiges in 2012 based on industry
Survey

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

In establishing a profile of past facility use, JLLH also calculated the average length.of conventions for each of the
fiscal years contained in the definite booking report. The length of a convention is expressed in-event days, which
refers to days on which the convention has a scheduled program. The event day measure excludes the move-in
days leading up fo the show and break-down days following the meeting.

Average Event Days Per Convention .
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The average number of event days for conventions held at the Moscone Center is in line with industry averages. _
According to the 2012 Meetings Market Trends Survey, an online survey completed by 805 meetmg planners
43% of respondents stated that their typical meeting duration is 2.5 - 3.5 days. :
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Typical Mesting Duraticn based on Industry Survey
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Source: 2012 Meetings Market Trends Survey

24  Analysis of Existing Users’ Surveys

To gamer any other insight for its atiendance projections and subsequent economic impact sfudy, JLLH also
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 2011.The surveys were generally completed by the lead meeting planner of the convention.

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

Betow is a list of the organizations that responded to the Convention Services Critique Form.;

Qrganizations REspond
addech

American. Academy of Dermaluiugy
American Chemical Sccigty _
Américan Geophysical Union
American Psychialric Association,
Ametican Soqety for Su;gery of the Hand.
ASCD

Calfonia Dental Association
Cambridge Healtitechlost, -
Candiovascular Research Foundation = ©% -2 7w 77
cwx . .

IDG World Expo, Ino, = . - 7t e
Intel Corporation o )
intemational Trademark Assomauon SR e
Java .

Nafional Assoclation for the Specialty Food Trade

National Association of Independent Schools B

National Association of Secondary Schook Prmdpals .

RSA, the Security Division of EMC

Semiconductor Equipment and Materlals Intemational

Socmy of Gynecologlc Oncologists

SPIE - .

Subway Ftanchse World Headquarters

SunGard Higher Education

UCSF )

Urban Land Insfitute
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~ Moscone Center Expansion Cost Benefit Analysis — Phase II Analysis

Below is a list of the questions contained in the survey:

How would you rats the profzssionalism?
How would you rate the responsiveness?

3 Covivéntior Services Depitiien
jow would you rale the SFCYB Convention Services Representative's knawledgs of your meeting?
How would you rale the professionalism?
How would you rate the responsiveness?

Qullty of promofional materials
San Francisco Baok

Attractions/Entertaining/Shopping
Cleanliness”
Hotel Raies
Resfaurants
Safety
Transportation
9. Dést alt experignce

For mast 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 a score below “2” in any of the categories.

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

Respondents' safisfaction with San Francisco as a whole averaged 3.94 points. This category was negatively
affected by respondents’ perception of cleanliness, which averaged 3.55, and the Hotel Rate category, which

averaged 3.34. JLLH atfributes these two below-average scoring categories to meeting planners’ concems
regarding the homeless population around the Moscone Center and the downtown hofels, and the fact that hotel’
rates were often perceived as being high.
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Selection of Moscone Center User Surveys 2009 - 2011
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Source: San Francisco Travel

For the surveys reviewed, 61% of respondents indicated that their overall experience in San Francisco met
expectations, and 39% stated that thelr expectations were exceeded. Additionally, 80% of those surveyed

indicated that they will consider San Francisco for a future event,

How Users Rate Overall Experience in San Francisco How Users Rate Qvarall Experience in San Francisco
100% 1

100% -
80%
o

40% 4

% -

T 20% 1 2% i——

0% -
= "Ml Not Conelder S8an Francisco for Their EventAgain

] ded Expecialt el Expectaton:
Eme_ pecaicns 2 Met Expectalons # Wil Consider San Frandisoo for Their Evert Agzln

Source: San Francisco Travel

_Three questions on the survey allowed respondents to provide free-form commentary. While these responses

cannot be statistically tabulated, common themes were as follows:

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

as a destination and popularity among atfendees;
«  Need for renovation of sections of the Mascone North and South;

COPYRIGHT ® JONES LANG LASALLE IP, INC. 2012, All Rights Reserved
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25

»  City is more expensive than other cities in the convention’s rotation. This primarily referred to Moscone
- Center rental rates, Moscone vendor and labor rates and hotel rates along with perceived rigidness of
hotels when negotiating room blocks and rates; _
= Concern about homeless population in the area sumounding the Moscone Center; cleanliness of
sidewalks around the Mescone Center.

Analysis of Key Lost Groups

JELH conducted a detailed review of groups that tentatively held dates and space at the Moscane Center but
were subsequently lost, as opposed fo being converted fo the “definite” category. A review of this data was
deemed essential in reaching an informed decision regarding the current constraints that the Moscone Center
faces and for the formulation of recommendations for the future.

San Francisco Travel provided JLLH with a fist of “Citywide Lost & Tumed-Down Groups”. The report was run for
meeting dates from January 1, 2010 through December 31, 2019. The report contained 904 lost and turned-down
groups for that time period. As part of its analysis of the performance of the existing facility, JLLH reviewed this

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

Based on the report, 884 groups on the list were lost and 20 groups were turned down. According to the report,
the reason that groups were turned down is becauss they did not meet the center requirements, which is
assumed fo be because of size (i.e. too small) or type of group (i.e. public show). The turned down business
represented a minimum of 2% of fotal non-materialized business and was as such not analyzed further.

For each group that was lost, the report 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 Travef containing the 884 lost groups, some 362 groups stated “Reason 1” lost
as "Other”. JLLH asked San Francisco Travel for additional detail on the “Other” category for this large proportion

 of groups in order to be able o conduct a more compiete analysis. San Francisca Travel provided a separate file

which contained free-form written commentary for each of the “Other” categories on the first report. Based on this
supplementary report, JLLH categorized as many of the “Other” responses mto ane of the existing San Frangisco
Travel-defined ‘reason lost categories as possible. :

Subsequently, JLLH reviewed the results for each of San Francisco Travel's pre-defined categories, and
consolidated several similar categories to make the analysis more streamiined. For example, JlL.H determined
that three categories—"Appropriate space not available”, “Convention Center too Small” and “Non-contiguous
space/Split Exhibits—relate to physical space constraints and were combined by JLLH in a category named
“Space Constraints.” The number of categories was thereby consolidated from 17 reasons to eight reasons as

- defailed below:

2
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Appropriale spacs notavaliabie 172)
Beteer Draw of Clients in Selecked Area (80)
Board.Decislon (20) -
Chenge nRosfon (B5)
Convenfidn Center Rates Toa High {60
Convenion Center bo Small (30)

Diles NotAvaisble (40) e ot Avatable -
Does not meet Center Regui Does NotMeet Cener Requirements
Ecanomic Reasons (42). ° onorric Reabons

Lebor Negofafons (B7)

Meaing Cancaled 145) *+*

No viable bids recoived {71)

Non-confguots space/Splt Exhibls {73)
Polical Rezsors 50)

Chier {See Recommended Aclion; Secfion) (90) =7+
Room Rates Too High (10) Economic Reasons

"JLLH notes that several of the categories as defined by San Francisco-Travel are not necessarily mutually
exclusive. For example, a common reason for the loss of business was due to “Board Decision”. This could be
the result of “Economic Factors” or “Dates not Available”, both of which are their own separate categories. JLLH
therefore advises that this analysis be considered in aggregate with other factors. None of San Francisco 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 comman reason why a group was lost was due to a board decision (32% of lost groups). This category
was followed by lack of suitable dates (17%), change in rotation (12%), economic reasons (11%} and first option
went definite (11%). Ancther 8% of groups were lost due to Moscone space constraints.

Moscone Center: Reason Groups Lost 2010 - 2019

Board Decigion

Dales not Available
Economic Reasons g
First Option Went Definite §
Doss Not Meet Center 81
Requirements i

Source; San Francisco Travel

JLLH further broke down the “Economic Reasons” category. Of the 99 responses in this category, 35 stated
“Hotels too Expensive” and 28 stated “Convention Center Rates too Expensive”. The remaining did not specify
more detail. '
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Additionally, JLLH took a closer fook at the “Space Constraints” category. Of the 71 responses in this category,
. 36 were atfributed to “Convention Center toc Small". The “Non-contiguous space/Split Exhibits’ category was
only selected in two instances and was as such not plotted individually in the graph above.

‘In order fo aftempt to quantify the economic impact of groups fost due to space constraints at the Moscone
Center, JLLH more closely analyzed which cities the Moscone Center lost groups chose in instances where the
reason of "space constraint” was given,

~ Ranked by amount of foregone direct spend, the Moscone Center lost four groups fo Chicago, resulting in an
estimated loss of direct spend to the City of San Francisco of roughly $177 million. Chicago was followed by Las
Vegas, which captured .12 groups lost from the Moscone Center due fo space constraints, at an estimated
foregone direct spend in San Francisco of roughly $116 million. San Disgo was third, capturing six conventions
with estimated direct spend of $114 million.

The other cities, as fracked in the repori, are displayed in the graph below. The fact that Chicago, Las Vegas and
San Diego were the primary cifies which accommodated groups lost by the Moscone Center is consistent with
commentary that JLLH gained from senior-level meefing planners of conventions which currently convene af the
Moscone Center or have held events at there in ﬁ1e past.

Direct Spend of Conventions Lost due to Space Constraints 2010-2019

$250 2
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Source: San Francisco Travel

In order fo approximate the full direct spend of groups that were lost due to space constraints, JLLH recognized
the need fo cast a wider net and also evaluate the potential direct spend of groups lost for reasons other than
"space constraints” as the different reasons influence each other and cannot simply be examined in isolation.

JLLH established a methodology whereby each of its consolidated fist of nine reasons for loss of group was

assigned a factor, and this factor was multiplied by the estimated d!rect spend for the groups lost fo that particular
reason. The assumed factors are displayed below:
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First Option Went Define.~~~ *

$ . $
Board Dacislon $ 3110 § 467
Change In Rotation $ 1,276 § 191 .
Dates Not Avallable $ 1,716 § 172
Does Not Meet Center Requirements $ 455 § -
Economic Reasons ' $ 931 $ -
Space constraints $ 950 $ 950
Other ' $ 887 §

222

Source: Jones Lang LaSalle Hotels

26 Macro Level Factors that Impact Historical Attendance

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

« Demand shocks from economic and natural disasters, such as the Astan Financial Crisis, Dot-Com
Bubble, 911 and the Loma Prieta Earthquake.

¢ Number of flights offered at San Francisco International Airport to both U.S. and interational
destinations.

» The compressed geography of San Francisco enhances the walkabiiity from the hotels to the Moscone
Center, which eases fransportation planning and diminishes costs.

« San Francisco is a renowned and unique destination and offers major mtematlonai tourist attractions. -
Many attendees bring their significant others, because the cify offers many tourism activities.

« Cost and avaiiability of accommadations within the city. '

o Proximity of San Francisco to other tourist attracfions, such as Wine Country and Monterey/Carmel.

« The year-round mild climate in San Francisco.

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

2.7  Conclusions from Interviews with Moscone User Groups

JLLH conducted interviews with six Moscone Center users who may require more space in the future, in order to
obtain comments from these groups on their current and future convention needs as well as suggesfions on how
to incfease the competitiveness of the Moscone Center going forward. The inferviews' salient points are
summarized in the following: '

o Comments about the Lodging Market
o Risk of not having sufficient number of guality hotel rooms to accommodate large groups.
o Tend to need to contract room blocks with a higher number of hotels in San Francisco versus
other cities. '
e Compefitive convention center markets in U.S include Chicago, Las Vegas, New Orleans, San Diego,
Los Angeles, Boston, Orlando and Aflanta.

23
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« Pros of Moscone Center

o]

0O 00O 00 O

Location: In San Francisco and within the city limits.
Walkabdlity of San Francisco.
Strong airlift with regard to domestic and international destinations.

San Francisco aftracts more attendees, especially with regard fo intemational atfendees.

Favorable partnership with San Francisco hotels.

Proximity of the Moscone to the company’s headquarters.
Renovation with upgraded technology and meeting space.

Users stated that they favor the layout and finishes of Moscone West,

« Cons of Moscone Center

O
e
o
o]

Disconnection of Moscone West to North and South

Lack of configuous space as exhibit halls are separated among the three buildings.
Arches in the exhibit space add restriction to the viewing and usage of the space.
Do not like 100-series meeting rooms due to the tight corridors and small rooms.

» Desired Changes to the Moscone Center

(o]

O 0O O 0 ©

Add 100,000 to 150,000 s.f. of contiguous exhibit space.

Add additional meeting space in North and South (flexible space).
Add more natural light in hallways and around meeting space.
Connect existing exhibit halls in North and South.

Connect buildings with either a sky bridge or underground passage.

Convention center expansion should correspond with additional adjacent or connected hotel

rooms.

2.8 Conclusions from Interviews with Competitive Convention Centers

fn order to form a more comprehensive understanding of the possible impact of 2 convention center expansion,
JLLH conducted interviews with seven competitive convention centers that have experienced a previous
expansion and/or have plans for future expansions. The key findings from the interviews are below:

o Trends in Convention Bookings

o]
e
o
)

Attendance levels have flattened or declined since 2000.

Projecting annual attendance growth rates of 2% to 5% over next five years.

A number of annual conventions have been eliminated.

Saw atfendance growth in 2011, but attendance has not returned o peak Jevels.

s Impact of Expansion

o]
o

O

Minimal disruptions were seen in previous expansions with on[y some noise complaints.

General consensus that convention centers cannot afford 1o displace business; therefore,

development plans are structured fo avoid disruption wherever possible.

Event planners will secure future events at the convention center as soon as expansion p!ans '
are finalized. Typically, the sales team will start selling the space two to two and one-half years

in advance of the new space coming online.
Uptick i in bookings was seen two fo three years after the compleﬂon of the expansion.

. Expansmn Improvements
o Upgrades of existing technology, such as audio visual eqmpmem and Wi-Fi throughout deemed

o]
o

a necessity.
Increase amount of contiguous space and balfroem space.
Connect every building either by underground passage or connecting bridge.

« Comments on Moscone Center

COPYRIGHT ® JONES LANG LASALLE IP, INC. 2012, Al Rights Reserved
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o Advantages include San Francisco as a destination, international draw of city with a sfrong
airift, 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 flow
of the convention center with Moscone West as a standalone building.

« Important Factors to Consider for Expansion Plans
. o Flow of convention center as a whole; afiow for fiexible registration space as technology trends

are shaping space requirements (due to online registration, etc.)

o Fully understand details of construction schedie and communicate it clearly to convention
sales team so groups’ expectations are managed. '

‘o Design flexible space in order to adjust to changes in consumer needs.
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3

341

Survey of Competitive Environment and Potentlal for
Expansion

JLLH conducted a detailed comparison and analysis of compefitive convention centers in the U.S. Throughout
this section, JLLH will confinuously refer to 12 convention centers deemed primarily competitive to the Moscone -
Center. This list of competitive convenfion centers was compiled based on feedback from discussions and
interviews with San Francisco Travel senior staff, Moscone Center executives, senior meeting planners of past
and current 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.

Anahgim Convenﬂon Cen_ter

Gedigia World Congrass. Caiife
Las Vegas Convention Center

Los Angare Coviviitior: Cle)
McGomck Place ’

Source: Jones Lang LaSalle Hotels based on convention certters’ websites

Impact of Other Convention Center Expahsions' on Lodging Market

JLLH studied the impact that substantial expansions of competitive convention centers have had on their
respective lodging markets. JLLH conducted this analysis for the 12 convention centers deemed most competitive
fo the Moscone Center. All convention centers in the study had at least 500,000 s.f. of saleabie exhibit space and
have undergone one or more substantial expansions—in most cases an addition of 200,000 or more square feet
over the past 20 years.

For the 12 markefs where these convention centers are located, along with San Francisco, JLLH computed the
historic CAGR of hotel RevPAR for each of the cities. In most cases, JLLH had access to historic RevPAR data
going back to 1987. JLLH used hotel revenue per available room as a metric fo quantify hotel revenues. The
sefected RevPAR data largely perfains to hotel brands that typically serve a significant amount of group-related

- demand, such. as Marriott, 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-rated submarkets of the
mefropolitan areas. '

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

26
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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 ill a2 market niche to benefit from a competitive
advantage. The recommended competifive positioning of the Moscone Center is discussed further Section 3.3.
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While the average published rental rates vary from market to market, they must be considered in aggregate with
the entire package offered by the city and JLLH as such did not assign much weight to the differences.

3.3  Evaluation df Additional Exhibit Space Warranted

Independently of the aftendance projections from which the economic impact is calculated in section 5, JLLH
attempted to demonstrate that a reasonable growth rate applied to the cumrent level of attendees warrants the
addition of exhibit space at the Moscane Center in the future. 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 attendess accommodated per square foot of available exhibit space to devise a utilization
ratio.

) .42
1890/1981 572,395

189111082 811,381
4992190 . ..o TEE,202:

19931994 835,762

1994/1898 ) 748,824

19951936 787,276 442,000 18
199571887 8TT 827 442,000 20
190711998 834,243 442,000 19
1998/1908 B94,818 442,000 20
1998/2000 684,268 442,000 15
200072001 833,390 442,000 19
200112002 744,745 442000 17
2002/2003 747,832 442,000 7
2003/2004:. . ..-.00-. 937,440 . 538560 .. - 17
200412005 819,843 538,660 1.5
2005/2006 1,046,272 538,560 18
2006/2007 974,676 538660 18
200772008 1,279,000 538,660 24
20082008 968,664 538,660 18
20092010 918,811 538,660 17
20102041 1,092,075 53BE60 . 20
201472012F 1,028,577 512689 20
2012(2013F 1,053,873 528,937 20
2013(2014F 1,085,885 543,942 20
2014/2015F 1,109,218 554,608 28
20152016F 1,141,880 570,980 0 -
2016/2047F 1,175,710 7855 20
201772018F 4,199,708 599,855 0
2018R2019F 1,220,935 . B14.967 24
2012720207 1,247,319 623,660 0
202002021F 1,279,453 539,746 20
2021/2022F 1,318,255 656,128 1 ]

Average Moseane Ni§

Average Moscone N/SAV ’ R R4
Lang-Term Average 1.90
Recent5-Year Average . 194

Nots; The figh! rad rows pertain ip hisioric expansion yeare
Note! JLLH assumpiions are in biue font
Source; San Francisca Travel, Jones Lang LaSalle Hoble
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34

'35

JLLH then applieﬂ 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 its research and interviews.

JLLH also assessed the capacity fo retain and grow demand through non-expansionary measures such as
property configuration or marketing. Based on its tour of the Moscone Center, JLLH did not find that permanent
changes can be made to the existing space which would yield in a more efficient layout and/or flow of space.
Based on its meetings with San Francisco Travel, JLLH did not identify any apparent changes that could be made

1o the bureau’s marketing strategy which would result in a material increase in attendance assuming static facility

layout.

Marketing Moscone West as a Stand-Alone Facility

JLLH evaluated whether Moscone West could be markeied as a stand-alone facility following an expansion of the
Moscone Center. From reviewing definite booking reports, JLLH nofes that Moscone West is in some instances
already being used to accommodate groups on a self-sufficient basis, meaning that all activities are housed in
Moscone West without making use of Moscone North and Moscone South. But for large groups, no matter which
of the expansion scenarios is selected, Moscone West will continue to be required to accommodate the needs of
the group. JLLH thersfore does not deem it strategic to permanently market Moscone West as a stand-alone
facility, but rather recommends continuing to use it as a stand-alone facility when it best fits the needs of a given
group.

Filling Market Niche with Expansion

JLLH examined how the proposed expansion could fill a market niche which would lead to a competitive
advantage. JLLH drew its analysis on interviews with senior-level staff from San Francisco Travel, Moscone
Center executives, senior-level meeting planners who have used the Moscone Center and online research of
competitive facilifies.

The purpose of the detailed compefitive analysis was to determine how an expansion of the Moscone Center

could offer facilities that will make the market more compefitive among its peer set, fo realize operational

efficiencies and economies and to most effectively yield manage the facility, all with the purpose of distinguishing
the complex from its competitive set fo be able to refain and grow core clients. Below is a broad assessment of

) high-impact points that should be considered in the proposed Moscone Center expansion:

San Francisco as a destination has significant draw and allure. The consensus among senior meeting planners
was that their San Francisco rotafion often gamers the highest attendance of any cily in the country. San
Francisca ranks particularly favorably among international conventioneers due fo the direct air finkages.

San Francisco is gateway o Asla, boding well for fechnology and medical meefings in particular, which are
aftracting a growing number-of Asian attendees. As such, the Moscone Center benefits from being in 2 marquis
location which in itself forms a significant competitive advantage in attracting conventions.

Many large convention centers; like the Moscone Center, were built in phases and, due to space constraints,
often do not have the most ideal flow and layout. The senior-level meeting planners that JLLH interviewed spoke

favorably of the layout and scale of the convention centers in Orlando, Boston and New Orleans, but aside from
31
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these three, the meeting plahners cited few “must repficate’ physical characteristies of other convention centers.
Favorable aspects of these convention canters fo 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 fargest exhibit hall. -

Any additional buildings should be physically connected with Moscone North/South.

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

= Additionally, commensurate with San Franciseo’s positioning as an upscale international gateway
market, JLLH deemed that the corporations and associations that hold conventions at the Moscone |
Center often have aftendees of a higher demographic segment and education level than the average
conventioneer in the country. As such, the level of finishes in the expanded facility should be at the
upper level of what Moscone Center's competitive set currently offers.
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4 Analysis of San Francisco Lodging Market

41  San Francisco Lodging Market Overview - Historic Performance

San Francisco posts higher overall oceupancy rates than many other U.S. gateway markets. Though the market
suffered more than the average of other major markets during the double-hit of the tech bust and the events of
9/11, San Francisco has consistently shown above-average growth in occupancy rates, especially since 2007,
parly due to the minimal supply increases. By year-end 2011, not only did occupancy confinue its frend, but the
average daily rate (ADR) has grown significantly; posting 2.1% growth in cccupancy and 14.7% growth in ADR
among the city's set of upper upscale and luxury hotels. :

Despite the year-over-year growth in ADR, on an inflation-adjusted basfs, ADRs remained below previous peak

2000 levels in 2008—an anomaly not witnessed in many other large U.S. markets. However, the spread of ADR
between San Francisco and the average of the other top U.S. gateway markets has begun fo lessen notably. The
gains in occupancy and ADR have fed to a jump in revenue per available room (RevPAR) of 17.2% far the city's
upper upscale and luxury hotels, among the highest of any major U.S. market.

San Francisco, CALodging Market Performance 1887 - YTD December 2011

250 e s . . .. e o s e e e e — e 00%

£200 cee e e e - - g [ —— 2 e i oB0%

$150

$100 -5 : L 0%

0 - 20%

& - : -+ ..y 2 : - 5 - + + + -
1088 1983 19 1691 {p 1983 1994 1995 196 1997 1998 189 2000 2001 2002 203 2004 2005 2005 X007 2008 2008 2010 20M

sEmSADR  masm RevPAR  ~~—Oce

Source: Smity Travel Research -
Nofs: Data is based on Trac: San Frandsco | Chain Scales: Upper Upscats, Luxmiry, independents in Luwry Class

4.2  Existing Hotel Inventory

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

) 3
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Independents 139 62% 10,624 31%-
] 80

.@..J_.pper Midscale Chains

il

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. volatite, -but
San Francisco's strong occupancy levels, second only fo New York, support the level of independent hotels that
exist in the market.

4.3  New Supply Pipeline

The lack of recent supply openings affinms the exceedingly high barriers to entry in the San Francisco hotel
market and explains investors' high interest in acquiring existing hofels, as seen from the abundant fransactions
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 nationwide growth. The most recent hotel openings occurred in 2008, with
the opening of the 550-key InterContinental in February and the 53-room Fairmont Heritage Place in August. The
following table presents the total new supply inventory that entered the San Francisce market since 2000. The
only hotel opening expected in 2012 is the 22-room Inn at the Presidio.

While the supply pipeline has shrunk greatly across the country, most gateway cities still 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 additional 1,050 rooms are expected to open in 2012. The complete lack of new supply in San Francisco

. in the near term will significantly strengthen the potential for growth in average daily rates in the city, as seen from
the significant year-to-date growth in 2011. .

. ) k")
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Comparison of New Supply Pipeline by Project Phase
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Source: Smith Travel Research

-Performance by Submarket

In the past ten years, supply growth has been concentrated around the Moscone Center. New large full service
hotels have typically entered the market south of Market Street by the Moscone Center because this disfrict had
the highest amount of buildable space. As these new developments increased, the Nob Hill submarket, which
was previously the center of development for luxury hotels, has become less attractive. As the Moscone Center
becomes the center of development, room rates in this area grew at a greater pace than in some of the other
submarkets. The Moscone area, around South of Market Avenue (“SoMA”), therefore 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/Nob Hill/Moscone,
Fisherman's Wharf, and Civic Center/Van Ness. From full-year 1998 to 2011, the Union Square/Nob Hill/Moscone
submarket achieved the highest RevPAR growth on a compounded annual growth rate of 2.1%. The following
table summarizes the historical performance by submarket as provided by PKF.

35
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Moscone Center Expansion Cost Benefit Analysis — Phase I Analysis

4.5 Moscone Center impact on Hotel Performance

San Francisco Travel provided JLLH with & list of “Level 4" hotels, which are considered as convention
headquarters hotels due to their room size (200+ guest rooms) and meeting space (over 10,000 sf.). JLLH
filtered the Level 4 hotels further by extracting the hotels with fewer than 400 guest rooms. The filter resulted in
the following convention hotels in the market:

Auxiary Goflecion Pala
Hotel Whitcomb
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Due to the density of the San Francisco market, the hotels in the pravious list are focated in various submarkets,
although the highest concentration is located in SoMa and Union Square. As the largest hotel closest to the
Moscone Center, the Marriott San Francisco Marquis offers the highest amount of meeting space within the set,
although the Hilton San Francisco Union Square has the highest room count. Despite its large size, the Marriott
Marquis maintains an annual occupancy slightly above the market dverage and an average daily rate roughly

~ 10% above the market average for core convention hotels in San Francisco. The following chart presents fodging
market performance for the core convention hotels since 1987, :

San Francisco Core Convention Hotels Lodging Market Performance 1987-2011
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Source: Smith Travel Research

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

= 1992: Opening of Moscone North
& 2003: Opening of Moscone West
JLLH analyzed the impact to RevPAR three to five years after the year of expansion on an inflation-adjusted basis,

computing a three-year and five-year real RevPAR CAGR following the years after the aforementioned expansions. The
expansions’ impact on real RevPAR is displayed in detail in the below table: : .

’ 38
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SURBLY: i REVENUE
3464789 2,413,168 $245,567,855 ! $101.76
© 3607,295 2,621,699 $274230,750  72.7% $104.60 4,3% 2.8% 7.3% $78.42
3745203 2,628677 $290783.105 70.2% $110.61 -34% 57% 2.1% $75.56 -3.7%

4,154,430 2,856,301
4154430 2

$339,060,580

$118.71

4154430 2,020,487 $339,453.208 $116.23

1994 4154430 2,991,375 $361,031,188  720% $120.62

1995 4154430 3093408 §$380,710,412  74.5% $123.07 3.4% 20% 5.5% $94.06 4.3%

1886 4154430 3,239,570 $433820.335  78.0% $13392 310443 47% B.8% 14.0% $115.93 23.2%
1997 4164430 3316084 $405870,497  79.8% $14853  §119.36 2.4% 1N.7% 14.3% $133.64 16.3%
1998 4154430 3,294486 $535061,672 73.3% $162.41  $128.79 -0.7% 8.6% 7.9% $136.98 2.5%

1998 4256595 3,291,360 $560082,320  77.3% $170.17  $131.58 -2.5% 48% 2.2% $131.54 -4.0%
2000 4309385 3,484,168 $662,964,250  80.8% $190.28  $153.84 4.6% 11.8% 16.9% $174.69 32.8%
2001 4,282,893 2,913,689 $538010,849  8B.0% $184.65  §12562 -15.9% -3.0% -18.3% $99.03 -43.3%

- 4,299,821 7834 107.11

30035 43000 7517 : 1052 [kt

2004 43009820 3182677 $491479972  741% $153.94  $114.03 7.6% $120.47
2005 4,184,668 3,201,800 $516,171754  76.5% 16121 $12335 3.3% §129.27
2006 4297510 3,279,237 $576,629299  76.3% $17584  $134.18 40.3% $141.63
2007 4207510 3409082 $633,283204  79.3% $185.76  $147.36 4.0% §157.61
2008 4481210 3,621,277 $706,823160  B80.8% 319519  $157.73 1.9% $162.81
2009 4498260 3,508,327 $580,884440  7B.O0% $167.85  $130.91 -3.5% $100.08
2010 4498260 3,627440 $612076039  80.6% $168.73  $136.07 $138.18

10 )

2011 4493032 3683667 871205
mith Travel Research, Bureau.Labor o

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

JLLH performed a regression analysis between convention attendance and hotel demand, RevPAR, retail sales
revenuss, wage and salary disbursements, gross mefro 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 County. oo :

In the analysis, we performed both a comrelation 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 comelation coefficient -
determines how much one variable tends to change when the other variable does. It ranges from -1 (inverse
relationship) to +1 (positive relationship), and a 0 means there is no relationship. Linear regression finds the best
line that predicts the outcome from the constant variable. The fit is quantified with R?, which is the square of the
correlation coefficient. The value ranges from 0 to 1; a perfect fit would be equivalent to a value of 1.

The following tables present the data used for the regression analysis and the resuits of the correlation and linear
regression tests. o . .

. 33
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Moscone Expansion Cost Benefit Analysis — Phase II Analysis

3

5.1

Expansion Cost Benefit Analysis

JLLH conducted a comprehensive cost benefit analysis of various Moscone Center expansion scenarios io
determine the optimal expansion of the current faciliies. JLLH’s conclusion is based on a return on investment
analysis, where investment equals the cost to construct the expansion space while considering lost business
during construction; and refurn refers fo the forecasted incremental income to the expanded facility and
employment, economic and fax benefits to be generated by expansion. This retumn on investment analysis is
synonymous with the intemal rate of return (IRR) of the construction cost and incremental economic impact
resulting from the increased attendance levels following the expansion of space.

Evaluation of Various Expansion Scenarios

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

1
1 Third Street Addiion ) 227,906,386 89,708
2 - Howard Strest Gonneclor Expansion’ 244,593,614 107,000
3 Moscone East Conskucton 670,000,000 170,150
4 Third Street Addifon and Howard Steet Connecior Expansion ‘ 472,500,060 206,700
5 Third Street Addifion and Moscone East Construclion 897,906,386 269,850
6 Howard Street Conneclor Expansion and Moscone East Construcion 914,593,614 277,150
7 All Three Expansions - 1,142,500,000 376,850

'San Francisco Travel did notbreak down construction costfor Third Street Addifon and Howard Street Gonnector individualy,
JLLH fherefore allocated it based on each components' saleable s.f of space
Note: Construcfon cost for all axpanson scenarios was provided as a range; JLLH used the mid-pointof the range in ifs sidy

N .

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 construction was given by San Francisco Trave! as FY
2014/2015. In the plans provided by San Francisco Travel, the Howard Street Connector Expansion was desmed
to be part of the Third Street Addition (in total, the Moscone North/South expansion) project. JLLH assumed that
the Third Street addition would be constructed during the first two thirds of the overalt expansion tmeframe, and
that the Howard Street Connector expansion would take place during the last third of the overall Moscone
North/South expansion. timeframe.

Start Construction 4/30/16 12014 71112014
Open for Use ) 33017 4/30/2016 12/292017

Vertcally Separale

Connecion siacked building across
) between .
Locafion ahove fom Moscone
Moscone North ,
and South Moscone  South on Third
. South Street
Exhibit Space s.f 107,000 - 102,650
Meefng Space s.f - 98,700 67,500
Total Saleable Space 107,000 99,700 170,150

#
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JLLH first weighed the pros and cons of each of the three individual expansicn options on a high-level basis
before more closely evaluating economic impact and forming its cost benefit conclusion.

Does not add axhibit space, nor does it
add any contiguous space

Adds meeting space with natural light
Third Street Addltion Construction cost is lower than

Moscone East Construction sxpected to displace

SOMe groups

Addresses lack of contiguous exhibit
space

) ) Underground, no natural light
Little disruption of existing booked
business ' Construction expected to displace
some groups

Howard Street Connector

“ Construction cost is lower than
Moscone East '

Addresses [ack of contiguous exhibit

space
Moscone East tht['e disruption of existing booked Higher cost to co.nstruct cor.npared to
business . the other expansion scenarios

Could be used as for self-contained
avents like Moscone West

5.2 Methodology of Attendance Projections based on Expansion Scenario

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

) 42
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53

Based on this analysis, JLLH concluded that it is unlikely that Moscone Center attendance will decline if the
convention center is not expanded. While the absence of an expansion may resuit in the loss of several of the
center's largest groups to other cities, JLLH expects that San Francisco Travel wilt be able to manage demand
accordingly and accommodate another group, or multiple smaller groups in the ime blocks made available by
such lost groups. While the replaced business may have a lesser economic impact on the city, JLLH did not lower
any projected attendance figures due to the presumed loss of any groups that are turned away due to space
constraints.

JLLH subsequently calculated attendance projections for the three expansion scenarios detailed below, along
with all possible combinafions thereof, In its methodelogy, JLLH took the organic attendance growth figures
(capped at a space ufilizafion 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 gameraed during interviews with competitive convention center managers, among other factors.

For all expansion scenarios, JLLH computed average space utilization ratios and considered these when
determining the reasonableness of assumed attendance growth rates. The attendance projection summary table
(Appendix 6.3) highlights The average attendance per square foot of exhibit space for each expansion scenario.

JLLH also evaluated the potential for demand ditution for each of the expansion scenarios. Demand dilution refers
to the risk of a group preferring a certain 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 fult facility will use it as needed to accommodate their exhibitors and attendees. As such,
JLLH does not expest that demand dilution will become a material challenge, and did not consider this matter

further when determining the recommended expansion scenario.

Calculation of Economic Impact of Expansion Scenarios

JLLH calculated the economic impact that various expansion scenarios -are expected to yield based on the
increased attendance levels associated with the expansion. The IRR of the associated consiruction costs against
the incremental economic impact was used in formulating JLtH's final recommendation.

In order to estmate economic impact, JLLH relied on fhe IMPLAN software and data package, which uses
multipliers based on data from the Bureau of Labor Statistics, the U.8. Census, and other agencies fo describe
and quantify economic changes. IMPLAN is considered a comprehensive and reliable source by economists and -
makes use of multipliers to provide estimates of economic activity associated with some cther economic activity
or changes to an activity level. JLLH used 2010 [MPLAN data (which represents the latest year available) for San
Francisco County in the economic impact analysiﬁ; therefore, the multipliers are specific to the market at hand.

IMPLAN's multipliers consist of three types 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 to purchase goods and services to produce the product purchased by the direct effect. Induced effects
are the response by an economy to the initial change causing further local economic activity. Each of these
effects is categorized into employment, labor income, value-added, or output as defined below:

43

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



Moscone Expansion Cost Bengfit Analysis — Phase II Analysis

+ Employment: Annual average full-fime and part-ime jobs throughout the economy that are needed,
directly and mdlrectly, to defiver $1 milfion of output,

= labor Income: All forms of employment income, including Employee Compensatlon {wages and
benefits) and Proprietary Income. Proprietary Income encompasses payments received by self-
employed individuals as well as income.

* Value-Added: Represents the sum of Labor [ncome, Other Property Type Income, and Indirect
Business Taxes. Other Property Type Income consists of payments from rents, royalties and dividends,
and Indirect Business Taxes consist primarily of excise and sales taxes paid by individuals to
businesses. These taxes occur during the nomnal operations of these busmesses but do nof include
taxes on profit or income.

*  Output: The total value of the industry production;-intermediate purchases plus value-added. Quiput
incorporates all of the components in Labor Income and Value-Added.

In. computing the full economic impact per the above-referenced methodology, JLLH computed the impact of
incremental Moscene Center Net Operating Income, incremental visitor spending and associated tax
benefits as described below. JLLH excluded thé economic impact from the construction (job, spending on
materials, efc.) from the construction itself in the analysis of the seven expansion scenarios.

Moscone Center Facility Impact

JLLH analyzed trends in Moscone Center facility revenues, expenses and operafing income to incorporate the
impact of attendance on the financial performance of the convention center under various expansion scenarios. In
order to estimate an overall 15-year IRR from the tofal economic impact compared to the construction costs,
JLLH also added in the Convention Center Net income attributable fo incremental attendance restlting from the

expansion. . -

A profit margin ranging from ~13.2% (similar to FY 2010/2011) to -4.0% wes_applied to the forecast Adjusted

Gross Income {AGI} for the convention center operafions to obtain a forecast for Convention Center Net Income

throughout the forecast horizon for the seven scenarios. JLLH determined that there is not an attendance level

that will result in breakeven profitability. Moscone Center operations are expecied to continue to yield a slight loss
- as they have in the past, but will increase its efficiency with a greater inventory of convention space.

Visitor Spending Impact

In order o estimate the incremental revenues from visitor spending, JLLH calculated the net difference in .
attendance between each of the seven scenarios and the base case of no expansion. The 2010/2011 Moscene
Annual Report (latest data avaiable) aggregated three alfendee origin categories: National/lnfemational,
State/Regional, and Local. In order to estimate the percent of total out-of-fown aftendees, we have assumed that
100% of National/International and State/Regional attendees are from out of town, while assuming that all Local
attendees are from within the San Francisco area. This results in a fotal out-of-town.percentage of 99%.
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78% 100% 78%
Stae/Regional 2% 100% 22%
Local 1% 0% 0%

JLLH relied on San Francisco Travel's 2010 statistics (latest year available) on the visitor spending by segment
and average length of stay in order to derive the revenue generated per visitor for various categories, indicated in
the below table. The detailed calculation based on expansion Scenario 6 is contained in Appendix 6.4,

Lodging T 8641 $302.44

Restaurants in Hotels $19.25 $67.38
Al Other Restaurants $40.91 $143.19
Retail : $37.20 $130.20
Enteriainment & Sightseeing $24.17 $84.60
Local Transportaton $8.95 $31.33
Gas/Auto Services $13.09 $45.82

- Car Rental $4.53 $15.86
Exhbiior/Assoc. Expends - $3691 $120.19
Total §pending AT R 6T 43 LT $950.01-
Length of Stay 35

The increase (or |oss) in attendance for all seven scenarios compared to the base (no €Xpansion) scenario were
converted to incremental revenues according to the average spending per category data accumulated by San
Francisco Travel. Because the “Exhibitor/Assoc. Expends® sector included anything an exhibitor/association
would spend during their ime in San Francisco (i.e. lodging, restaurants, etc.), JLLH assumed that this sector has
been accounted for In the economic impact through the allocation for the remaining sectors.

odging Hotels and motels, including casino hofels
Resfurans in Hoels Hotels and moels, including casing hotels
All Oher Restaurants Food services and drinking places
Retal Refail - General Merchandise _
Enterizinment & Sightseeing Scenic and sighiseeing fransportation and support acivifes for ransportaon
Local Transportaon Transit and ground passenger fransportation
Gas/Aub Services Retail - Gasoline stafions
Car Renia! Automofive equipment renta! and leasing

Constucin 3 Consfucion of new nonresideniial commercial and healt care syuctures
oo LHANPLAN S e T G

Spend pertaining fo the Lodging and Restaurants in the Hotels sector was applied only the net out-of-fown
attendees, while the remaining sectors were atiributed fo aff net attendees.
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The average spend per person af 3.5 days (from 2010) was inflated te 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 expansion Scenario 6 is detaaied in Appendix 6.5. This calcutation was repeated for all seven
scenarios.

Tax Impact
Lastly, JLLH estimated the potential tax benefits from ﬁe visitor spending, as follows:

+  Hotel Taxes: 14.0% of Net Direct Lodging Revenues.

= Retail Sales Tax: 1.75% of the following net revenues: Restaurants in Hotels, All Other Restaurants,
and Retail.

+  Payroll Taxes/Business Tax: 1.5% of incremental Labor Income from Visitor Spending.

«  San Francisco TID Assessments: 1.5% of Net Direct Lodging Revenues.

This analysis was completed for all seven scenarios. Appendix 6.6 depicts the detail calculation for the
incremental tax benefits for Scenario 6. The detail calculatlon for the remaining six scenarios is saved in JLLH's
project files.

Cost Benefit Conclusion

* For each of the seven expansion scenarios, JLLH computed retur on investment of canstruction costs and

economic impact resulting from the incremental increased attendance. As mentioned previously, we were only’
provided with an estimate of the total construction budget for the Moscone North/South Expansion and Moscone
East Expansion with no detalled breakdown or cash flow schedule. For the purpose of the analysis, we have
made the following assumiptions; '

*  Allocated construction cost based on additions in square footage;

«  Estimated Soft Costs at 20% of Total Construction Costs and Hard Costs at 80% of Total Cons*ructlon
Costs;

- Soft Costs will be spent by the end.of the first year of construction; and

=« Hard Costs are evenly distributed throughout the construction period.

The detail table showing the phasing of construction costs is displayed in Appendix 6.7. The following table
presents the return on investment summary and the change in employment for all seven scenarios based on the
projection period through FY 2025/2026. The detailed calculations for all seven scenarios are displayed in
Appendix 6.8, .

In addition, we also analyzed the economic impact from the construgtion spending for all seven scenarios. The
economic impact from construction spending is presented in the following table.
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Based on the refum on investment analysis by JLLH, Scenaric 2 and Scenario 6 yield the highest IRR and Net
Present Value (“NPV"). Driving the positive IRR of 25.8% for Scenario 2, which consists of the Howard Street
Connector Expansion, is the fact that this expansion option is among the less expensive expansion options, and,
through the addition of the highest amount of exhibit space of the three individual expansion options, resuits in
one of the highest incrementat attendance increases.

It should be noted that although the Howard Street Connector Expansion yields the highest IRR, operationally, it
needs {o be linked with either Moscone East or Third Street Addition in order to accommiodate displaced demand.
Seenario 6, which encompasses Howard Street Connector Expansion and Moscone East Construction, has the
capacity to grow incremental convention attendance to generate enough economic impact fo offset high -
construction cost. In addition, the additional economic impact from construction spending showed that the impact
is greater with more construction spending going into the economy. '

From our inferviews with the user groups, we also leamed that event planners prefer more contiguous space,
increase in natural lighting, and mere ﬂex1ble space similar to the layout of Moscone West. According to them,
Moscone West's disadvantage is its lack of connection to Moscone North and South. From a qualitative analysis,
Scenario 6 wilf provide more contiguous and meeting space, and at the same tfme fulfill the remaining demands
from the event planners.

The following table depicts the annual incremental economic impact for each of the seven expansion scenarios.
The detailed employment figures are dispfayed in Appendix 6.9.

Impact on Hotel Market Occupancy

JLLH projected hotel demand starting in 2011/2012 over a future 10-year period, assuming no supply increases
1o core convention center ledging area, to demonstrate how undergoing the expansion recommended in the cost
benefit analysis likely warrants the addition of new hotel supply in the future.

As presented in Section 3 of this report, the correlation of Moscone Center convention attendance to hotel
demand among the set of convention center hotels equals 0.75. JLLH as such calculated the projected hotel
demand level annual percent change from 2011/2012 onward by adding the convention attendance percent

&
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. change multiplied by 75% with the long-term average demand percent change rﬁultipﬁed by 25%. Note that hotet
demand and hotel supply are expressed on total room night (annuai) basis.

19891930 2,732,220

199011991 -2.2% 2,672,869 64.3%
1991/1992 1.3% 2,706,555 65.4%
1982/1993 5.6% 2,859,199 68.8%

3.2% 2,951,213 71.0%;
4.5% 3,084,491 74.2%
1.1% 317998 754%
6.4% 3,317,700 79.9%
-01% 3,313,002 78.7%

1993/1994
1994/1995
1985/1886
199611997
19971998

189811999 4,179,867 -14%] 3274929 84%
1898/2000 -23.5% 4,307,545 52% 3,445,126 80.0%
200012001 20% 4,306,445 -5.0% 3214276 76.0%

200172002 -11.3% 4,269,452 -15.8% 2,753,942 64.5%]
200272003 0.4% 4,309,920 4.0% 2,864,897 66.5%
200372004 254% 4,308,920 104% 3,162,860 73.4%
20042005 -12.5% 4,291,020 0.5% 3,177,229 74.0%
200512006 27.6% 4,197,414 10% 3,208,835 76.4%
2006/2007 -6.8% 4,297,510 35% 3,321,572 7.3%
20072008 31.2% 4,380,010 6.1% 3525383 . 805%
2008/2008 -24.3% 4,498,260 -0.3% 3,513,193 78.1%
200972010 -5.0% - 4,498.260 3.1% 3,621,242 80.5%,
2010/2011 18.8% 4,497,632 16% 3,677,708 81.8%
201112012F 20% 4,497,632 1.8% 3,147,232 -83.3%
2012120137 28% 4,497,632 24% 3,838,762 85.4%
20132014F 30% 4,497,632 26% 3,838,762 87.6% 101,221
201412015F 21% 4,497,632 2.0% 3,838,762 87.6% 178,796
201512016F 0.0% 4,497,632 04% ‘3,838,762 ' B7.6% 193,238
2016/2017F 0.0% 4497632 0.4% 3,838,762 87.6% 207,519
204712018F C132% 4,497,632 10.3% 3,838,762 87.6%) . 623,885
201812019F 4.9% 4,497,632 40% 3,838,762 87.6%| . 803,921
2019120207 1.4% 4,497,632 14% 3,838,762 87.6%)| 870.481
202012021F 14% 4,497,632 14% 3,838,762 87.6% 937275

2024/2022F

4,497,632

3,838,762 87.6%| 1,004,307

Convention Atiendance, Hotel

Demand 20102011 1.4%
CAGR 2011/2012 -
075 202142022 : ) 26%

Source: Smith Travel Research, Jones Lang LaSalle Hotels
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6 Appendices

6.1 Glossary

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

Chain Scales: Seven segments deﬁned by Smith Travel Research based on actual average room rates.
Independent hotels, regardiess of their room rates are included as a separate chain scale category. The
chain scale segments are: Luxury Chains, Upper Upscale Chains, Upscale Chains, Upper Midscale
Chains, Midscale Chains, Economy Chains, and Independents. :

Compounded Annual Growth Rate (CAGR): The year-over-year growth rate of a measure over a
period of ime.

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

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

Occupancy: The percentage of available rooms that were sold durihg a specified period of time, which
is calculated by dividing total rooms sold by total rooms available.

Revenue per Available Room (RevPARY): The total room revenue divided by total rooms available.
Qccupancy multiplied by ADR is equal to RevPAR.

Smith Travel Research (STR): STR tracks supply and demand data for the hotet industry within the
U.S. and giobally.

50

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



Moscone Expansion Cost Benefit Analysis — Phase 1 Analysis

6.2 - Moscone Center Existing Facility SWOT Analysis

trenths

Draw of San Francisco as a destinalion, strong
airlit -

Proximity to high-quaiity hofel inventory .
Proximity to significant number of country’s high-
tech companies

* Professional and dedicated convenfion sales team

Opportunities

Addition of contiguous exhibit space to befter
accommodate groups that are outgrowing the
cuirent facility

COPYRIGHT @ JONES LANG LASALLE IP, INC. 2612, All Rights Reserved

Weaknees

Constraints on physical expansion; limited ability fo
expand vertically and create more venues 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 delivering
axhibitors” equipment '

Loss of convention rotations to other cities
Expansion of convention centers in San Diego and
Los Angeles

Increases fo cost structure with regard to union
labor, hotef rates, air travel - ‘

51



Moscone Expansion Cost Bengfit Analysis — Phase If Analysis :

6.3  Summary Attendance Projection Pro-Forma

The table below shows JLLH's detailed attendance projections 'for.each expansion scenario.
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6.4 Visitor Spend Impact based on Incremental Attendance

The below table details the visitor spending impact resulting from the incremental attendance projected in
Scenario 6, which pertains to the Howard Street Connector Expansion and Moscone East Expansion. For each
fiscal year, the incremental attendance figures are multiplied by the average per person spend figures for each of
the categories as provided by San Francisco Travel. The tables for the other six expansion scenarios are saved
in JLLH's project files. .

Lodaing
Restaurank: in Hoel
A Ohar Restavrank
Retd
*Entickirment & Sighlseeing
Local Transporiabon
Car Rontal

cam G:G.G -] G‘,:
sReRRENE

Lodging 3112

] 0
Restaurants in Holsls ’ $8045 0 .
Al Ofer Resturans $1r0.97 ] =
Rewl $185.67 ] 0
Entriainment & Sighkeeing 1061 1] 2
- Loeal Transportafon $37.40 0 .0
. Gastub Services $54.71 0 30
CarRendl $18.93 ] 50
. DERT i

]
Resturant inHotels $8286 ] K
AJOher Restauren $T76.50 [ s
Reed g C 4 T
Enerbinment & Sighlsecing 51404 [ S
Lozl Transportaton . 653 ¢ ]
[N N [ ]
Car Rental 0 s

GasPubServiem
Car Rental

NEEDitfetercs.
888,844,726,
$19.752.396

4230948
. Saueser
24,883,201
$5,254 826
$13,535,630
54,564,285
Atogn o NeliONference:|
Lodging SHE45 26614 599,829,165
Resaurans in Hoels $20.5: HMGEUT $2239455
Al Ofies Restaurants Cosmds uTHe  STENETT
Retal . $174.98 24THe  $43.222906
Energinment & Sigisseng $i1368 - 4108 $28,083270
Local Transportation $42.10. 247,010 §10,399,052
GavAut Services $81.57 241018 516,208,350
Car Remal (72} AT 018 95,283,435+

B ory o = 2 et Aifendes Nk Dilferente:
dging 1064 W60 $IIRTI0

Resturars i Holeis $3326 ;/E0E2  SUBISET
AAGher Resiarant 318820 267604  $53,030550
Rell 513023 WTHM 34220550
Entrbinment & Sigbtesing S17.10 WHM 531336240
Local Transportsin .38 470 ST1EREY
GasAub Servires : 55342 TR 515871100
Carflenidl 521.95 WAM  SSE7AN6

5128560221

Resurenk in Hokls a7 58,148
A1 Otuer esteursnt $204.15 28,188 $5833,101
Rel §18583 288169° 953457711
Enertiurent & Sighisecing 512061 26,189 $34759,131
Loca Transportaion $44.88 2B8,189 $12,871,080
Gaslfon Sarviees 652 288,189 $18.824,067
Car Rertal $2281 w1 $6548H

Source: Jones Lang LaSalle Hotels, based on IMPLAN data
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6.5 Total Visitor Spend Economic Impact based on IMPLAN Muttipliers

The below table details the full economic impact from visitor spending resuliing from the incremental additional
attendance levels as projected in Scenario 6, which pertains to the Howard Street Connector Expansion and
* Moscone East Expansion. The tables for the other six scenarios are saved in JLEH's project files.

= Direct Effect
g Indirect Efiect )
Induced Effect

j Indirect Eflect -
IInduced Efiect

Direct Effect N
IndirectEfect -
duced Efect

Direct Eflect . $25027,734  $34,683,683  §$54,197,384
IndiectEfect * ¢ $6,064,135 $10308544  §15,129,635
induced Efect

irect] © $35849755  $40,680,726  $77,769,371
Indirect Ebct 7 $9986.01  $14912199 ' $21696,778
Induced Eflect $10,828,968 ~ $18,305,765  §26,332,352

DirectEfect ' 79, 4,711,335 $85,798,
indiectEfect $11,008912 T $16441,850  $23,921,697
$11,925221  §20,165,091  §29,005,359

114860 $43175610  $59,832,924
ndiectEfect 1541 $12052554  §18,002,046
$13,047.875 ~ §22,057,907

oup
Direst Effec ! $46,937,935  $65,046,768  $102,369,081
ndrectEfect - 1677 $13,117,320  $19,506,068 $26,509,160
nduced Efiect 216.6 §14,188241  $23,985736  §34,500,953

Source: Jones Lang LaSalle Hotels, based on IMPLAN data
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6.6 Tax Benefits based on Incremental Attendance Increase

The below table shows in detaf the full methodology and calculation supporting the incremental tax reteipts

" based on the expansion scenarios. Expansion Scenario 6, which pertains fo the Howard Street Connector
Expansion and Moscone East Expansion is illustrated below; the tables for the other six scenarios are saved in
JLEH's project files. '

i Net New Spending

(]

$47,973.969

15%
56,664,737

L 15%
$68,092,085

w I Not New Spending

N 14.0% 18% - 15%
B8 Net New Spending $74,2_82,274_ §84,079.501  $62,416,390

o 15%
 $74,282,274

BN Total Piblic Resotirces *:+$10,389,518. %

Rate _ 14.0%
NetNew Spending 380,472,464

$91,086,224  $68,276,039 $80,472464.

5%

) % 0% .
B NetNew Spending '$86,662,663 $98,002,856  $74,243,505 $86,662,853 -

B Total Public Resources - & $12,132771 5" $1:716,625 %111¢1, 113,653 $1,209,040

Source; Jones Lang LaSalle Hotels, based on IMPLAN déla
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67  Assumed Construction Cost Phasing

The table below depicts the assumed construction cost phasing as described in Section 5.4.

" Third Steel Addfon

1 201442015-2016/201
2 Haward St=etGonnecr Expansian 201602017

3 Moscane EactConstrucion 2014/2015.201722018
4 Third SreetAddion and Howard Streef Connetior Expansion 20142015-20162017
§ _ Third StreetAddion and Mescons EastConsiucion 201472015201 7/2018
;2 Howrard Street Cannectrr Zon and Moscane East G 2014/2015-2017/2018

g
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545,581,2
$48,918,723
134,600,000
$94,500,000
$179,581,277
$162918.723

195,674,891
$636,000,000
$378,000,000
§718,325,109
8731574 881
$914,000,000

182,325,108

| S1,142,500,000 $

$227905,386 §106356,313 $60775.036 $60.775,036 30
$244583814 ~ %0 0 $244593,614 $0
$670,000,000  §268,000,000 $134,000,000 $134,000,000 $134,000,000
$472,500,000 $220,500,000 §426,000,000 $125,000,000 %
897 306,386  $355,162,654 $179,581,277 $17D,581,277 $179,501,277
3914593614 SI5837,445 $152,918723 $182918,773 §182918723
0,000
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6.8  Annual Incremental Economic Impact by Expansion Scenario

The two tables below depict the annual incremental economic impact for gach of the seven expansion scenarios.

“Seararlo 1-Total Econoryie timpact {in 2012 8}

2
w0 B .5 o
w20F 8% 6% - 0 BB
FUE Ol S I . SR L .
20142005F SeE501  432%  $543 25B1TE8  -B10B3B313  -$132,173901
201520%6F 5705818 -132% M58 $1,36:  wipddss geh7sDs  SRtS50
D6TF B7E -120%  $123 BsI9te | 96204456 SB0T750% - -§BASTOSER
D17128F o Ve B TR S R <V sssswg . §57932 $5,236,658 50

WMeIF | M A 4208 M4BT s1159,36 0 $1259354 %0 $25035%
20i9/2020F 718,326 0% 2719 HITADAM  BN7A0075  sfegreze 80 - Msgralm
3030120215 - §I638  afw | R7I9 §ITsmA  wAdis | $18e83s T 90 §19,268.363
piiodeverid STIE36 0% -S2779 | SIT7AA3 | Bi7dedsl sgdentsr 0 00 $18.461,027

2022/2003F
2023020047
20242025

2014/2012F 0 % . 90

UWOF 1320 0

2014/2018F ) 0 B e el T
20120167 % S K R i " %0
20162017F 5 I 8 oW %0 544,593,614
2017HEF 52,387,754 Uiz gesEATe §5783220  $62.366895 5

EbisF SadgB4 80% Rl $iEas s

migoode | S5%E2  HQ%  §905T S635BI0N6 .2 " $60,854,680
2020rm21F G206504  B0%  qoe8t S99 969552583 0 $77,074891
20212022F 53100080 80%  BI0704  STTSZABA CHIEB0673 34,352,453 E 564,332,453
02023 . ) : L SU35483
20232024F e e e ’ | .. Samasy

20HINIF

50 30 50
2012/2013F W % %0
wol0ieF R 0. %0 0, .
2014120457 % 3 80 $0 50 DDD,  -5268,000,000
J0150616F % . 50 50 [ I 0 -$134000,000
20BE017F %0 132% 50 L T A $134000,000  -$134,000,000
201712016F SLaaZss  Mo% 96227 W NEW  SEBZ1  SMeR2  STA00000 99603
20180018F S2EESae aQ% A6 SiBEITaEs  wessml  sesenad %0 Srhgaad
MWNF | SLGLON  70% 8936 S/AMIME 47507 smesgm %0 Emihos
200002F T 3285 0% 0087 SAET2 3178 g9SiR W 919U
2021/20%2F SMIEN  70% 08T seeost . §87iaHS T 997308219 W 57.308219
2022/2023F e e . srm e
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6.9 Change in Employment by Expansion Scenario

The below table details the change in employment based on each of the seven expansion scenarios.

wmiE -

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

59



Moscone Expansion Cost Benefit Analysis — Phase II Analysis

| JONES LANG
LASALLE HOTELS

Real value in a changing world

Harry Schoening
Managing Director

+f 415 354 8907
harry.schoening@am.jl.com

Greg Hartmann
Executive Vice President
+1 303 380 5249
greg.hartmann@am.jil.com

Amelia Lim

Executive Vice President
+1 212812 5834
-amelia.im@am.jil.com

Andrea Grigg

Senior Vice President
+1 415 395 4977
andrea.grigg@amjil.com

Lauro Ferroni

Vice President

+1312 228 2566
lauro.ferroni@am.fll.com

“Tu-Uyen Do
Associate

+1 415 395 4955
tuuyen.do@am.jll.com

COPYRIGHT © JONES LANG LASALLE 1P, INC. 2012. -

This publication is the sole property of Jones Lang I.aSalle TP, Inc. and must not be copied, reproduced or transmitted in any form or by any means, either in whole or in
part, without the prior written consent of Jones Lang LaSalle IP, Inc. .

The information contained in this publication has besn obtained from sources g Iy regarded to be reliable. Tlowever, no representation is made, or warranty given, in
respeot of the accuracy of this information. We would like 1o be informed of any inaccuracies so that we mey cotrect them.

Jones Lang LaSalle docs not accepl any Hability in negligence or otherwise for any loss or darage suffered by any party resulting from reliance on this publication.

. . 60
COPYRIGHT @ JONES LANG LASALLE IP, INC, 2012, All Rights Reserved



Appendix E

Jones Lang LaSalle Hotels “San Francisco Lodging Market F orecast”



A\ JoNEs LANG B |
LASALLE HOTELS" |

Real value in a changing world

MOSCONE CONVENTION CENTER
EXPANSION IMPACT | |

San Francisco Loin
ism Improvement District Managemen ora | »_
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June 21, 2012

Ms. Lynn Farzaroli

Senior Manager
TID/Foundation

San Francisco Travel

201 Third Street, Suite 900
San Francisco, CA 94103

Re:  San Francisco Lodging Market - Forecasting Study

Dear Ms. Farzaroli:

Jones Lang LaSalle Hotels (“JLLH"), a division of Jones Lang LaSalle Americas, Inc, is pleased o submit herewith our
comprehensive draft in connection with performing a Lodging Market Forecasting Study for the San Francisco market as

it refates to the proposed expansion of the Moscone Center. The inforniaﬁon gleaned from the review process of San

Francisco's existing hotel inventory and historical performance, impact of previous and other comparable convention

center expansions, along with JLLH's experience in the hotel, convention and reat estate sector coflectively form the
basis of the conclusions, recommendations and 32-year lodging forecast presented in this report.

Please do not hesitate to contact us if you have any questions regarding the report.

Respectfully submitted,”

Jones Lang LaSalle Hotels,
a division of Jones Lang LaSalle Americas, Inc.,
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1

14

1.2

Executive Summary

Scope of Work

Jones Lang LaSalle Hotels {“JLLH"} has been engaged by TID/Foundation (*Client’) to perform a lodging market
forecasting study in connection with the proposed expansion of the Moscone Center located in San Francisco,
California. Pursuant to our engagement, JLLH has completed the following tasks and scope of work:

. Market Research

« We have conducted an analysis of thé San Francisco existing hotel inventory, Iodging supply and
development frends over the past 25 years.

e have analyzed the market's historical hotel performance over the paét 25 years, which highlights
market cycles and events which may have impacted lodging performance during the analyzed period.

« We have reviewed the correlation that Moscone Center's past expansions, events and activities have
had on lodging performance for the overall City of San Francisco and, specifically, for Zone 1 and 2
Hotels.

Comparable Convention Center Research

o We researched and studied the relationship that other convention center expansions had on their
respective fodging markets. .

Forecast

« We have prepared a forecast of Revenue per Available Room (‘RevPAR”} for 32 years following the
Moscone Center's expansion, assuming a completion of future expansions such as: expansions to
Moscone East, Third Street Addition, and Howard Street Connector.

Definitions

For the lodging market forecast, we have separated the hotels in the City of San Francisco into two groups, as
defined by the Client below:

» Zone1 Tourist Hotels (“Zone 1”): Al tourist hotels with addresses on or east of Van Ness Avenue, on
or east of South Van Ness Avenue, and on or north of 16 Street from South Van Ness to the Bay,
including all tourist hotels east of Van Ness Avenue as if it confinued north to the Bay, and north of 160
Street as if it confinued east fo the Bay.”

« Zone 2 Tourist Hotels (“Zone 2”): All tourist hotels with addresses west of the Van Ness Avenue and
_South Van Ness Avenue, and all fourist hotels south of 16% Street.

COPYRIGHT © JONES LANG LASALLE IP, INC. 2012, All Rights Reserved
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Source: 8F Tourism Improvement District

- 1.3 Overall Conclusion

From our analysis of the last two major expansions that accurred at the Moscone Center in 1992 and 2003, we
- have observed the followmg

e There is a strong comelation between Convention Aftendance and Zone 1 Supply, Convention
Attendance and Zone 1 Demand, Convention Space and Zone 1 Supply, and Convention Space and
Zone 1 Demand. This shows that Moscone Center does impact hotel supply and demand for hotels in
Zone 1, while Zone 2 is.not as directly correlated to convention acfivity due to |ts locations and less
reliance on groups from its smaller room stock.

» Zone 1 and Zone 2 Hotels mirror a similar trend throughout the years afthough Zone 1 has a higher
RevPAR than both Zone 2 and Total U.S. Urban.

* I terms of demand, both Zone 1 and Zone 2's CAGR surpassed Total U.S. Urban’s average during the
post expansion years. During Expansion |, Zone 1 saw a higher 3-year CAGR than Zone 2, and during
Expansion Il, Zone 2 saw a higher CAGR. The first expansion brought a new higher rated business to
the immediate hotels around the Moscone Center (Zone 1), but since those hotels were saturated by the
time of the second expansion; Zone 2 had a greater incremental increase as the benefit is spread further
out with more meeting capacity for the city.

= Beyond demand and room rates (ADR) and RevPAR, hotels can capture additional revenues from food
and beverage, convention services, spa and other ancitary facilities. As discussed, the types of hotel
existing and likely to be developed in Zone 1 are significantly different from those located in Zone 2. As
displayed in the above table, there is a much higher concentration of Upscale & Above hotels in Zone 1
(in terms of room count), and a much higher ratio of Midscale, Economy, & Independent hotels in Zone 2
COPYRIGHT ® JONES LANG LASALLE IP, ING. 2012. All Rights Reserved :
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(in terms of reom count). Zone 1 comprises of predomman‘dy Upscale & Above hotels (70.5%), as Zone
2 comprises of primarily Midscale, Economy, and Independent hotels (78.4%).

Based on our analysis of lodging types in San Francisco, we have concluded that Upscale and Above
chain hotels, the majority representative of the inventory of hotels located in Zone 1, achieve RevPAR
premiums that are 50% to-60% greater than midscale, economy, and independent hotels in San
Francisco representative of those located in Zone 2. However, our in-depth analysis of hotel operating
statements for over 50 hotels in San Francisco indicates Upscale and Above chain hotels in San
Francisco achieve 50% fo 80% greater profit per available room premiums than the midscale, economy
and independent hotels in San Francisco.

From JLLH's experience, sales and markefing, and in particular sales and marketing of expanded
convention faciiities, is necessary in maximizing lodging performance.

From the aforementioned analyses,' we have established the following conclusions:

Historic trends clearly indicate that future expansions of the Moscone Center should have significant
positive impact on the Revenue per Available Room (RevPAR) of hotels in Zone 1 and Zone 2; however,
Zone 1 is expected to achieve three times RevPAR benefit as Zone 2.

We have concluded that both zones are expected to gain Incremental benefit from the proposed
Moscone expansion, but Zone 1 is expected fo achieve four times the Profit per available room benefit of
Zone 2,

Based on our analysis, the lodging sector is expected to be the greatest beneficiary in increased
revenue dollars when compared to the other sectors on an individual basis as a result of the proposed
Moscone expansions.

COPYRIGHT © JONES LANG LASALLE IP, INC. 2012, All Rights Reserved
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2

24

22

23

San Francisco Lodging Market |

Markst Overview

San Francisco is a major gateway to Europe,. Asia, and Australia, and the San Francisco International Airport
("SFO") s the tenth busiest airport in the U.S. The San Francisco lodging market pests higher overall occupancy
rates than many other U.S. gateway markets. The city is home to numerous international renowned fourist
atfractions, including Fisherman’s Wharf, the Golden Gate Bridge, Alcatraz, wine country, among many others. in
addifion, the economy and commercial real estate market is thriving with the influx of start-up companies and the
technology baom, including companies like Zynga and Salesforce. According to latest data provided by San
Francisco Travel, the city hosted 15.9 million visitors m 2010 and these visitors spent $8. 3 billion in focal
businesses.

Existing Hotel Inventory

According to Smith Travel Research there are currently 224 hotels in San Franmsco w1th a total of 34,257 guest
rooms, roughly 25,000 of which are within walking distance of the Moscone Center. No new supply has entered
San Francisco since 2008, a stark contrast to other major U.S. gateway markets. The following table summarizes
the number of hotels and tofal room count for San Francisco by chain scale.

17% 14499

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 leve of independent hotels that
exist in the market ‘ '

New Supply Pipeline

The lack of recent supply openings affirms the exceedingly high barriers to entry in the San Francisco hotel
market and explains investors’ high interest in acquiring existing hotels, as seen from the abundant transactions
over the past 18 months. Over the last ten years, the hotel room supply in San Francisco has grown cn average
by 1.0% annually (CAGR or compound annual growth rafe), considerably below nationwide growth. The most
recent hotel openings occurred in 2008, with the opening of the 550-key InterContinental in February and the 53-
room Fairmont Heritage Place in August. The foifowing table presents the total new supply inventory that entered
the San Francisco market since 2000. The only hotel opening expected in 2012 is the 22-room inn at the
Presidio, which debut in April 2012,

The following tables display the potential hotels projects in the p|pelme in the eerly planning stage and the
historical new supply growth frends. .
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Hate: Nane Aadr €
Unamed Hotel & Transbay . Mission St & 1stSt N/A N/A independent Planning
Unnarmed Hote! 942 Mission St 172 N/A Independent Planning
Hoiel SoMa 690 5t St 7% N/A Independent Planning
Unnamed: Hote! Independent  Pre-Plannin

' gource: Smith Travel Research

While the supply pipeline has shrunk greatly across the country, most gateway cities still experience a backlog of
new rooms that are expected to open by 2013. As an example 2,800 rooms Were introdiced in New York in 2011
and an additional 1,050 rooms are expected fo open in 2012. The complete lack of new supply in San Francisco
in the near term will significantly strengthen the potential for growth in average daily rates in the city, as seen from
the significant year-to-date growth in 2011.

Compason of New Supply Plpeline by Project Phase
18,000

16,000

14,000

12,000 -

-
=
=1
8

Roam Count

8,000

Mew York ' Miami Los Angeles Chicage - Washington, Boston  San Francisco
DC.

& Pre-Planning - & Planning .+ Final Planning In Censtruction

L

Source: Smith Travel Research
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24

8an Francisco Historical Hotef Performance
" Hotel benchmark includes three key terms: occupancy, average dally rate (ADR), revenue per available room
{RevPAR). RevPAR is an indicator of both occupancy and ADR. Occupancy is the percentage of available rooms
that were sold during a specified period of time, which is calculated by dividing total rooms sold by fotal rooms
available. ADR is a measure of the average rate paid for rooms sold, which is calculated by dividing total room
revenue by total rooms sold. RevPAR is the total room revenue divided by fotal rooms available, or the product of
occupancy and ADR.
The following table presents the market's 'lodging performance since 1987:
San Francisco Lodging Market Performance, 1987-2011
$200.00
, Moscone . ‘I\‘ﬂ,os‘cone
$180.00 ‘ \ NortTOpers j"‘f“"’mw/‘\ . / WestOperrs B— ‘ - 80.0%
$160.00
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. Source: Smith Travel Research

San Francisco posts higher overall occupancy rates than many other U.S. gateway markets. Though the market
suffered more than the average of other major markets during the double-hit of the tech bust and the events of
8/11, San Francisco has consistently shown above-average growth in occupancy rates partly due o the minimal
supply increases. By year-end 2011, not only did occupancy peak at 80%, but the ADR has grown significantly;
posting 15.6% growth in. ADR among the market.

Despite the year-over-year growth in ADR, on an inflation-adjusted basis, ADRs remained below previous peak
2000 levels in 2008—an anomaly not witnessed in many other large U.S. markets. However, the spread of ADR
between San Francisco and the average of the other top U.S. gateway markets has begun to lessen notably. The
gains in occupancy and ADR have led to a jump In revenue per available room (RevPAR) of 19.7% for the
market, among the highest of any major U.S. market, - :
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Moscone Center Expansions

Moscone Center Overview

The Moscone Center is located 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 building. The three buildings comprise of approximately two million square feet of

" building area. The center is named after George R. Moscone, a former mayor of San Francisco. There are

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. Mascone North
opened in 1992, adding 184,400 sf. of exhibit space in Halls D and E. This addition is connected to Moscone
South via underground corridors and meeting space. The latest addition to the center is Moscone West, a stand-
along building located one-half block to the west of the other two bmldmgs Moscone West features 96,700 s.f. of
exhibit space on the first level.

L O
Garaye@ ’ C_%

' Moscone ¥ - gaut :
2 < South  Garage
5 2 West R C
%49 ) Zeum ,}5
- LT Museum 7
e - Paye O"p
S Garage ¥

Source: Moscone Center 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. Convention business for the center
is booked by San Francisco Travel which serves as the city's conventions and visitors’ bureau.
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32 Marketing

We were prowded with the historical convention marketing expenses used to promote the city of San Franmsco
as summarized in the following table,

1994/1895

~ $4,866,000

2000/2001 $2,388,000 -5.0%

$2,662000 - . -12%

2010/2011 $4,883,000 19.5%

Source: Cllent

From JLLH's experience, sales and marketing, and in partlcular sales and marketing of expanded convention
facfities, is necessary in maximizing lodging performance.

3.3  Moscone Center Expansion Impact on Hotel Performance _

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

. May 1992 Openmg of Moscone North, which added 53,410 sq.ft. of meeting space and 181,400 sq.f. of
"~ exhibit space

* June 2003: Openmg of Moscone West, whach added 199,432 sq.ft. of meeting space and 99,660 sq.ft. of
exhibit space

The following tables summarize San Francisco’s lodging performance (grouped by Zone 1 and Zone 2) compared
to Total U.S. Urban cities during the years prior and post expansions.
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San Francisce Lodging Market ~ Forecasting Study

In order to analyze the relationship between lodging performance for the two hotel zones and Moscone
convention space and convention attendance, we have calculated the correlation between these variables, as
presented in the subsequent table. '

0.33 033 018 005  -053
0.46 037 000 020 013
0.41 037 01 0.1
e Ctrelaliph ik tio

In addition, historical RevPAR was converted into real values in order to analyze trends without the fluctuations of
infiation, as shown in the following chart.

Historial Real RevPAR
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‘e Tolal U.S. Urban  =m==mSan Francisco Zone 1 ~====San Francisce Zone 2

Source: Smith Travel Research

From the above analyses, we have observed the following trends:

« There is a strong comelation between Convention Attendance and Zone 1 Supply, Convention
Attendance and Zone 1 Demand, Convention Space and Zone 1 Supply, and Convention Space and
Zone 1 Demand. Moscone Center previous expansions has increased convention atfendance, at the
very least contributing to and at the very most driving demand for hotels in Zone 1, while Zone 2 is not
as directly correlated to convention activity due to its locations and less reliance on groups from its
smaller room stock.

o Throughout the historic period, the long-ferm CAGR for Zone 1 was a positive 0.8% as Zone 2
experienced a negative 0.1% with a declining trend in supply. The decrease in hotel supply in Zone 2
results primarily from existing hotels being-converted to other uses such as condominiums and multi-
family units. When this type of gentrification takes place, it is typically the older properties that

12
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San Francisco Lodging Market — Forecasting Study

underperform their peer group and thus when they are remaved from ;nventory, lmpact the aggregate
performance numbers of the market overall. .

= . As availability of space decreases in the urban city, the annual average growth rate in supply for both
zones decrease throughout the latter historical years. .

= Zone 1and Zone 2 Hotels mirror & similar trend throughout the past 25 years; although Zone 1 has a -
higher RevPAR than both Zone 2 and Total U.S. Urban.

¢ Interms of demand, both Zone 1 and Zone 2's CAGR surpassed Total U.S. Urban’s average during the
post expansion years. During Expansion |, Zone 1 saw a higher 3-year CAGR than Zone 2, and during
Expansion Il, Zone 2 saw a higher CAGR. What we observed is that as Zone 2 decreased inventory and
as occupancy exceeds 70% and even approaches 80%, the impact of increased convention attendance
s greater on ADR than it is on occupancy. By way of example, an unoccupied room that is filled with a
new visitor (even one paying only $100 in room rate} has a greater impact than a previously occupied
room which is able to increase room rate by increasing the premium earned on the room. The first
expansion brought a new higher rated business to the immediate hotels around the Moscone Center
(Zone 1), but since those hotels were largely occupied by the fime of the second expansion, Zone 2 had
a greater incremental increase as the benefit is spread further out with more meeting capacity for the
city. However, although both zones should benefit either directly or by compression from future
expansions, since both zones are currently achieving sfrong occupancy and Zone 1's hotels are in better
position to increase rates to a larger extent than Zone 2 properties, we anhcxpate the impact of the future
expansions fo be greater for Zone 1 than Zone 2.

JLLH also analyzed historical operating performance by chain scale (as defined by Smith Trave! Research) and
composition of hotels in the two zones in order fo compare the difference between potential Profit PAR.

The following table summarizes San Francisgo's historical performance, whrch are categonzed into two groups
for two different years.

, . 1
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San Francisco Lodging Markei — Forecasting Study

_ PAR POR PAR POR PAR FOR PAR FOR
REVENUES :
Rooms $42665  §15124 . $33057  §128.39 $64,587  $22467 $53342  §19240
Food & Bewerage ' $5,291 $1B.76 $5,265 $20.45 $24,560 $85,44 $22.419 $80.86
Telephone . $240 . $085 $190 $0.74 §751 . $261 $672 $2.42
Rentals and Other Income $2,313 $8.20 $1523 $5.92 $1,766 $6.14 $2,038 $7.35
Ciherlncome $1,614 $5.72 $1,656 $6.43 $2,619 $9.11 $2,239 $8.08
Total Revenues $52124 $i8477 $41,691 $161.93 $94,283  $32197 $80710  §291.11
DEPARTWENTAL EXPENSES
Rooms Expense . 515058 $5338 $14,296 $55.52 $20,628 $71.76 $19,559 $70.55
Food & Beverage Expense 35314 $18.84 §5,097 $19.80 $21,604 $75.15 $20,646 $7447
Telephone Expense i " $633 §224 $716 $2.78 $84 §2.93 $858 $3.10
. Other Income Expense . $376  §133 $408 $158 $1,705 $593 $1404 $5.07
Tatal Departmental Expenses $21,382 $75.79 $20517 $79.69 $44,778  $188.77 $42,468 $153.47
Total Departmental Income ' 530,742 ) $108.97 $21,174 $82.24 $49,505 ) $172.21 $38242 313783
UNDISTRIBUTED QPERATING EXPENSES )
Administralive & General - $5,371 $19.04 $4,028 $19.14 $8,150 §28.35 $7484 $27.00
Sales & Marketing 7 $3,757 $1332 $3,208 $1246 $5,648 $19.65 $513 $18.51
Franchise Fee $569 $202 $5% 3231 $242 $0.84 $270 §0.97
Property Operations and Mainlenance $2,731 $9.68 $2,608 $10.12 $4,340 $15.10 $4,170 $15.04
Utiliies §1,850 $6.56 $1,690 $6.56 $2829 $9.84 $2,713 £9.78
Total Undistributed Expenses $14,279 $50.62 $13,028 $50.60 $21,209 $73.78 $19,767 $71.30
Gross Operating Profit $16,463 $58.36 §8,146 $3164 = $28,206 $98.43 $18475 $66.64
Management Fes $1,950 $6.91 $1,592 $6.18 $2,987 $10.39 $2,208 §7.96
Income Before Fixed Charges $14,513 $51.44 $6.554 $25 .46 $25310 $88.04 $16,267 $58.67
FIXED CHARGES '
Real Estate Taxes $1,274 $4.52 $1,396 $5.42 $2,809 !_89.77 $3419 - $1233
Insurance $951 $3.37 $954 $370 $1,981 $6.89. $2137 7.1
Rent $1,238 $4.39 $247 $0.96 $1.909 $6.64 $1,090 $3.93
Other Fixed Charges §3,09 $10.98 $1,100 $427 $631 $2.20 $1175 $4.24
Tatal Fixed Charges $6,669 $2325 $3,696 $14.36 $7.331 §2550 $7.821 $28.21
EBITDA* o $7954  $2819 928  $1110  $17979 %6264 98446 $3046
Less: Replacement Resenves {FF&E) $743 $263 $37d $1.44 $1,783 $6.20 $1,738 $6.27
Net Operating Income* r2n $25.56 $2,488 0.6 516,196 $5634 36708 52419

*USALI 18k Edifion refers i *EB[TOA" &k *NOI* =*USALI 10t Edifon rolers b “NOI o "Adjustad NOF

Source: Smith Travel Research
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San Francisco Lodging Market — Forecasting Study

The following table summarizes the composition of hotels in the two designated zones.

Upscale Chains 3.2%

Midsca
Economy Chains
i

From the two pravious tables, we have observed the following trends:

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

Beyond demand and room rates (ADR) and RevPAR, hotels can capture additional revenues from food
and beverage, convention services, spa and other ancillary facilities, As discussed, the types of hotel
existing and likely to be developed in Zone 1 are significantly different from those located in Zone 2. As
displayed in the above table, there is a much higher concentration of Upscale & Above hotels in Zone 1
(in terms of room count), and a much higher ratio of Midscale, Economy, & Independent hotels in Zone 2
(in terms of room count). Zone 1 comprises of predominantly Upscale & Above hofels (70.5%), as Zone
2 comprises of primarily Midscale, Economy, and Independent hotels (78.4%).

Based on our analysis of lodging types in San Francisco, we have concluded that Upscale and Above
chain hotels, the majority represantative of the inventory of hotels iocated in Zone 1, achieve RevPAR
premiums that are 50% to 60% greater than midscale, economy, and independent hofels in San
Francisco representative of those located in Zone 2. However, our-in-depth analysis of hotel operating
statements for over 50 hotels in San Francisco indicates Upscale and Above chain hotels in San
Francisco achieve 50% to 80% greater profit per available room premiums than the midscale, economy

- and independent hotels in San Francisco.



San Francisco Lodging Market — Forecasting Study

34 Moscone Center Proposed Expansion Plans

According to Tom Eliot Fisch’s preliminary design (dated November 30, 2011), the Moscone Cehter proposed
. expansion includes three expansion schemes. The three schemes are listed below:

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

¢ Howard Street Connection: Underground éonversion of space, which will créate 107,000 s.f. of exhibit
space. ’

o Moscone East: 4-story building {1 below grade) totaling 264 00 gross s.f. with addltlonal air rights for
hotel or office space.

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 construction was given by San Francisco Travel as FY
2014/2015. In the plans provided by San Francisco Travel the Howard Street Connecior Expansion was deemed
to be part of the Third Street Addition (in total, the Moscone North/South expansion) project. JLLH assumed that
thie Third Street addition would be constructed during the first two thirds of the overall expansion timeframe, and
that the Howard Street Connector expansion would take place during the last third of the overa!l Moscone
North/South expansion timeframe. It should be noted that these are only preliminary plans, and specific
programming may change with the recently chosen project architect, although there is little capacity for changes
in total square footage, which is what our analysis is based on.

ssumed Construction Timeling

Open forUse 330117 413012018 12/12012017

Verfcafly Separae

Conrecton siacked  buikding across
belween }
Locaton above  fromMostone
Moscone North .
and Souhy - Moscone  South on Third
South Street
Exhibit Space s.£ 107,000 - - 102850
Meeing Space s.£ - 99,700 67,500
Total Saleable Space 107,008 99,700 170,150

16
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San Francisco Lodging Market — Forecasting Study

4

41

42

Comparable Convention Center Expansions

Comparable Convention Center Overview

Jones Lang LaSalle Hotels based on convention centers’ websites JLLH conducted a detailed comparison and
analysis of competitive convention centers in the U.S. Throughout this section, JLLH will confinuously refer fo 12
convention centers deemed primarily competitive to the Moscone Center. This iist of competitive convention
centers was compiled based on feedback from discussions and interviews with San Francisco Travel senior staff,
Moscone Center executives, senior meeting planners of past and current 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.

Angheim

Source: Jones Lang LaSalle Hotels based on convention centers’ websites

Comparison Matrix of Competitive Facilities

JLLH evaluated 12 competifive convention markets in order to analyze similarities and differences between San
Francisco and the compgtitive convention markets and their respective expansions.

Other convention centers with similar size expansions as the proposed Moscone Center's expansions, ranging
from approximately 150,000 to 250,000 in additional exhibit space, include the following:

«  San Diego Convention Center (2001) |
+« Los Ahgeles Convention Center (1997)
*  Pennsylvania Convention Center (2010)

=  Anaheim Convention Center (1991, 2001)

»  Miami Beach Convention Center (1989)

COPYRIGHT © JONES LANG LASALLE IP, INC. 2012: All Rights Reserved
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San Francisco Lodging Market — Forecasting Study

43  Impact of Other Convention Center Expansions on Lodging Market

JLLH studied the impact that substantial expansions of competitive 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 expansions—in most cases an addition of 200,000 or more square feet
over the past 20 years. -

For the 12 markets where these convention centers are located, along with San Francisco, JLLH computed the
historic CAGR of hotel RevPAR for each of the cities. In most cases, JLLH had access to historic RevPAR data
going back fo 1987. JLLH used hotel revenue per available room as a mefric to quantify hotel revenues. The
selected RevPAR data largely pertains to hotel brands that typically serve a significant amount of group-related
demand, such as Marriott, Hifton 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-rated submarkets of the metropolitan
areas, :

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

For the markets in the analysis, real hotel RevPAR increased by an average of 0.5% per year over the historic
time period reviewed. The analysis yielded a measurable impact that the various convention center expansions
had: in the three years after an expansion was completed, real RevPAR increased on average by 3.2% per .
annum; in the five years affer an expansion, real RevPAR increased on average by 0.7% per annum. When real
hotel RevPAR for just the five convention centers listed in Section 4.2 with similar expansion size as the proposed
Moscone Cenier expansions, there was a three-year CAGR of 4.7%.

This represents a RevPAR growth premium {compared to if no expansion took place) of 2.7 percentage points per
year in the three-year imeframe (or 4.2 percentage points for just the five selected convention centers) and 0.2
percentage points in the five-year timeframe. This analysis shows that an expansion of a convention center can.
enhance hotel RevPAR in the proximate market area. ' :

COPYRIGHT @ JONES LANG LAGALLE IP, INC. 2012. All Rights Reserved
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San Francisco Lodging Market — Forecasting Study

5 Lodging Market Forecast

51  Lodging Revenues vs. Ancillary Revenyes

I order fo estimate the .incremental revenues from visitor spending to the lodging sector versus other sectors in
the market, JLLH calculated the net difference in attendance befween the scenario of having all three expansions
and the base case of no expansion as part of JLLH's “Moscone Expansion Cost Benefit Analysis.” The 2010/2011
Moscone Annual Report (latest data available) aggregated three “aftendee origin  categories:
National/lnternational, State/Regional, and Local. In order to estimate the percent of total out-of-town attendess,
we have assumed that 100% of Nationalfinternational and State/Regional atfendees are from out of town, while
assuming that all Local attendees are from within the San Francisco area. This results in a fotal out-of-town

percentage of 99%. :

Nafionalfinternafional . 78% 100% 78%
State/Regional 22% 100% 22%
Local _ : 1% 0% 0%
: )G

g

JLLH refied on San Francisco Travel's 2010 statistics (|atest year available) on the visitor spending by segment
and average fength of stay in order to derive the revenue generated per visitor for various categories, indicated in
the below table.

Lodging $86.41 $302.44
Restaurants in Holels $19.25 -  $67.38
All Other Restaurants $40.91 $143.19
Retail $37.20 . $130.20
Enfertainment & Sighisesing 247 $84.60
Local Transportafion _ $8.95 - $31.33
GasfAuto Services $13.09 $45.82
Car Rental v , $4.53 ' $15.86
Exhibitor/Assoc. Expends $129.19
Total Spénding 11

'i.engtl-'l =of St;y 35

The increase (or foss) in attendance for the expansion scenario compared to the base (no expansicn) scenario
was converted to incremental revenues according to the average spending per category data accumulated by
San Francisco Travel. Because the “Exhibitor/Assoc. Expends” sector included anything an exhibitor/association
would spend during their fime in San Francisco (i.e. lodging, restaurants, efc.), JLLH-assumed that this sector has
been accounted for in the economic impact through the allocation for the remaining sectors.

: 21
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San Francisco Lodging Market — Forecasting Study

Spend pertaining fo the Lodging and Restaurants in the Hotels sector was applied only the net out-of-town
attendees, while the remaining sectors were attributed fo all net attendees. The following table summarizes JLL's
attendance forecast for the expansion and no expansion scenarios.

11720 1,115, ,145,319
201212013F 1,146,315 1,146,315 0 0
20132014F 1,184,134 1,181,134 0 0
2014/2015F 1,206514. 165344 41,170 40,936
2015/2016F 1,206598 - 1,472,290 -34308  -34,113
2016/2017F 1206508 1216861 10,202 10,234
2017/2018F 1,206,508 . 1376424 169,826 168,860
2018/2019F 1,206598° 1453618 247018 245614
2019/2020F 1206508 1484495 277897 276,316
2020/2021F 1,206,598 1505080 298482 296,784
2021/2022F 1,206,598 1525565 318,086 317,251

The forecast attendance figures were applied fo 2010's average visitor- spending per sector in erder to estimate
the revenues for various sectors in the market. The result is presented in the subsequent table, which depicts
how the lodging sector is expected to continuously surpass the other sectors in revenues. -

COPYRIGHT © JONES LANG LASALLE P, INC, 2012. All Rights Reserved
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Lodging -~ ] _$320.85°  $383,269,657 $386,539,006 X
Restaurans in Hoteis §7148 585382952  $86,111,282 $728,330
AlOher Restarans ~~ $15190 " $183288200 184851766  $1,563477
Rel o $13813  $166,665448 $168,088,138  §1,421,690
Entriainmentd Sightsesing ~~ $8075  $108,288,388  $109,212,104 $923,716
"Local Transportafion T 833237 $40008514  $40,440560 $342,046
Gas/Aub Services . $4861  $58646876  $50,147,143 $500,267
C B $16.82  $20,005672  §20,488,797 $173,125

$383,269,657

§53,944,246

‘Restaurants in Holels ~ C§7148  §85382,952  $97.400389  $12017,437
All Oher Restaurans . $15190  $183,288,200 $200,085658  §$25,797,368
Retal . $138.13  $166,686,448 $190,124333  $23457,886
Enteriainment & Sightseaing $8075  $108.288,388 $123529708  §$15.241,320
Local Transporafon 3323 $40,098514 $45742279  $5543766
Gas/Aubb Services .. %4881 §58845876 $66,901,277  $8,254,401
- Car Rentl : $16.82  $20205672  §23,152237  $2,856,565

Lodging h $320.85  $383,269,657 $461,734,015  $75464,358
Restauranis in Hotels 87148 §85382.852 §102862.861  $17.479,908
All Oher Restaurants $151.90  $18328B,200 $220,811734  $37,523445
Retal ' $138.13  $166,666,448 $200,787,000  $34120,561
Enteriainment & Sightsesing §8975  $108,288,388 §$130457,581  $22,169,192
Local Transportaion $33.23  $40008,514 $48,307.627 38,209,113
Gas/Autd Services $4861  $58646,876 $70,853278  §12,006,402
Car Rentl $16.82  $20205672 $24450,676  $4,155,004

Lodgng 7 $32085  §383768657 $471542080  $88,272402
Restauranis in Hotels . $7148  $85382,952 $105047,849  $10,664,897
Al Oher Restaurans $15190  $1830208200 $225502,185  $42,213,876
Retl $138.13  $166866448 $205052,079  $33,385,631
Eneriinment& Sightsesing 88975  $108,286,388 $133,228,730  $24.040,342
Local Transportation $33.23  $40,008,5t4  $49,333,786 49,235,253
Gas/Auto Services $48.61  $5B.046,876 $72154.078  $13507,202
Car Rental §16.82  $20,205672  $24970,052  $4,674,373

Lodging $32085  §383269.657 S$47BOB0756  $94,811,009
Restatirants In Hetels §7148  §$85382052 $108,504,508  $21,121,556
Al Other Resturans 15190 $183.288200 $228629,119  $45340,829
Refal ’ " $138.13  $166566448 $207,895459  $41,220011
Enteriainment & Sighfseeing $8975  $108,288,388 $135075,162  $26,787.774
Local Transporiafion $33.23  $40,098514 50,017,859 $9,919,345
(Gas/Auto Services 34861  $58,646,876 §73.154612 . $14507.735
Car Rental . $16.82  §20205872  $25316,302 $5,020,630

Based on our analysis, the lodging sectdr is expected to be the greatest beneficiary in increaséd revenue dollars
when compared to the other sectors on an individual basis as a result of the proposed Moscone expansions.

Al
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5.2
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Lodging Forecast

Based on our analysis of the impact on Moscone Center’s past expansions to the lodging market, the RevPAR
growth seen with other competitive convention centers' expansions, the historical lodging trends from the Sian
Francisco market, and our forecast of the market's future. performance, JLLH has projected the lodging forecast
for Zone 1 and Zone 2 hotels for the 32 years post expansion. -

Our forecast is based on the following assumptions:

Using STR Pipeline for San Francisco, we have assumed that the identified hotel developments (listed in

. Section 2.3) will progress in the next 3 to 5 years.

With the proposed Moscone expansion, we have assumed that a 500-room hotel will be buiit on top of
Moscone East (part of the current expansion plan) by 2018.

For supply forecast post 2018, JLLH has assumed that supply trend will be similar to the average annual
growth rate in the previous five years (since land becomes more limited throughout the period) for Zone
1, For Zone 2, because there is more availability of land, we have buiit in cycles of peaks and troughs in
supply growth, which is expected to result in a simifar historical average growth rate if no expansion
oceurs.

We have utilized historical growth rate trends from Moscone's historical expansions on Zone 1 and Zone
2's RevPAR in order to forecast the potentiat premiums from the proposed Moscone expansion.

From analyzing historical real RevPAR trends, we have assumed downward trends occurring every 6 fo
8 years following the growth from the proposed expansion in order to show cyclical nature of the market.

The subsequent tables provide the details of our analysis.

24



San Francisco Lodging Market — Forecasting Study

-3.8%

41%
2.0%
3.6%
1.2%
11.1%
5.4%
1.8%
12.7%
-247%
-18.1%

CAGR 1987 - 2011 CAGR 1987 - 2011

2011, 0.8% 0.6% 2019 0.8%| - D6%;
CAGR 2012 - . CAGR 2012 - 5
" o080 0.4% CAGR 2012 - 2050 0.6% 2050 0.2% CAGR 2012 - 2050 1.0%

Source: Smith Travef Ressarch, Jones Lang LaSalk Hotels
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CACR 187 - CAGR 1087- CAGR1987 -
2011 PYT T 0% 20 0% CAGRISBT-2011 - oo
CAGR 2012- CAGR 2012- CAGR 2012-
e s CAGRZDZ-250 ol

2050 0.0%) 2050 0.6%
Sourea: Smity Travel Research, Jones Lang LaSalle Holgls .
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Although different types of hotels may achieve similar levels of RevPAR (which is an acronym for Rooms
Revenue Per Available Room) their ancillary facilities such as restaurants, bars, mesting space, spas efe. can
generate substantially different revenue and thereby profit for the hotels. In order fo assess the frue impact of the
potential expansions on the local hotels we must focus on the bottom line benefit that the hotels are likely to
gamer as a result of the increased ancillary revenues beychd the rooms business they are expected fo drive. Our
research indicates that the profit differential generated by hotels in San Francisco during both high and low cycles
in the economy is largely driven by their ancillary facilities. For analytical purposes we have divided the various
chain scales as set forth by STR Ing, into two groups. The first group contains the (typically) larger branded hotels
comprised of upscale, upper upscale and luxury branded hotels, Roughly 70% of the rooms in Zona 1 {all into
this category and roughly 20% of the rooms in Zone 2. The second group confains independent properties along
with midscale and economy properties. Roughly 30 % of Zone 1 and nearly 80% of Zone 2 are comprised of
these types of hotels. [t is important to note that independent hotels can be luxury, economy or anywhere in
between but fike most midscale hotels, do.not typically contain an abundance of meeting space and F&B faciliies
refative fo the larger chain hotels. Similarly, some upscale (select services) hotels da not offer much in the way of
meeting space and F&B facilities. However, we believe thaf these two groups most accurately reflect the general

- differences in the additional facilities in each category and thereby are most useful in terms of application to each
zone. :

We then utilized our findings from historical lodging performance by chain scale and the composition of Zene 1
and Zone 2 hotels in order to estimate the anticipated Profit PAR (ProPAR) relative to the forecasted RevPAR
previously presented in order to analyze the incremental difference in profit PAR between the two zones. The -
ProPAR (in reaf dollars) is estimated by applying the weighted average profit per available room {inclusive of
FF&E Reserve) for each zone based on chain scale composition and its average ProPAR (as shown in the table
below) as a percentage of the projected ReviPAR.

. : 27
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2013F $17.09 $17.09 $8.39 $8.39 $0.00 $0.00(
2014F $18:11 $18.11 $8.73 $8.73 $0.00 $0.00
2019F . $19.38 $8.99 $9.16 $0.73 $0.17
2020F $19.21 $20.73 $9.43 $9.80 $1.53 $0.36
2021F $19.97 $22.19 $9.91 $10.53 $2.21 $0.63
2022F $20.67 $23.85 $10.50 $11.38 $3.18 $0.88
2023F $20.67 $24.33 $10.82 $11.83 $3.65 $1.02
2024F $20.80 $2447 $10.78 $11.81] $3.58 $1.03
2025F $20.02 $24 82 $10.75 $11.79 $3.70 $1.03} .
2026F $21.05 $24.77 $10.72 $11.76 §3.72 $1.04
2027F . $2021 © $2378 $10.18 $11.17 $3.57 $0.99
2028F $19.60 $23.06 $9.78 $10.73 $3.46 $0.95
2029F $19.21 $22.60 $9.48 $10.40 $339 $0.92
2030F $19.58 $23.05 $958 - $10.51 $346 $0.93
2031F $19.79 -$23.28 $9.55 $1049 $350 $0.04
- 2032F $19.91 $23.42 $9.52 $10.47 $352 . $0.95
2033F $20.03 $23.56 $9.49 $10.45 $354 $0.95
2034F $20.15 $23.71 $9.46 $10.42 $3.56 $0.95
2035F $20.27 $23.85 $0.43 $10.40 $358 $0.97
2036F $20.39 $23.99 $0.41 $10.38 $360 $0.98
2037F $20.51 $24.14 $9.38. $10.38 $3.682 $0.98
2038F $19.49 $92.93 $8.82 $9.74 $3.44 $0.93
2030F $18.71 $22.01 $8.37 $9.25 $3.31 $0.88
2040F $18.33 $21.57 $8.12 $9.24 $3.24 $1.11
2041F $18.70 $22,00 $8.20 $9.33 $3.30 $1.12
2042F $18.89 $22.22 $8.18 $9.31 $3.34 $1.13
2043F $19.00 $22.36 $8.16 $9.29 $3.36 $1.13
2044F $19.11 2249 $8.13 $9.27 $3.38 $1.14
2045F $19.23 $2262  $8.11 $9.25 $3.40 $1.15
2046F $19.34 $22.76 $8.08 $9.23 $342 $1.15
2047F $19.46 $22.90 $8.06- $9.22 $344 $1.18
2048F $19.58 $23.03 $8.03 $9.20 $3.46 - $1.16
2049F $19.69 $23.17 $8.01 $9.18 $3.48 $1.17
2050F $19.81 $23.31 $7.99 $9.16 $3.50 $1.18

Source: Smith Travel Research, Jones Lang LaSalle Holels

Based on the previous forecast, we have concluded that both zones are expected to gain incremental
benefit from the proposed Moscone expansion, but Zone 1 is expected to achieve three times the RevPAR
benefit of Zone 2; however, Zone 1 is estimated to achieve four times the Profit per available room benefit
of Zone 2.

’ 28
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6 Appendices

6.1 Glossary

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

Compounded Annual Growth Rate {CAGR): The year-over-year growth rate of a measure over a
period of time.

Occupancy: The percentage of available rooms that were sold during a specified period of ﬁrﬁe, which
is calculated by dividing total rooms sold by total rooms available.

Revenue per Available Room (RevPARY}: The total room revenue divided by total rooms available.
Qccupancy multipfied by ADR is equal to RevPAR.

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

Per Avai!able Room (PARY): Total rooms available,

COPYRIGHT @ JONES LANG LASALLE IP, INC. 2012. All Rights Reserved
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ASSUMPTIONS AND LIMITING CONDITIONS

This report is made with the foflowing general assumptions and limiting conditions: -

1.

10.

As in all studies of this type, the estimated results are based upon competent and efficient
management and presume no significant changes in the economic environment from that as set forth
in this report. Since our forecasts are based on estimates and assumptions which are subject to
uncertainty and variation, we do not represent them as resuilts which will actually be achieved.

Responsible ownership and competent property management are assurned.

The information furnished by others is belleved to be reliable, but no warranty is given for its accuracy.
It is assumed that there are no hidden or unapparent condifions .of the property, subsoil or structures.
Itis assumed that the property will be in full compliance with all applicable federal, state, and local
environmental regulations and laws unless the lack of compliance is stated, described, and considered

inthe report.

Itis assumed that the property will conform fo all applicable zoning and use regulations and
restrictions. :

Possession of this report, or a copy thereof, does not carry with it the right of publication.
The consultant, by reason of this report, is not required to give further consultation or testimony or fo
be in attendance in court with reference to the property in question unless arrangements have been

previously made.

Neither all nor any part of the contents of this report (especially any conclusions as to value, the
identity of the consuitant, or the firm with which the consultant is connected) shall be disseminated fo

‘the public through adverfising, public refations, news, sales, or other media without the prior written

consent and approval of the consuitant.

COPYRIGHT © JONES LANG LASALLE IP, INC. 2012. Al Rights Reserved
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Re: Strategic Advisory Services — Moscone Expansion Cost Benefit Analysis — Phase Il Analysis

Dear Ms. Farzaroli;

Jones Lang LaSalle Hotels (“JLLH"), a division of Jones Lang LaSalle Americas, Inc, is pleased fo submit herewith
our comprehensive review of the performance of the Moscone Center's existing facilities, competitive environment,
potential for expansion and lodging 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 assumptions stated herein,
collectively form the basis of the conclusions and recommendations of this report.
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Jones Lang LaSalle Hotels , Jones Lang LaSalle
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Executive Summary

Scope of Work

Jones Lang LaSalle Hotels ("JLLH") has been engaged by the San Francisco Tourism Improvement Dlstnct
Management Corporation ("TID") to perform a costbenefit and return on investment analysis in connection with
the contemplated expansion of the Moscone Convention Center {*Moscene Center’). To arrive at the conclusions
and recommendations presented in this report, JLLH has undertaken the following scope of work:

s Review of Existing Faciiity Performance, fo include analysis of on-the-bocks events, booking paiterns,
utilization rates and user profile, interviews of key personnel, development of a SWOT analysis to inform the
future attendance projections for the various contemplated expansion scenarics;

+ Survey of Competitive Environment and Potential for Expansion, to include the study of expansions
implemented at comparable convention centers, survey of competifive supply, interviews with competitive
convention center managers and research on how the proposed facflity can fill a market niche;

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

= Expansion Cost Benefit Analysis, 1o include attendance projections for a variety of expansion scenarios,
forming the basis for determining the economic impact and calculating a retum on investment analysis. The
refurn on investment analysis led to JLLH's cost benetit conclusion for the financially scundest expansion.

Key Findings - Review of Existing Facility Performance

The Moscone Center is located 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 building.

Moscone South opened in 1981, and consists of 260,600 s.f. of exhibit space. Moscone North opened in 1992,
adding 181,400 s.f. of exhibit space fo the facility. The latest addition is Moscone West which features 96,700 s.f.
of exhibit space.

The Moscone Center is owned by the City and County of San Francisco. The Moscone Center is privately
managed by SMG, an entertainment and convention center venue manager. Convention business for the center
is booked by San Francisco Travel which serves as the city's conventions and visitors’ bureau.

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

The JLLH Consulting Team reviewed Moscone Center annual reports, definite group booking reports and lost

business reports in order to defermine booking pattems, utilization rates, user profile by business sector, average
spend and space utiiization, This analysis was employed o inform future attendance projections and the cost

benefit analysis of the various expansion scenarios.
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Attendance trends: The fwo largest business sectéré of groups that convene at the Moscone Center
are High Tech/Computer and Medical, together accounting for two thirds of atteridees.

Average Gross Exhibit Space Used per Attendee: The amount of gross exhibit space used per
atiendee approximated 40 s.f. in FY 2010/2011. For groups booked in future years, the metric
generally marks a gradual dectine, suggesting that more attendees are convening in the same amount
of space—a frend which generally supports that an addition of exhibit space is warranted.

Average Direct Spend per Attendee From FY 2011/2012 onward per- -attendee direct spend is
expected to remain flatimark a slight decrease.

Average Number of Event Days per Convention: JLLH concluded that the Moscone Center is
currently not exposed to any significant convention industry trends whereby the average fength of a
convention is increasing or decreasing substantlally

Summary of Previous User Surveys

In an aftempt to uncover ofher trends or insight for its attendance projections and subsequent economic impact

calculations, JLLH alsc evaluated existing Moscone User surveys. Surveys reviewed generally indicate users’
satisfaction with San Francisco Travel from a convention sales aspect and affirm the draw of San Francisco as a
desiination. Furthermore, some respondents noted dissatisfaction with the non-renavatéd areas of the Moscone
Center; and, in some cases, respondents cited space constraints as a potential future impediment.

Analysis of Key Lost Groups
To quantify the loss in attendee spend due to Moscone Center space constrainfs based on the lost business

report provided by San Francisco Travel, JLLH established a ‘methodalogy 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

- multiplied by the estimated direct spend for the groups lost due to that particular reason. The analysis leads to the

conclusion that the fotal assumed loss in direct spend resulting from Moscone Center space constraints and
related categories is $2.1 billion for the years 2010/2011 through 2019/2020.

FIrst Option Went Befinite 5% § 112 3 56
Board Declsion 15% § 3110 § 487
Change in Rotation . 15% 3 1,216 191
Dates Not Avallable 10% $ 1718 § . 172
Does Not Meet Center Requiremenis 0% $ 455 § -

Economic Reasons 0% § 91§ -

Space constrainis < 100% 3 950 § 950
Other 25% $ 887 % 222

Source: Jones Lang LaSalle Hotels

Key Findings ~ Survey of Competitive Environment and Potential for Expansion

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

JLLH independently demonstrated that a market growth rate applied to the cument number of attendees warrants
the addition of exhibit space at the Moscone Center in the future. JLLH demonstrated that by FY 202112022, the
growth in attendance wiHl warrant an additional 120,000 s.f. of exhibit space.

’

Competitive Convention Center Expansions: Impact on Lodging Market

JLLH studied the impact that substantial expansions of the 12 competifive convention centers had on their
respective lodging markets. The analysis yielded a measurable impact that the various convenfion 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 took place]. This analysis
shows that an expansion of a convention center can enhance hotel RevPAR across the relevant market areas.

Filling Market Niche with Expansion

JLLH examined how the proposed expansion can fill a market niche to lead o a compefitive advantage. Elements
for success includs:

o Alfow for natural light where possible.
» The additional exhibit space sheuld be contiguous with the Mescone Center’s largest exhibit hatf.
= Any additional buildings should be physically connected with Moscone North/South,

1.4 . Key findings - Analysis of San Francisco 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 Moscone Center. No new supply has entered San Francisco since
2008, a stark confrast to other major U.S. gateway markets.

San Francisco Lodging Marl&et Qutperformed Post Previous Moscone Expansions

Having demonstrated on a national basis that convention center area hotels generally gamer higher revenue
growth after a convention center expansion {compared fo the fong 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 raie ranged from 5.4% to 8.4%, and the
five-year post expansion real RevPAR CAGR ranged from 7.8% to 12.1%. These growth rates generally exceed
the 6.6% long-term real RevPAR CAGR that the city's core convention center hotels experienced, and as such
supports that significant Moscone Center expansions have led to higher real RevPAR growth than witnessed
during non-expansion periods.

Gross Metro Product and Hotel Demand Correlated to Convention Attendance

JLLH performed a regression analysis between convention attendance hotel demand, RevPAR, refail sales
revenues, wage and salary disbursements, gross metfro product, air passenger traffic, leisure and hospitality
employment and hotel tax revenues. The highest correlation resulted between convention attendance and San
Francisco County gross mefro product, hotel demand for core convention area hotels and San Francisco County
wage & salary disbursements, all of which exhibited a comelation of 0.70 and above, exhibiting the relatively
strong relationship between convention attendance and econenic factors in San Francisco.
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Key findings — Expansion Cost Benefit Analysis

JLLH conducted a cost benefit analysis of the various Moscone Center expansion scenarios to address the
business case for optimum expansion of the current facilifes. JLLH's conclusion is based on a return on
investment analysis, where the investment equals the cost to consfruct the expansion space while considering
lost business during construction; and return refers to the projected incremental income to the expanded facifity
and ecanomic impact derived from incremental visitor spend and tax revenues generated by expansion.

Evaluation of Various Expansion Scenarios

JLLH projected the growth in attendance from FY 2011/2012 through FY 2025/2026 for a vanety of expansion
scenanos summarized below:

Add 386

2 Howard Street Conneclor Expansion1 : 244,593,614
3 Moscone East Cansirucion : 670,000,000
4 Third Steet Addiion and Howard Street Connecor Expansion 472,500,000
5 Third Street Addition and Moscone East Construdion ’ 897,906,386
6 Howard Street Connecior Expansion and Moscone East Construcion 914,593,614
7 AII Three Expansions : 1,142,500,000 376,850

'San Francisco Travel did notbreak down construction costior Third Street Addifon and Howard StreetConneclor individualy,
JLLH therefore allocaled itbased on each components' saleable s.f of space
Note: Construclion cost for all expanson scenarios was provided as a range; JLLH used the mid-pointofihe range in ifs study

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

JLLH subsequently calculated attendance projections for the three expansion scenarios detaited below, along -
with all possible combinations thereof. JLLH fook the organic attendance growth figures (capped at a space
utilization rate of 2.2 as described in the body of the report), and calculated the induced demand, expressed as
number of groups multiplied by average historic group size. The final projected attendance figures for each of the
expansion cases thus represent organic growth, plus induced demand, minus displaced demand.

Calculation of Economic Impact Scenario -

JLLH studied the economic impact that various expansion scenarios are expected to yield: the IRR of the
associated consfruction costs against the incremental econamic- impact were used in formulatmg JLLH's final
recommendation. -

To compute the full economic impact of the various expansion scenarios, JLLM relied on data from IMPLAN.
IMPLAN's multipliers consist of three types of impact: direct, indirect and induced effects. Direct effects are those
related to the inifial spending in the economy, and indirect effects measure the additional businesses needed to
purchase goods and services to ‘produce the product purchased by the direct effect. Induced effects are the
response by an economy to the initial change causing further local economic activity.

[n computing the full economic impact per the above-referenced methodology, JLLH calculated the impact of
incremental Moscone Center Net Operating Income, incremental visitor spending and associated tax benefits.
JLLH excluded the economic impact from the construcﬂon from the constructlon itself in the analysis of the seven

'_ expansion scenarios.
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Cost Benefit Conclusion

For each of the seven expansion scenarios, JLLH computed the 15-year IRR of consfruction costs and economic
impact of incremental increased attendance. The table befow shows the forecasted IRR and employment change
summary for each scenario:

AT Three Expansions
osoona East Gonsiricion.
Thlrd SireetAddrﬁon and Moscone East Constucion

Scenario 2, the Howard Street Connector Expansion is expected to generate the highest return on investment
given the anticipated high degree of economic impact relative to a proportionately modest capital investment,
However the total impact and induced employment is also fimited due to the addition of only 107,000 square feet
of space. Although Scenario 2 (Howard Street Connector Expansion) yields the highest IRR, operationally, it
needs fo be linked with either Moscone East or Third Street Addition in order to accommedate displaced demand
during the construction period. Scenario 6 (Howard Street Connector Expansion and Moscone East Construction)
yields the second highest IRR with the second highest employment growth, and has the capacity to generate
growth in convention attendance to generate economic impact to offset its high construction cost. Conversely,
the larger expansion options such as Scenario 3, Moscone East Construction, Scenario 1, Third Street Addition
and the combination of both (Scenario 5) or alt three (Scenario 7) are expected to generate minimal to negative
IRR in terms of economic impact but still generate significant job growth for the area.

In addition, it should be noted. that the economic impact of the various development scenarios would be

augmented by the economic impact from the construction spending for each respective project. The economic
impact from construction spending is presented in the following table. :

5359 237 924
$994,004,872
. $704,480,214

Howard SlreetGonnector Ex
- “"Mascone East Construction em:noo,oo.
_ Third § Street Addifon and Howard Street Connector Expansion
" Third Street Addifon:and Moscone East Constructon 155
_ Howard StreetConneciDr Expansion and Moscone E Conslru
Q‘AllThree Expansmns

> G G5

'$914 503614 $1356,808,657
759'449,500,000.°61,695,034,950.

_Furthermare, based on our analysis, Jones Lang LaSalle believes that all seven scenarios can generate positive
operational [RR's and be substantially improved (effectively paying for the development) by the addifional
development of a Headquarters Hotel attached or adjacent to the Moscone Center.
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Impact on Hotel Market Occupancy

JLLH prolected future hotel demand, assuming no supply increases to core convention center hotels, to
demonstrate how increased attendance associated with the recommended expansion will fikely warrant the
addifion of new hotel supply in the future.

Based on the projection methodology defailed in the body of the report, the rise in convention attendees amid
minimal supply increases is expected to be limited by an annual occupancy likely not to exceed low to mid 80s
oceupancy 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/or be turned away foward hotels outside of San Francisco or diverted from their trip all together. Thereiore,
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 addition of new hotel stock over the
medium term. The addition of hote! rooms, whether part of an official convention center headquarters hotel, or
another hotet in the immediate area, will have an addifional positive impact on area employment, economic
impact, tax revenues and forecasted intemal rates of return beyond what is quantified in this report.
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Review of Existing Facility Performance

Property Cverview

The Moscone Center is located 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 building. The three buildings comprise of approximately twa million square feet of
building area. The center is named after George R. Moscone, a former mayor of San Francisco. There are
approximately 25,000 hotel rooms within walking distance of the convention center.

Moscone South opened in 1981, and cansists of 260,600 s.f. of exhibit space in Halls A, B and C. Moscone North
opened in 1992, adding 181,400 s.f. of exhibit space in Halls D and E. This addition is connected to Moscane
South via underground corridors and meeting space. The latest addition to the center is Moscone West, a stand-
along building located one-half block to the west of the other two buildings. Moscone West features 96,700 s.f. of
exhibit space on the first level.
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The Moscone Center is owned by the City and County of San Francisco. The Moscone Center is privately
managed by SMG, an entertainment and convention center venue manager. Convention business for the center
is booked by San Francisco Travel which serves as the city's conventions and visitors’ bureau.

The JLLH Consulting Team performed a comprehensive review of the historic performance of the Moscone
Center by analyzing annual reports, definite group booking reports and lost business reports in order to determine
booking pattems, utilization rates, user profile by business sector, average spend and space utilization. This
analysis was used to inform the Moscone Center and future projections and the cost benefit analysis of various
expansion scenarios.

JLLH toured the North, South and West buildings of the Moscone Center on January 20, 2012, viewing both front-
of-house and back-of-house areas. JLLH was able to visually inspect non-renovated areas and renovated
spaces, along with Moscone West, the newest building of the Moscone Center. JLLH also viewed the Third Street
Garage (from the outside) which represents a potential expansion site for Moscone East.
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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 Cenfer. Content from these meetings was central in informing JLLH's recommendations and is
summarized in JLLH's files.

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

counfry.

JLLH also established during the abovereferenced meetings that it is the Moscone Center's policy to generally
not hold any public shows at the center, the exception being the San Francisco International Automobile 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, association or business sector.

Representatives from San Francisco Travel and the TID stated that the Moscone Center is unlikely fo consider-
holding more public shows such as the aufo show. Therefore, JiLH did not consider this scenario in its
recommendations or projections.

Moscone Center Hisforic Attendance and Event Volume

JLLH conducted a thorough analysis of the Moscone Center's historic performance and definite groups on the
books. San Francisco Travel provided JLLH with the annual attendance and number of events frorn FY
1888/1990 through FY 2010/2011, disptayed in the chart below.
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) Annual Attendance and Events FY 1989/1986 - FY 2016/11
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JLLH was provided with Moscone Center Annual Reports for FY 1990/1991 onward. Overall attendance reached
an interim peak of 894,800 during 1998/1999. Attendance thereafter dipped slightly in 1999/2000, but the volume
of convention attendees increased in 2000/2001 to 839,400. This fime period marked the height of the technology
boom in the San Francisco area, which was a driver for technology-related conventions. Consistent with national
frends, convention attendance declined following the events of 9/11 and the ensuing gcanomic downtum.

In San Erancisco, the dip in the technology sector further contributed fo an ongoing slowdown in convention
attendance. As is described in more detail in Section 4 of this report, San Francisco experienced a longer and
deeper lodging market downturn following 9/11 than. most other farge U.S. markets, and convention center
attendance figures mirror this trend. The Moscone Center’s attendance hit trough levels in FY 2001/2002 at

744,700 attendees, and FY 2002/2003 showed an increase of only 3,000 atiendees. Moscone West opened at
the end of FY 2002/2003, and total attendance increased by 25% in FY 2003/2004.

Amid accelerating economic growth, annual attendance increased to a then record-high in FY 2005/2006 of
1,046,300 atfendees. Due to the rotation of several large groups, FY 2006/2007 saw a 7% decline in attendance,
but attendees thereafter grew to an all-time high of 1,279,000 in FY 2007/2008. The economic downturn then
confributed to a 24% attendance decline in FY 2008/2009 and a further 5% dip in FY 2008/2010 to-919,800
atiendees. Attendance rose by 19% in FY. 2010/2011 to reach 1,093,000, representing the highest level in four
years, but still 15% below the record FY 2007/2008 peak. '
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The annual reports contain more detailed attendance data based on type of event, which JLLH plofted for
200012001 onward to show additional detail in the chart below. The largest subcategory of convention attendance
as defined by San Francisco Travel is the Convention/Tradeshows category, which comprises roughly 50% of
total attendance each year. The next-largest categories are Tradeshows and Consumer Shows {Public/Gated).
Consumer Shows include public shows such as the San Francisco Automobile Show.

Moscone Center Event Attendees
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Profile 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 definife bookings on the books through FY 2019/2020 based on a
report provided by San Francisco Travel,

- This definite booking report contained data on 766 meetings. The overall attendance figures-in this report do not

necessarily match the overall attendance figures stated In the Moscone Center's annual reports for previous
years because a number of confidential conventions .were omitted from the detail report furnished by San
Francisco Travel. The number of groups fisted for FY 2001/2002 and FY 2002/2003 was considerably sparser

than for the subsequent years; the data for these years was included only where it did not skew the findings. The
- report did not contain the headquarters focation of the group nor did it state the point of origin of the attendees so

JLLH did not analyze this. ’

JLLH conducted an analyéis of the definite booking report to tabulate data and establish trends in the following
categories by year and primary business sector:

»  Attendance :

= Average gross exhibit space used per attendes -
= Average direct spend per attendee '
= Average number of event days per convention

JLLH drew comparisons to national trends in the meefings industry where appropriate. JLEH synthesized
information from the 2012 Mestings Market Trends Survey, an online survey completed by 805 meeting planners

"
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fo assess the macro perspective in the meefings 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 to thie survey, the three largest challenges that meeting planners expect to face in 2012 are increasing
costs, a lower budget, and decining attendance. These concerns were consistent with themes picked up during
the Moscone user interviews and competitive convention center management interviews.

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

Lastly, JLLH reviewed the most likely changes that meefing planners expect fo see in the future based on the
survey. The methodology for this question was unclear as the responses did not total 100%, but JLLH
nonetheless reviewed the most frequent responses. Among the most common responses was “more complicated
contract negotiations”, often due fo organizations’ desire to monitor budgets and mitigate risk. Meeting planners

_and convention center managers that JLLH interviewed also cited this as a prominent trend that is likely here to
stay.

Another common response in the 2012 Meetings Market Trends Survey was the “greater emphasis on ROF,
which again is consistent with responses gathered during JLLH's interviews. Another frequent reply was that
meeting planners concurrently cited ‘less entertainment” along with “more meeting sessions per day” as trends
for the future. This implies that meetings' programs are getting fuller and condensed in order to focus more on the
business purpose.

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

Aftendance Trends

As a basis for conducting an informed projection for future convention center attendance, JLLH analyzed
Moscone Center annual attendance by business sector. The definite bookings reported provided by San
Francisco Travel contained a category titled “Meeting Account Market 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.
Moreaver, 16% of the groups were classified as Trade Shows & Expositions without mention of business sector.

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

12
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Moscone Center Definite Booking Attendance by Business Sector
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JLLH calculated the standard deviation by which annual attendance varied from all years, and determined that

_ the atiendance count in the High Tech/Computer business sector generally was most volatile. The business
sector with the second greatest standard deviation was the Medical sector. JLLH however cautions that this
analysis is influenced greatly by the completeness of the data. Any omitted (confidential) groups can skew the
volatility of the group, and as such did not assign much weight to the volatility of groups in its analysis.

Average Gross Exhibit Space Used per Attendee

JLLH analyzed the average gross exhibit space used per atteridee as a basis for its attendance projections. The
definite booking report stated which buildings the groups occupied (Moscone North/South/West). JLLH
considered the exhibit space square footage 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 attendee averaged
across all business sectors, '
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Gross Square Fest of Exhibit Space Used per Attendee
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Average Direct Spehd per Attendee

JLLH evaluated the average direct spend per attendee based on the definite group bocking report. According to
San Francisco Travel, the direct spend category refers to spending in San Francisco only and is comprised of the
following three categories: a) local spending on lodging, dining, entertainment, retail and focat transit based on
San Francisco Travel surveys; b) local spending by meeting sponsors based on Destination Marketing
Association Intemational éstimates; and c) local spending by exhibitors on booths and entertainment based on
Destination Marketing Association Intemational estimates. Together, this comprises the estimated direct spend of
a group in San Francisco, which JLLH divided by the number of attendees stated in the same file.

Direct spend represents a lower figure than the overall economic impact. Direct spend data for FY 2001/2002 and
FY 2002/2003 are not always reported so JLLH commenced the analysis for FY 2003/2004 onward. The
aforementioned analysis was conducted separately from the economic impact analysis in Section 5. The purpose
of the analysis described in this section was primarily to ascertain how average direct spend per aftendance is
trending. Average direct spend per attendee peaked in FY 2009/2010 driven by several groups which
represented a high level of expenditure and lower than average number of attendees-as a denominator. San
Francisco Travel did not specify whether the figures are adjusted for inflation, so it is assumed that the figures
represent actual spend in the respective years at that year's current dollars.
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Average Direct Spend per Atfendee
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JLLH also evaluated industry trends with regard to meetings budgets. While data containing a national long-term
trend line was not readily available, JLLH did review the 2012 Meetings Markef Trends Survey, an online survey
completed by 805 meeting planners, which stated that 50% of respondents expect their meetings-budget to be
flat in 2012. Another 27% of those surveyed expect their budgets to decrease, while 13% expect an increase. The
findings from this survey are largely consistent with the data analyzed from San Francisco Travel for the Moscone
Center. - ‘ '

Expected Budget Changes in 2012 based on Industry
: Survey :

Source; 2012 Meetings Markat Trends Survey
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-Average Number of Event Days per Convention

In establishing a profile of past facility use, JLLH also calculated the average length of conventions for each of the
fiscal years contained in the definite booking report. The length of a convention is expressed in event days, which
refers to days on which the convention has a scheduled program. The event day measure excludes the move-in
days leading up to the show and break-down days following the meeting. )

Average Event Days Per Convention
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The averége number of event days for conventions held at the Moscone Center is in fine with industry averages.
According fo the 2012 Mestings Market Trends Survey, an online survey completed by 805 meeting planners,
43% of respondents stated that their typical meeting duration is 2.5 — 3.5 days.

18
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Typical Meeting Duration based on Indusfry Survey

- Source: 2012 Mestings Market Trends Survey

24  Analysis of Existing Users’ Surveys

To gamer any other insight for its attendance projections and subsequent economic impact study, JLLH also
evaluated existing Moscone User surveys. San Francisco Travel provided JLLH with the resuits of approximately
30 surveys completed by Moscone Center users following their events held at the Moscone Center between 2009
and 2011.The surveys were generally completed by the lead meefing planner of the convention.

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

Below is a fist of the orgariizations that responded to the Convention Services Critique Form.:

IDG Waitd Exp;
Intel Corporation .
{pfrmatonal Fradematk Associatior
Java
Nélior afioni for the Sgecialty Food Trad
National Association of Independent Schools
Naliorial A§dciatiof pf Secondary Schoo! Principals:
RSA, the Securlty Division of EMC
Semioinduoky Equipment and Materizlg Inferatorial
Society of Gynecologic Oncolugists
SPIE Ly T
Subway Franchise World Headquarters
SuniiGard Higher-Educatior -
UcsF )
Urbar tand Insfitwes, - *.-
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- Below is a list of the questions contained in the survey:

Convention Sérvices Critigue Fom

¥. Mesting Information
Narme of Meeling
Date of Meeting
Attendance

. Faciliies Used

Haw wouldyou Tate the SFCVB Convertion Sales Representative's knowledge of your meeting?
How would yout rate the professlonalism?
How would you rate the responsiveness?

3, Convention Seivices Department - ;
How would you rate the SFCVB Convention Services Representative's knowiadge of your meehng"
- How wauld you rale the professlonalism? .
How would you rate the responsivengss?

4, Wehsite 7

User—fﬂendly

Quality of promotional materiats
San Francisco Book
Mesting & Event Planner Gulde

Aﬂracisonsl&teﬁalmng!Shoppmg
Cleanbness
Hote! Rates

- Restauranis
Safely

__ Transportation

For most of the questions, respondents were given the option of providing a score of up i 5, with 5 representing
“excellent’, 4 meaning “very good”, 3 representing “good”, and 2 meaning “fair”. None of the surveys evaluated
had a score below “2” in any of the categories.

JLLH averaged the scores for each of the major categories. The average scores are displayed in detall in the
graph below. In summary, safisfaction with the Convention Sales Department received the highest scores, at an
average of 4.69. This was followed by the Convention Services Depariment, with an average score of 4.66.
Respondents’ safisfaction with Collateral averaged 4.42 points. The Website category followed at 4.33.

Respondents' safisfaction with San Francisco as a whole averaged 3.94 points. This category was negatively
affected by respondents’ perception of cleanliness, which averaged 3.55, and the Hotel Rate category, which
averaged 3.34. JLLH atiributes these two below-average scoring categories to meeting planners’ concems
regarding the homeless populaﬁoh around the Moscone Center and the downtown hotels, and the fact that hotel
rates were often perceived as being high.

. 18
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Selection of Moscone Center User Surveys 2009 - 2011
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For the surveys reviewed, 61% of respondents indicated that their overall experience in San Francisco met
expectations, and 39% stated thaf their expectations were exceeded. Additionally, 80% of those surveyed
indicated that they will consider San Francisco for a future event.

How Users Rate Overall Experiencs in San Francisso

How Users Rate Overall Experience in San Francisco

100% 100%
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Source: San Francisco Travel
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Three questions on the survey allowed respondents to provide free-form commentary. While these responses
cannot be stafistically tabulated, common themes were as follows:

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

as a destinafion and popularity among attendees;

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

COPYRIGHT @ JONES LANG LASALLE IP, INC. 2012. Alf Rights Reserved
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= City is more expensive than other cities in the conventicn’s rotation. This primarily referred to Moscone
Center rental rates, Moscone vendor and labor rates and hotel rates along with perceived rigidness of
hotels when negotiating room blocks and rates;

«  Concem about homeless population in the area surrounding the Moscone Center; cleanliness of
sidewalks around the Moscone Center.

Analysis of Key Lost Groups

- JLLH conducted a defailed review of groups that tentafively held dates and space at the Mosbone Center but

were subsequently lost, as opposed to being converted fo the “definite” category. A review of this data was
deemed essential in reaching an informed decision regarding the current constraints that the Moscone Center
faces and for the formulation of recommendations for the future.

San Francisco Travel provided JLLH with a list of “Citywide Lost & Tumned-Down Groups”, The report was run for
meeting dates from January 1, 2010 through December 31, 2019. The report contained 904 lost and turned-down
groups for that ime period. As part of its analysis of the performance of the existing facility, JLLH reviewed this
report and tabulated data points to summarize data as a basis for drawing conclusions.

Based .on the report, 884 groups on the list were lost and 20 groups were tumed down. According to the report,
the reason that groups were tuned down is because they did not meet the center requirements, which is
assumed to be because of size (i.e. too small) or type of group (i.e. public show). The turned down business
tepresented a minimum of 2% of total non-materialized business and was as such not analyzed further.

For each group that was fost, the report 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 the 884 lost groups, some 362 groups stated “Reason 17 lost
as “Other”. JLLH asked San Francisco Travel for additional detail on the “Other” category for this large proportion
of groups in order to be able to conduct a more complete analysis. San Francisco Travel provided a separate file
which contained free-form written commentary for each of the “Other” categaries on the first report. Based on this
supplementary report, JLLH categorized as many of the “Other” responses inta one of the existing San Franmsco
Travel-defined ‘reason lost' categories as possible.

Subsequently, JLLH reviewed the resulis for each of San Francisco Travel's pre-defined categories, and
consolidated several similar categories to make the analysis more streamlined. For example, JLLH determined
that three categories—'Appropriate space not available”, "Convention Center too Small” and "Non-contiguous
space/Split Exhibits’—refate to physical space constraints and were combined by JLLH in a category named
“Space Constraints.” The number of categories was thereby consolidated from 17 reascns to eight reasons as
detailed below:

20
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AlLRsason Lost 1:.Caiegorie
15t Option Went Definite {95}

REtg
Na viable bids received {71) Other
N :

RoomRaksToe High (10) Econortic Reasons

* JLLH notes that several of the categories as defined by San Francisco Travel are not necessarily mutually
exclusive. For example, a common reason for the loss of business was due to “Board Decision”. This could be
the result of “Economic Factors” or “Dates not Available®, both of which are their own separate categories. JLLH
therefore advises that this analysis be considered in aggregate with other factors. None of San Francisco 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 [ost business.

The most common reason why a group was lost was due to a board decision (32% of lost groups). This category
was followed by lack of suitable dates (17%}, change in rotation (12%), economic reasons (11%) and first option
went definite (11%). /_\nother 8% of groups were lost due to Moscone space constraints.

Other |

Board Decision
Datas not Avallable §
Change in Rotation :
Economi¢ Reasons §
Fist Option Went Deflnite |
Space Constraints

Does Not Meet Center

Requirements

Source: San Francisco Travel

JLLH further broke down the *Economic Reasons” category. Of the 99 responses in this category, 35 stated
“Hotels too Expensive” and 28 stated “Convention Center Rates too Expensive’. The remaining did not specify
more detail.

21
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Additionally, JLLH took a closer look at the "Space Constraints” category. Of the 71 responses in this category,
36 were attributed to “Convention Center too Small’. The “Non-contiguous space/Spiit Exhibits™ category was
only selected in twa instances and was as such not plotted individually in the graph above.

In order 1o attempt to quantify the economic impact of groups lost due to space constraints at the Moscone
Center, JLLH more closely analyzed which cities the Moscone Center lost groups chose in instances where the
reason of "space constraint” was given. ’

Ranked by amount of foregone direct spend, the Moscone Center lost four groups to Chicago, resulting in an
estimated loss of direct spend to the City of San Francisco of roughly $177 million. Chicago was followed by Las
Vegas, which captured 12 groups lost from the Moscone Center due o space constraints, at an estmated
foregone direct spend in San Francisco of roughly $116 million. San Diego was third, capfuring six conventions
with estimated direct spend of $114 million. :

- The other cities, as tracked in the report, are displayed in the graph below. The fact that Chicago, Las Vegas and
San Diego were the primary cifies which accommodated groups lost by the Moscone Center is consistent with
commentary-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 to Space Constraints 20102018
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In order to approximate the full direct spend of groups that were lost due to space constraints, JLLH recognized
the need fo cast a wider net and also evaluate the potential direct spend of groups lost for reasons other than
"space constraints” as the different reasons influence each other and cannot simply be examined in isolation.

JLLH established a methodology whereby each of its-consolidated fist of nine reasons for loss of group was

assigned a factor, and this factor was multiplied by the estimated direct spend for the groups lost to that particular
reason. The assumed factors are displayed below:
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First Option Went Definite, $ s $
Board Degision $ 310 § 467
Change in Rotation $ 1,276 - § 191
Dales Mot Avallable $ 1,715 § 172
Does Not Mest Center Requirements $ 455 § -
Economic Reasons $ 931 § -
Space constraints $ 950 § .90
$

Source: Jones Lang LaSalle Hotels

26  Macro Level Factors that Impact Historical Attendance

San Francisco is a unique destination that draws visitors to the city due to its renowned reputation, which often
translates to atfendance records for groups that hold meetings at the Moscone Center. From our analysis of the
market, meetings with Sales managers at convention hotels in San Francisco, and interviews with user groups
that currently use the Moscone or have in the past, the followmg factors (exogenous to Moscone Center size and
conﬁguratlon) were identified thatimpact attendance:

-« Demand shocks from economic and natural disasters, such as the Asian Financial Crisis, Dot-Com
Bubble, 911 and the Loma Prieta Earthquake.
« Number of flights offered at San Francisco International Airport to both U. S and intemational
destinations. ) )
« The compressed geography of San Francisco enhances the walkabifity from the hotels fo the Moscone
Center, which eases fransportation planning and diminishes costs. )
San Francisco is a renowned and unigue destination and offers major international tourist attractions.
Many attendees bnng their significant others, because the city offers many tourism activities.
Costand avallablllty of accommodations within the city.
Proximity of San Francisco to other tourist attractions, such as Wine Country and Monterelearmef
The year-round mild climate in San Francisco.
= Proximity fo Silicon Valley's high-tech companies and South San Francisco as a growing hot-bed for
the biotechnology firms. .

* & e

- 271 Conclusions from Interviews with Moscone User Groups

- JLLH conducted interviews with six Moscone Center users who may require more space in the future, in order fo
obtain comments from these groups on their curent and future convention needs as well as suggestions on how
to increase the competiiveness of the Moscone Center going forward. The interviews' safient pomts are
summarized in the fo!lowmg

=  Comments about the Lodging Market
o Risk of not having sufficient number of quality hotel roomis to accommodate large groups.
o Tend to need fo contract room blocks with a higher number of hotels in San Francisco versus
other cities. . :
«  Competitive convention center markets in U.S include Chicago, Las Vegas, New Orleans, San Diego,
Los Angeles, Bosten, Orlando and Atlanta.

: px)
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o Pros of Moscone Center

(o]

O 0 0 0 0 0

0]

Location; In San Francisco and within the city limits,

" Walkability of San Francisco.

Strong aitlift with regard to domestic and international destinations.

San Francisco atiracts more attendees, especially with regard to infernational attendees.

Favorable parinership with San Francisco hofels.

Proximity of the Moscone fo the company's headquarters.
Renovation with upgraded technology and meeting space.

Users stated that they favor the layout and fi nlshes of Moscone West.

e Cons of Moscone Center

o]
o]
o]
[

Disconnection of Moscone West to North and South.

Lack of contiguous space as exhibit halls are separated among the three buildings.
Arches in the exhibit space add restriction to the viewing and usage of the space.
Do not like 100-series reeting rooms due to the tight corriders and small rooms.

« Desired Changes to the Moscone Center

(o]

0O 0 0 Q O

Add 100,000 to 150,000 s.f. of contiguous exhibit space.

Add additional meeting space in North and South (flexible space).
Add more natural light in hallways and around meefing space.
Connect existing exhibit halls in North and South.

Connect buildings with either a sky bridge or underground passage.

Convention center expansion should correspond with additional adjacent or connected hotel

ooms.

2.8 Conclusions from Inferviews 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 compefiive convention centers that have experienced a previcus
expansion andfor have plans for future expansions. The key findings from the interviews are below:

» Trends in Convention Bookings

o

Q
o]
[e]

Attendance levels have flattened or declined since 2000.

Projecting annual attendance growth rates of 2% to 5% over next five years.

A number of annual conventions have been eliminated.

Saw attendance growth in 2011, but attendance has not returned to peak levels.

« |mpact of Expansion

e}
o]

o

Minimal disruptions were seen in prevnous expansions with only some noise complaints.

General consensus that convention centers cannot afford fo displace business; therefore,

development plans are structured to avoid disruption wherever possible.

Event planners wili secure future events at the convention center as soon as expansion plans
are finalized. Typically, the sales team will start selling the space two o two and one-half years

in advance of the new space coming onfine.
Uptick in bookings was seen fwo to three years after the completion of the expansion.

e  Expansion Improvements
o Upgrades of existing technology, such as audio visual equipment and Wi-Fi throughout deemed

o]
Q

a necessity.
Increase amount of contiguous space and ballroom space.
Connect every building either by underground passage or connecting bndge

e Comments on Moscone Center

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

2%



Moscone Center Expansion Cost Benefit Analysis — Phase I Analysis

o Advantages include San Francisco as a deshnatron intemational draw of city with a strong
airlift, 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 flow
of the convention center with Moscone West as a standalone building.
« [mportant Factors to Consider for Expansion Plans

o Flow of convention center as a whols; allow for flexible regisiration space as technology frends .

are shaping space requirements (due fo online registration, efc.)

o Fully understand detalls of construction schedule and communicate it clearly to convertion
sales team so groups’ expectations are managed.

o Design flexible space in order fo adjust to changes in consumer needs

25
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341

'Survey of Competitive Environment and Potential for

Expansion

JLLH conducted a detailed comparison and analysis of competitive convention centers in the U.S. Throughout
this section, JLLH will continuously refer fo 12 convention centers deemed primarily competitive to the Moscone
Center. This list of compefitive convention centers was compited based on feedback from discussions and
interviews with San Francisco Travel senior staff, Moscone Center executives, senior meeting planners of past
and current 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 Convention Center
EmestN. Morial Convention Center
Gécrgia Warld Congress Cen

Las Vegas Convention Center
ios Angeles Eonvention Center.
McComick Place . .. ..
Miami Beach Convention Center
Orange County Conventon Genter
Pennayivania Convention Center :
San Diego Gonvention Center

Sourge: Jones Lang LaSalle Hotels based on convention centers’ websites

Impact of Other Convention Center Expansions on Lodging Market

JLLH studied the impact that substantial expansions of competitve 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 mare substantial expansions—in most cases an addition of 200,000 or more square feet
over the past 20 years. '

For the 12 markets where these convention centers are located, along with San Francisco, JLLH computed the
historic CAGR of hotel RevPAR for each of the cities. In most cases, JLLH had access to historic RevPAR data

_ going back fo 1987. JLLH used hotel revenue per available room as a mefric to quantify hotel revenues. The

selected RevPAR data largely pertains fo hotel brands that typically serve a significant amount of group-related
demand, such as Marrioft, Hilton and Westin hotels and the sample is thus deemed representafive. The
properties in the sample are, in most cases, located in the downtown and thus highest-rated submarkets of the
metropolitan areas. ' '

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

26
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Comparison Matrix of Competitive Facilities

JLLH evaluated 12 compétiﬁve convention markets o 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 ¢an fill a market niche to benefit from a competitive

advantage. The recommended compefitive positioning of the Moscone Center is discussed further Section 3.3.
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While the average published rental rates vary from market to market, they must be considered in aggregate with
the entire package offered by the city and JLLH as such did not assign much weight to the differences.

3.3  Evaluation of Additional Exhibit Space Warranted

Independently of the attendance projections from which the economic impact is calcuated in section 5, JLLH
attempted to demonsfrate that a reasonable growth rate applied to the curent level of attendees warrants the
addition of exhibit space at the Moscone Center in the-future. JLLH computed the average annual total
attendance for the Moscone Cenier for the years since the opening of Moscone West and subsequently
calculated the average attendees accommodated per square foot of available exhibit space fo devise a utifization
ratio.

10851390 606,425 260,560 23
1890/1091 572,395 260,560 22
18044992 611,381 260,560 23
199211983 765,202 442,000 17
490311924 £25,762 42,000 13
19941995 798,824 242,000 18
1995M996 787,276 442,000 18
49961897 877,627 442,000 20
199711998 834,243 42,000 19
1908/1999 894,818 442,000 20
1899/2000 684,265 42,000 15
2000/2001 839,390 442,000 18
2001/2002 744,745 442,000 17
200212003 747,822 442,000 17
20032004 BTN 538,560 - 17
2004/2005 819843 538,660 15
2005/2006 1,048,272 538,660 12
" 20082007 974,678 538,660 18
200772008 1,278,000 538,560 24
2008/2009 968,554 538,660 18
200912010 919,811 538,660 17
201012011 1,082,975 538,550 20
20112042F 1025377 512,689 20
201212013F 1,083,673 526,537 20
2013/2014F 1,085,885 542,042 20
2014/2015F 1,109,218 554,600 20
2015/2016F 1,141,980 570,930 20
2016/2047F 1,475,710 567,855 20
2017/2016F 1,189,709 599,855 20
2018/2010F 1,220,935 614,567 20
2015/2020F 1247318 523,650 20
202012021F 1,279,493 533,748 20
2021/2022F 1,318,255 859,128 20

AverageMoone NS 199

Average Moscone NS 1.87
Long-Tem Average 1.90
Recent5-Yeer Average 1.94

Note: The lightred rows pertzin Ib historic expansion years
Note: JLLH assumpfions are n blue Hnl
Scuroe: San Francieco Travel, Jones Lang LaSalls Holels
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3.5

JLLH then apphed this exhibit space consumptlon per afiendee fo what it deemed a reasonable growth
assurmption (2.5% per year} in the number of annual afiendees based on its research and inferviews.

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

Marketing Moscone West as a Stand-Alone Facility

JLLH evaluated whether Moscone West could be marketed as a stand-alone facility following an expansion of the
Moscone Center. From reviewing definite booking reports, JLLH notes that Moscone West is in some instances
already being used to accommodate groups on a self-sufficient basis, meaning that all acfivities are housed in
Moscone West without making use of Moscone North and Moscone South. But for large groups, no matter which
of the expansion scenarios Is selected, Moscone West will continue to be required to accommodate the needs of

the group. JLLH therefore does not deem it strategic to permanently market Moscone West as a stand-alone

facility, but rather recommends contmumg to use it as a stand- alone facility when it best fits the needs of a given
graup.

Fitling Market Niche with Expansion

JLLH examined how the proposed expansion could fill a market niche which would lead to a competitive.
advantage. JLLH drew ifs analysis on inferviews with senior-level staff from San Francisco Trave!, Moscone
Center executives, senior-level meefing planners who have used the Moscone Center and online research of
competitive facilifies. '

The purpose of the defailed competitive analysis was to determine how an expansion of the Moscone Center
could offer facilities that will make the market more competitive among its peer set, to realize operational
efficiencies and economies and to most effectively yield manage the facility, alf with the purpose of distinguishing
the complex from its competitive set to be able to retain and grow core clients. Below is a broad assessment of
high-impact 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 meetin'g planners
was that their San Francisco rotafion often gamers the highest attendance of any city in the country. San
Francisco ranks particularly favorably among international conventioneers due to the direct air linkages.

San Francisco is gateway to Asia, boding well for technology and medical meetings in particular, which are
attracting a growing number of Asian attendees. As such, the Moscone Center benefits from being in @ marquis
location which in itself forms a significant competitive advantage in aftracting conventions.

Many large convention centers, like the Moscone Center, wére built in phases and, due to space constraints, -
often do not have the most ideal flow and [ayout. The senior-ievel meefing planners that JLLH interviewed spoke

favorably of the layout and scale of the convention centers in Orlando, Boston and New Orleans, but aside from
' 31
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these three, the meeting planners cited few “must replicate” physical characteristics of other convention centers.
Favorable aspects of these convention centers to be considered in the Moscone Center expansion include:

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.

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

‘Additionally, 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 attendees of a higher demographic segment and education level than the average
conventioneer in the country. As such, the level of finishes in the expanded facility should be at the
upper level of what Moscone Center's competitive set currently offers.
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4  Analysis of San Francisco Lodging Market

41  San Francisco Lodging Market Overview - Historic Performance

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

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

San Francisco, CALodging Market Performance 1987 -YTD Decem Ber2011

$250 T e ——— L e — e 100%

$150 - 80% |

$100 40%

< 2 4 - - 0%
1957 1988 1988 {800 1991 1902 1993 1994 1905 1986 1967 1998 1983 2000 200 2002 2003 2004 2005 2006 2007 2008 - 2009 2010 2011

R JOR e RePAR Doz

Source; Smith Travel Research :
Nofe: Dafa is baset! on Trask San Fransisco | Chain Scates: Upper Upscats, Luxury, Independents ki Luoury Class

4.2  Existing Hotel Inventory

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

: 3
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Moscone Center Expansion Cost Benefit Analysis — Phase 1l Analysis

4.3

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, bat
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 affimns the exceedingly high barriers to entry in the San Francisco hotel
market and explains investors’ high interest in acquiring existing hotels, as seen from the abundant fransactions
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 nationwide growth. The most recent hotel openings occurred in 2008, with
the opening of the 550-key InterContinental in February and the 53-room Fairmont Heritage Place in August. The
following table presents the total new supply inventory that entered the San Francisco market since 2000. The
only hotel opening expected in 2012 is the 22-room Inn at the Presidio.

While the supply pipefine has shrunk greatly across the country, most gateway cities stili experience a backlog of
new rooms that are expected to open by 2013. As anm example 2,900 rooms were introduced in New York in 2011
and an additional 1,050 rooms are expected to open in 2012. The complete lack of new supply in San Francisco
in the near term will significantly strengthen the potential for growth in average daily rates in the city, as seen from -
the significant year-te-date growth in 2011,

34
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Comparison of New Supply Pipeline by Project Phase

10,000 -

g

Room Count

New York Miami Los Angeles - Chicago Washington, " Boston San Frandsco
’ . : D.C.

‘@Pre-Planning & Planning = Final Planning - In Consfruction

Source: Smith Travel Research

44  Performance by Submarket

In the past ten years, supply growth has been concentrated around the Moscone Center. New large full service
hotels have typically entered the market south of Market Street by the Moscone Center because. this district had
the highest amount of buildable space. As these new developments increased, the Nob Hill submarket, which
was previously the center of development. for luxury hotels, has become less affractive. As the Moscone Center
becomes the center of development, room rates in this area grew at a greater pace than in some of the other
.submarkets. The Moscone area, around South of Market Avenue (“SoMA’), therefore accommodates more hotel
demand and group business while the Nob Hill area has a greater share of leisure transient room nights.

The Financial Disfrict continues to lead with the highest ADR, followed by Union Square/Nob Hill/Moscone, -
Fisherman’s Wharf, and Civic Center/Van Ness. From full-year 1998 to 2011, the Union Square/Nob Hill/Moscone
submarket achigved the highest RevPAR growth on a compounded annual growth rate of 2.1%. The following
table summarizes the historical performance by submarket as provided by PKF .-

. . 3
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Moscone Center Expansion Cost Bengfit Analysis.-- Phase II Analysis

45 Moscone Center Impact on Hotel Performance

* San Francisco Travel provided JLLH with a fist of "Level 4 hotels, which are considered as convention
headquarters hotels due to their room size (200+ guest rooms) and mesting space (over 10,000 sf). JLLH
filtered the Level 4 hotels further by exiracting the hotels with fewer than 400 guest rooms. The filter resulted in

the following convention hotels in the market: .

8/2007

“1nar3

502010

212008

NobHfit .57 k

g et el

- Grazmany
San Fraamend

"

6,800

Legend

1 - Moscone Cener

2- Hion San Francisce Financiat District
3 - HyattRegency San Francisco -

4 - Fairmont San Francisco

5- Kimpon Sir Francis Drake

6- Grand Hyalt San Francisco

7 - Lincury Collection Palace Hokel

8- Westn St Francis

8- Wesfn San Franciseo Market Strast
10 - Hifion San Francisco Union Square
11 < Hok! Nikko San Francisco

12 - Parc 55 Wyndham

13 - Marriott Marquis

14 - W San Franckeo

15 - InerConfinental Hotel

16 - Hokel Whikomb

17 - Holiday Inn Golden Gateway
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Moscone Center Expansion Cost Benefit Analysis — Phase I Analysis

Due fo the density of the San Francisco market, the hotels in the previous fist are located in various submarkets,
although the highest concentration is located in SoMa and Union Square. As the largest hotel closest to the
Moscone Center, the Marvioft San Francisco Marquis offers the highest amount of meefing space within the sef,
although the Hilton San Francisco Union Square has the highest room count. Despite its large size, the Marioft
Marquis maintains an annual occupancy slightly above the market average and an average daily rate roughly
10% ahove the market average for core convention hotels in San Francisco. The following chart presenls ledging
market performance for the core convention hotels since 1987.

San Francisco Core Convention Hotels Lodging Market Performance 1987-2011
$220.00 85.0%
§200.00 Moscone s 80.0%
T West Opens § [ 800%
$180.00 Moscone Norh -
| Opens
$160.00 Esplanade \ o 75.0%
y
$140.00 Ba";f"[ff Opers \\
P e
§12000 L — s \ / L 70.0%
$100.00
- 65.0%
$30.00
460,00 +08 W PR R W o K 58 B ; - 60.0%
N M @ M O~ N st WD WM DM D NS DWW o D
o0 O O O O OO D DD D00 OO Q © v o .
2SS S22 2222 RIIKKIRIKLRR
BE=E ADR  E=mERevPAR  —— Occupancy

Source: Smith Travel Research

The Moscone Center underwent the following major expansions siﬁce the opening of Moscone South in 1981;

1992; Opening of Moscane North -
2003: Opening of Moscone West

-
e
JLLH analyzed the impact fo RevPAR three fo five years after the year of expansion on an inflation-adjusted basis,

computing a three-year and five-year real RevPAR CAGR following the years after the aforementioned expansions. The
. expansions’ impact on real RevPAR is displayed in detail in the below table:

) 38
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. 3484789 2413169 $245567 85! I
1988 3607295 2,621,698 §$274.230750  72.7% - 4.3% 28% 1.3% " §re42
1989 3745203 2,628,677 $280,753,1058  70.2% $11081  $77.63 -3.4% 5.7% 21% $75.56 -3.7%
1990 4,154,430 2,856,301 $333,060,580

4,154,430 2,649,926 $315684,290
29 56605 5358202 ,
1983 4154430 2920487 $339453208 70.3% §116.23  §81.71 59% 0.8% 6.7% $84.74 13.2%
1994 4154430 2991375 $361031,188 - 72.0% $1206¢  $86.90 24% 3.8% 8.4% $90.17 6.4%
1985 4154430 3,093,408 §380710412  74.5% 812307 $9164 34% 2.0% 5.5% $94.06 4.3%
1888 - 4154430 3,239,570 $433820335  78.0% $133.92  $104.43 47% 8.8% 14.0% $115.93 23.2%
1997 4154430 3,316,084 $495870497  79.8% $149.53  §119.36 2.4% 1H.7% 14.3% $133.64 15.3%
1998 4154430 3,294,486 $535,061572  79.3% §162.41  $12879 -0.7% 8.6% 7.9% $136.98 2.5%
1899 4,256,695 3,291,360 $560,082,320 $17047  $131.58 -2.5% 4.8% 22% $131.54 4.0%
2000 4,309,385 3,484,168 $662,964,250 $190.28  $153.84 4.6% 11.8% 16.9% $174.69 32.8%
20601 4282883 2,913,689 §538,010,848 -15.9% -3.0% -18.3% $99.03 43.3%

4,292,820

2,872,196

$459.783.498

$184.65

55,020 5dh3 752 2

2004 4300020 3192677 $491.479872  T7AA% $114.03 7.6% 0.6% 8.3% §12047 18.2%
2005 4,184,668 3,201,890 $516171754  76.5% $123.35 3.3% 47% 8.2% §129.27 7.3%
2006 4297510 3,279,237 $576623,209  76.3% $134.18 -0.3% 8.1% 8.8% $141.63 9.6%
2007 4207510 3,400,082 9633283204  79.3% $147.36 4.0% 56% 9.8% $15761 11.3%
2008 4481210 3,821,277 $706823,165  .80.8% §157.73 5.1% 7.0% $162.81 3.3%
2008 4488260 3,508,327 $5B8.884,440 78.0% $130.81 -14.0% -17.0% $100.08-  -33.0%
2010 4498260 3627440 §612076,039  80.6% © $136.07 0.5% 3.8% §139.19 27.6%

8

g1

$193.30

§158.48

146%

16.5%

§170.56

4.6

ag

Regression Analysis of Moscone Attendance on Hotel Performance and Local Economy

JLLH performed a regression analysis between convention attendance and hotel demand, RevPAR, retail sales
revenues, wage and salary disbursements, gross mefro product, air passenger traffic, leisure and hospitality
employment and hotel tax revenues. The hotel démand and RevPAR data for the selected core convention hotel
set was used along with air passenger fraffic data at San Francisco International Airport and economic data
specifically for San Francisco County. o

In the analysis, we periormed both a cerrelation test and a linear regression. Correlation quantifies the degree to
which two variables are related, but does not fit 2 line through the data points. The cormelation coefficient
determines how much one variable tends fo change when the other variable does. It ranges from -1 (inverse
relationship) to +1 (posifive relationship), and a 0 means there is no relationship. Linear regression finds the best
line that predicts the oufcome from the constant variable, The fit is quantified with R?, which is the square of the
correlation cosffisient. The value ranges from 0 to 1; a perfect fit would be equivalent to a value of 1.

The following tables present the data used for the regression ahalysis and the results of the correlation and linear
regression tests. :
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Moscone Expansion Cost Benefit Analysis ~ Phase II Analysis

5

5.1

Expansion Cost Benefit Ahalysis

JLLH conducted a comprehensive cost benefit analysis of various Moscone Center ekpansion scenarios to
determine the optmal expansion of the current facilities. JLLH's conclusion is based on a return on investment
analysis, where investment equals the cost to construct the expansion space while considering lost business
during construction; and return refers fo the forecasted incremental income to the expanded facility and
employment, economic and tax benefits to be generated by expansion. This return on investment analysis is
synonymous with the internal rate of retum (IRR) of the construction cost and incremental economic impact .
resulting from the increased attendance levels following the expansion of space.

Evaluation of Various Expansion Scenarios

JLIH projected the growth in attendance for a variety of expansion scenarios as summarized below:

1 Third Street Addton’ ' : 227,906,386 ,700
2 Howard Street Connector Expansion’ 244,593,614 . 107,000
3 Moscone East Construction . 670,000,000 170,156
4 Third Street Addiion and Howard Street Connector Expansion . 472,500,000 206,700
5 Third Street Addifion and Moscone East Consfrucfion 897,906,386 269,850
[+] Howard Street Conneclor Expansion and Moscone East Consiruction 914,593,614 . 277,150
7 Al Three Expansions . ) 1,142,500,000 376,850

*San Francisco Travel did notbreak down construcion costior Third Strest Addion and Howard Street Connector individually,
JLLH therefore allocated itbased on each components' saleable s.f of space
Note: Construction cost for all expanson scenarios was provided as a range; JLLH used the mid-point ofthe range in its study _

The table befow outlines the assumed construction dates and duration of the various scenarios, along with the
specifics. of the expansions. The starting date for construction was given by San Francisco Travel as FY .
2014/2015. In the plans provided by San Francisco Travel, the Howard Street Connector Expansion was desmed
to be part of the Third Street Addition (in total, the Moscone North/South expansion) project. JLLH assumed that
the Third Street addition would be constructed during the first two thirds of the overalt expansion timeframe, and
that the Howard Street Connector expansion-would take place during the last third of the overall Moscone

. North/South expansion timeframe.

Start Construction 430118
Open for Use 330H7 43012016 12120R017

Verfically >Sep 't

Connedion stacked  building across

Locafion between bove - fomM
0 Mosoone Nory _ 200ve — fom oscone
and Sauth Moscone  South on Third

South Street

Exhibit Space s.£ 107,000 - 102,650
Mesefng Space s.f - 99,700 67,500
. Total Saleable Space 107,000 99,700 170,150

4
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Moscore Expansion Cost Benefit Anab}sis -~ Phase II Analysis

JLLH first weighed the pros and cons of each of the three individual expansion options on a high-leve! basis
before more closely evaluating economic impact and forming its cost benefit conclusion.

Adds meeting space with naturalight Does not add exhibit space, nor does it

add any contiguous space
Third Strest Addition Construction cost is fower than . .
' Construction expected to displace
Mascone East
) SOme groups
Addresses lack of contiguous exhibit
~ space . .
. . Underground, no natural fight .
Little disruption of existing booked :
d Street G
Howard Street Connector business Construction expecied to displace
SOme groups
Construction cost is lower than
Moscone East
Addresses Tack of contiguous exhibit
space :
Moscone East Little disruption of existing booked Higher cost fo construct comparad to

business the other expansion scenarios

Could be used as for self-contained
events like Moscone West

52 Methodology of Attendance Projections based on Expansion Scenario

JLLH first calculated organic growth rates in Moscone Center atfendance assuming no expansion in space. An
assumed growth rate of 2.5% per annum was applied to the total attendance figures for FY 2010/201 1.

. 42
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5.3

Based on this analysis, JLLH concluded that it is uniikely that Moscone Center attendance will decline if the
convention center is not expanded. While the absence of an expansion may result in the foss of several of the
center's largest groups to ofher cities, JLLH expects that San Francisco Travel will be able to 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 ecenomic impact on the city, JLLH did not lower
any projected attendance figures due to the presumed loss of any groups that are furned away due to space

constraints. :

JLLH subsequently calculated attendance projections for the three expansion scenarios detaited below, along
with alf possible combinations thereof. In its methadology, JLLH took the organic attendance growth figures
(capped at a space uflization 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 gamnered during interviews with competitive convention center managers, among other factors.

For all expansion scenarios, JLLH computed average space utilization ratios and considered these when
determining the reasonableness of assumed attendance growth rates. The attendance projection summary table
(Appendix 6.3) highlights the average attendance par square foot of exhibit space for each expansion scenario.

JLLH also evaluated the potential for demand dilution for each of the expansion scenarios. Demand dilution refers
to the risk of a group preferring a certain 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 wilf 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 challenge, and did not consider this matter
further when determining the recommended expansion scenario.

Caiculation of Economic Impact of Expaﬁsion Scenarios

. JLLH calculated the economic impact that various expansion scenarios are expected to yield based on the

increased attendance levels associated with the expansion. The IRR of the associated construction costs against
the incremental economic impact was used in formufating JLLH’s'ﬁnal recommendation.

In order to estimate economic impact, JLLH relied on the IMPLAN software and data package, which uses
multipliers based on data from the Bureay of Labor Statistics, the U.S. Census, and other agencies fo describe
and quantify economic changes. IMPLAN is considered a comprehensive and reliable source by economists and
makes use of multipliers to provide estimates of economic activity associated with some ‘other economic activity

‘or changes to an activity level. JLLH used 2010 IMPLAN data (which represents the latest year available) for San

Francisco County in the economic impact analysis; therefore, the multipliers are specific to the market at hand.

IMPLAN's mu!ﬁpliers consist of three types of impact direst, indirect, and induced effects. Direct effects are

~ thase related to the initial spending in the economy, and indirect effects measure the additional businesses

needed 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 activity. Each of these
effects is categorized into employment, labor income, value-added, or autput as defined below:

43
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Moscone Expansion Cosi Benefit Analysis — Phase Il Analysis

= Employment: Annual average full-time and part-fime jobs throughout the economy that are needed,
directly and indirectly, to deliver $1 million of cutput

= Labor lcome: All forms of employment income, including Empldyee Compensation (wades and
benefits) and Proprietary Income. Proprietary Income encompasses payments received by self-
employed individuals as welt as income.

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

«  Output: The fotal value of the industry production; intermediate purchases plus value-added. Ouiput
incarporates alf of the camponents in Labor Income and Value-Added.

in computing the full economic impact per the above-referenced methodology, JLLH computed the impact of
incremental Moscone Center Net Operating Income, incremental visitor spending and associated tax
benefits as described below. JLLH excluded the economic impact from the construction {job, spending on
materials, etc.) from the construction itself in the analysis of the seven expansion scenarios.

Moscone Center Facility Impact

JLLH analyzed frends in Moscone Center facility revenues, expenses and operating income fo incorporate the
impact of attendance on the financial performance of the convention center under various expansion scenarios. [n
order to estimate an overall 15-year IRR from the total economic impact compared fo the construction costs,
JLLH also added in the Convention Center Net Income attributable to incremental attendance resuliing from the
expansion.

A profit margin ranging from -13.2% (simifar to FY 2010/2011) to -4.0% was applied to the forecast Adjusted
Gross Income (AGI) for the convention center operations to obtain a forecast for Convention Center Net Income
throughout the forecast horizon for the seven scenarios. JLLH determiined that there is not an attendance fevel
that will result in breakeven profitability. Moscone Center operations are expected to confinue to yield a slight loss
as they have in the past, but will increase its efficiency with a greater inventory of convention space.

Visitor Spenﬂing impact

In order to estimate the incremental revenues from visitor spending, JLLH- calculated the net difference in
attendance between each of the seven scenarios and the base case of no expansion. The 2010/2011 Moscene
Annual Report (latest data available) aggregated three atftendee origin categories: National/lnternational,
State/Regional, and Local. In order to estimate the percent of total out-of-town attendees, we have assumed that
100% of NationalfInternational and State/Regional attendees are from out of town, while assuming that all Local
attendees are from within the San Francisco area. This resulfs in a total out-of-town percentage of 99%.

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



Moscone Expansion Cost Benefit Analysis — Phase I Analysis

Nafonal/International
Stai/Regional
Local

8% 100% - 78%
2% 100% 22%
1% 0% 0%

JLLH relied on San Francisco Travel's 2010 statistics (latest year available) on the visitor spending by segment
and average length of stay in order to derive the revenue generated per visitor for various categories, indicated in
the below table. The detailed calculation based on expansion Scenario 6 is contained in Appendix 6.4.

Lodging
Restaurants in Hofels

Al Other Restaurants
Retal

Entertainment & Snghtseelng '

Lacal Transportafion
GasfAuto Services

Car Rental
Exhbitor/Assoc. Expends

Length of Stay

$302 44
$10.26 ) $67.38
$40.91 $143.19
$37.20 $130.20
$24.17 $84.60

$8.95 $31.33
$13.09 $45.82
$4.53 $15.86
$36.91 $129.19

$950:0%

The increase {or loss} in attendance for all seven scenarios compared to the base (no expansion) scenario were
converted to incremental revenues according fo the average spending per category data accumulated by San
Francisco Travel. Because the “Exhibitor/Assoc. Expends” sector included anything an exhibitorfassaciation
would spend during their time in San Francisco {i.e. lodging, restaurants, efc.), JLLH assumed that this sector has
been accounted for in the economic impact through the allocation for the remaining sectors.

Lodging . 411
Restaurants in Hotels 411
All Other Restaurants 413
Refail 329
Entertainment & Sightseeing 338
Local Transportaion 336
GasfAub Services ’ 326
Car Rental 362

Construciion _

Hotels and moteks, including casino hokels

Hotels and motels, including casino hotels

Food services and drinking places

Refal - General Merchandise

Scenic and sighfseeing fransportation and support acliviies for ransportaton
Transitand ground passenger ransportaion

Refail - Gasoline statons

Automotive equipment rental and ieasing

Construction of new nonresidenfal commerdial and heaﬂh cars structures

Spend pertaining fo the Lodging and Restaurants in-the Hotels sector was apphed only the net out of- fown
attendees, while the remaining sectors were atiributed to aff net attendees.
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5.4

The average spend per person at 3.5 days (from 2010) was inflated to the specific years in which the expanded
space opened (which started earliest from 2014/2015 depending on the construction schedule for the scenario).
The calculation for expansion Scenario 6 is detailed in Appendix 6.5. This calculation was repeated for all seven
SCenarios.

Tax Impact
Lastly, JLLH estimated the potential tax benefits from the visitor spending, as foi_lows:

« Hotel Taxes: 14.0% of Net Direct Lodging Revenues.

= Retail Sales Tax: 1.75% of the following net revenues: Restaurants in Hotels, All Olher Restaurants,
and Retail. :

= Payroll Taxes/Business Tax: 1.5% of incremental Labor Income from \ﬁsﬂor Spendlng

«  San Francisco TID Assessments: 1.5% of Net Direct Lodging Revenues.

This analysis was completed for all seven scenarios. Appendix 6.6 depicts the detail calculation for the
incremental tax benefits for Scenario 6. The detail calculation for the remaining six scenarios is saved i JLLH's
project files.

. Cost Benefit Conclusion

For each of the seven expansion scenarios, JLLH computed retum on investment of construction costs and
economic impact resulting from the incremental increased attendance. As mentioned previously, we were only
provided with an estimate of the total construction budget for the Moscene North/South Expansion and Moscone
East Expansion with no detailed breakdown or cash flow schedule. For the purpose of the analysis, we have
made the following assumptions:

.+ Allocated construction cost based on additions in square footage;
« Estimated Soft Costs at 20% of Total Construction Costs and Hard Costs at 80% of Total Construction
Costs;
»  Soft Costs will be spent by the end of the first year of consfruction; and
» Hard Costs are evenly distributed throughout the construction period.

The detail table showing the phasing of construgtion costs is displayed in Appendix 6.7. The following table
presents the return on investment summary and the change in employment for all seven scenarios based on the
projection period through FY 2025/2026. The detailed calculations for all seven scenarios ‘are displayed in
Appendix 6.8.

548,493,089

All Three Expansnons
Mosmne Eait Canskiicion s ! w
& Thid SreetAddiion n -$15,641,054 3%
% T hird S!reetAdéﬁun il T 5$144,578,083 11T

In-addition, we also analyzed the economi¢ impact from the construchon spending for all seven scenarios, The
economic impact from construction spending is presented in the following table:

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



A/.fascone Expansion Cost Benefit Analysis — Phase IT Analysis

$244,503, 614 $350,237,924
5..

5 Howard Stoot Connecor Expansionand Moscone EsstConstuckon ~ $914.503,614 1386908657 7,665

Based on the retum on investment analysis by JLLH, Scenario 2 and Scenario 6 yield the highest IRR and Net
Present Value ("NPV"). Driving the positive IRR of 25.8% for Scenaria 2, which consists of the Howard Street
Connector Expansion, is the fact that this expansion option is among the less expensive expansion options, and,
through the addition of the highest amount of exhibit space of the three individual expansion options, resufts in
one of the highest incremental attendance increases.

1t should be roted that although the Howard- Street Connector Expansion yields the highest IRR, operationally, it

needs to be linked with either Moscone East or Third Street Addition in order to accommodate displaced demand.

Scenario 6, which encompasses Howard Strest Connector Expansion and Moscone East Construction, has the

capacity to grow incremental convention attendance fo generate enough economic impact to offset high

construction cost. In addition, the additional economic impact from construetion spending showed that the impact”
is greater with more construction spending going inte the economy.

From our interviews with the user groups, we also leamed that event planners prefer more contiglous space,
increase in nafural lighting, and more flexible space similar to the layout of Moscone West. According to them,
Moscone West's disadvantage is its lack of connection to Moscone North and South. From a qualitafive analysis,
Scenario 6 will provide more contiguous and meeting space, and at the same time fulfill the remaining demands
from the event planners.

~ The following table depicts the annual mcremental economic impact for each of the seven expansion scenanos
The detailed employment figures are displayed in Appendlx 6.9.

Impact on Hotel Market Occupancy

JLEH projected hotel dgmand starting in 2011/2012 over a future 10-year period, assuming no supply increases '
fo core convention center lodging area, to demonstrate how undergoing the expansion recommended in the cost
benefit analysis likely wairants the addition of new hotel supply in the future.

As presented in Section 3 of this report, the correlation of Moscone Center convention attendance to hofel
demand among the set of convention center hotels equals 0.75. JLLH as such calculated the projected hotel
~demand ievel annual percent change from 2011/2012 onward by adding the convention attendance percent

’ 47
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change multipied by 75% with the long-term average demand percent change mulliplied by 25%. Note that hotel
demand and hotel supply are expressed on total room night (annual) basis.

016, ,732, 68.0%

1990/1991 -5.6% 4,154,430 -22% 2,672,389 64.3%
199111992 6.8% 4,154,430 1.3% 2,706,555 65.1%:
19921993 252% 4,154,430 5.6% 2,859,198 68.8%
19931994 92% 4,154,430 3.2% 2,951,213 71.0%,
199411995 4.4% 4,154 430 4.5% 3,084,451 14.2%
19951996 -14% 4,154 /430 1.1% 3,117,998 75.1%
199611997 " 115% 4,154 430 64% 3,317,700 79.9%
199711998 4.8% 4154 A30 -01% 3,313,002 79.7%
1998/1999 7.3% 4,179,867 -1.1% 3,274,929 78.4%
1989/2000 ;o -235% 4,307,545 . 5.2% 3,445,126 80.0%]}
200072001 2.7% 4,306,445 -5.0% 3,274,276 76.0%
2001/2002 -11.3% 4,269,452 -15.9% 2,753,042 64.5%
200212003 04% 4,309,920 4.0% 2,864,997 66.5%,
200312004 25.4% 4,309,920 104% 3,162,960 73.4%
200412005 -12.5% 4,291,020 0.5% 3,177,229 74.0%
200512006 27.6% 4197414 1.0% 3,208,835 76.4%
2006/2007 -8.8% 4,297 510 35% 3,321,572 ‘T1.3%
2007/2008 31.2% 4,380,010 6.1% 3,525,393 80.5%
200812009 -24.3% 4,498,260 -0.3% 3,513,193 78.1%
2008/2010 -5.0% 4,498,260 31% 3,621,242 80.5%,
20182011 18.8% 4,497,632 1.6% 3,677,706 41.8%
2011/2012F . 2.0% 4,497,632 1.9% 3,747,232 83.3%
201212013F 28% 4,497 632 24% 3,338,762 854% .
201312014F 3.0% 4497632 2.6% 3,838,762 87.6% 101,221
201412015F 21% 4497632 | 2.0% 3,838,762 . 87.6% 178,796
2015/2016F 0.0% 4497632 04% 3,838,762 87.6% 193,238
2016/2017F - 0.0% 4497632 04% 3,838,762 87.6%| . - 207,519
2017j2018F 13.2% 4,497,632 10.3% - 3,838,762 87.6%]. 623,885
2018/2019F 49% 4497632 |- 4.0% 3,838,762 87.6% 803,921
2019/2020F '-' 1.4% 4497632 | . 14% 3,838,762 87.6% 870,481
20202021F - 14% 4497632 | : 14% 3,838,762 87.6% 937.275
202172022F

14% 4,497,632 14% 3,838,762 87.6% 1,004,307

Convenfion Aliendancs, Hol
Demand 201012011, 1.4%
CAGR 2011/2012 -
0.75 2021£2022 2.6%

Source: Sirith Trave! Research, Jones Lang LaSalle Holels
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6 Appendices

6.1.

Glossary .
«  Average Daily Rate (ADR): A measure of the average rate paid for rooms sold, which is calculated by

dividing total room revenue by fota rooms sold.

Chain Scales: Seven segments defined 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 segments are: Luxury Chains, Upper Upscale Chains, Upscale Chains, Upper Midscale
Chains, Midscale Chains, Economy Chains, and Independents.

Compounded Annual Growth Rate (CAGR): The year-over-year growth rate of a measure over a
period of time. .

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 fo zero.

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

Qccupancy: The percentage of available rooms that were sold during a specified period of time, which
is calculated by dividing total rooms sold by total rooms available.

Revenue per Available Room (RevPAR}: The total room revenue divided by fotal rooms available.
Occupancy mulfiplied by ADR is equal fo RevPAR.

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

50
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6.2 Moscone Center Existing Facility SWOT Analysis

Strengths Weaknasses
Draw of San Francisco as a destination, strong «  Constraints on physical expansion: limited ability to
. airlift expand vertically and create more venues with
=  Proximity to high-quality hotel inventory nafural lighting '
= Proximity to significant number of country’s high- *  Some parts of convention center arg in need of
tech companies ) renovation ’
»  Professional and dedicated convention.salesteam - = Lack of adjoining or adjacent headguarters hotel

s Limited staging area for trucks defivering
exhibitors’ equipment

Oppeortunities ' ) Threats

=  Addition of contiguous exhibit space to befter = Loss of convention rotations o other ciﬁes'
accommodate groups that are oufgrowing the = Expansion of convention centers in San Diego and
current facility Los Angeles N

» increases fo cost structure with regard fo union
labor, hotel rates, air frave]
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6.3 - Summary Attendance Projection Pro-Forma .

The table below shows JLLH's detailed attendance projestions for each expansion scenario.
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64  Visitor Spend Impact based on incremental Attendance.

The below table details the visitor spending impact resulting from the incremental attendance projected in
Scenario 8, which pertains to the Howard Street Connector Expansion and Moscone East Expansion. For each
fiscal year, the incremental attendance figures are multiplied by the average per person spend figures for each of

the categories as provided by San Francisco Travel. The tables for the other six expansion scenarios are saved
-in JLLH's project files.

Ledging s
Resluranks in Hobls S0
Al Oher Restaurant 30
Hetal X _ .
Entertinmantd Sighbesing S 50
"Local Traneporaton 53631, 50.

5471,
51843
201612817

sizdh
$176.70

eriaiment & Sightesing $104.04
Transporiafon

247,019
247019
247,018
247,019

Lodoing _

. Restaurant in Hobs
Al Diher Restrurant:
Real 16563
Eniertimmert & Sighasing $12061
Lozl Transportfon i |y
Gas/Aub Services . $es3z $1 8,224,887
Car Ronti) Cmst $5.814501

Source: Jones Lang LaSaIIe Hotels, based on IMPLAN data

BX]
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‘6.5 Total Visitor Speﬁd Economic Impact based on IMPLAN Multipliers

The below table details the full economie impact from visitor spending resulting from the incremental additional
attendance levels as projected in Scenario 6, which pertains fo the Howard Street Connecter Expansion and
Moscene East Expansion. The tables for the other six scenarios are saved in JLEH's project files.

mpackiyp
irect Efect
B ndlirect Efect

i Indirect Efect
B8 Induced Effect

diectElet
B induced Efect
) Effec

21712018 11
RN irect Efct $25027,73  $34683683  §$54,197,384
B noiectEfect | $6964135  $10,398,544  $15,129,035

, $77,760,371
$9,086,014 $21,696,778
$10,828,968

_$11,008912 $23.921,897
$11,928,221 $29,005,359

uip
$43,175,610 $59,832,9_24 $064,005,015
 $12,062554 © $18,002,046  §26,192,200

o ) lie
124650  $46,037,038 6,768 $102389,081
1677 $13117.320  $10,505,088  $28,509,160

Source: Jones Lang LaSalle Hotels, based on IMPLAN data
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6.6 . TaxBenefits based on Incremental Attendance Increase

The below table shows in defail the full methodology and calculation supporting the incremental tax receipts
based on the expansion scenarios. Expansion Scenario 6, which pertains to the Howard Street Connector
Expansion and Moscone East Expansion is illustrated below; the fables for the other six scenarios are saved in
JLLH's project files. :

A0 A0 ey W
$47,973,969 $54,301,403  §$39,550,132 $47,973,969

14.0% 15%
§68.092085  $77,072,958  $56,864,737

$68,092,085

14.0% 1.8% 1.5% - 1.5%
$74,282,274 $84,079,591  $62,416,990 $74,282,274

' 14.0% 18% - 1.5% 1.5%
$60,472,4_64 $91,086,224 -  $68,276,039 $80,472,464

et New Spending

N U/ 070 < «
8 Net New Spending $86,662653  $98,092856 §74,243505 $86,662,653

1.299,940

Source: Jones Lang LaSalle Hotels, based on IMPLAN data
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6.7 Assumed Construction Cost Phasing

The table befow depicts the assumed construction cost phasing as described in Section 5.4.

i : fEdULE (Y] e (3 oSS0 = 2t
Third Staat Addficn 1HISIN6R0T 45, $182,325,109 $0
Howard StrestGannecior Expansion 201612017 S4BIIBTZ  SISSETABSY  SMA59151 ) S0 RUEBEL W
3 Moscone EastConsruion 0HR0152017/2018 $134000000  $536,000,000  SS70000000 SHEBOIDEI0 $1BA00D0U0 $134000,000 $134,000,000
¢ Thid Skeet Addtion and Howard Street Gonnestor Expansion 2014Z01520162017  $94500000  $376,000000  S472500000 $220500000 $126.000000 $126000.000 K0
§ Third Skeet Addifon and Moscone East Constricton M42015.2017/2018  $179,581277  $718,325,109  $697,906366 S369,162554 $179,081277 S179661,Z77 S179,681.277
[

Howard SreetConnecior Expansion and Moscone EastConsiucfon  2014/2015-2017/2018  $1B2.918,723  $731,E74891  $914593,514 $365837,448 $182,918723 $182918723 $182918,723
Al Theee Expansions DUPNE0TRE 228500000 $9ULCO0000  §1,142.500,000 SIST.000000 S2BS00000 $228500000 $228,500,000

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



Moscone Expansion Cost Benefit Analysis — Phase 11 Analysis

68  Annual Incremental Economic impact by Expansion Scenario

The two tables below depict the annual incremental economic impact for each of the seven expansion scenarios.

2011(2012F

$0

D

221013 . bt . i .
132014 % 0w $0 9
2014015F 23432  -EISBTSE8  SIDE3BBAI -s132173,901
201E/016F 8 . -B2i640503  -§80,77508

WDENTF 51918 $6,204454 450775035

DIREF praan $6,935860 30 $6;
Biyior $1,159,368 512593534 L® $12,593,534
2012 $1,740,175 $0 $19,078,238
2020r2021F 3 $HINHI 53 s0 §19,268,363
WINDIF $7724388  $1742463 | Bi9A610%7 50

022/2023F
20232024F

203812036F

DIA21F

$0

* $19,461,007
4,

B

20132014F $0 86 . 0
20142015F 0 -132% $0 0 0 50 %0 30
2015/2016F S0 -132% 0 %0 30 $0 $0 50
209612017F B -13.2% 0 0 50 §0 5244509614 3244503674
201712018F $2387,754  -110% @ $11,32  §56584796  §5703200  $62,366695 50 52,366,895
2018/2019F $2367758  80% 83263 57,161,136 $57e6R38 $62.968,700 0 . $A2,968,700
2019/2020F SefIE. B0% | $9.057 3583095 96380842 569,954,680 4  $69,954,680
2020/2021F 0% $9881 0,118,318 $77,074,691 % 77,074,891~
202112023 4% S04 §767E2484 564,332,453 "

Q2223

27024F

202420258 .

20252026F

50 -132% S0 580 £ 50

$0 A3.2% $0 $0 0 50 . 8
209342014F $0 -132% 80 %0 o 80 L R
Wra01sE %0 -i82% $0 %0 ] 50 -8265,000,000  -$268,000,000 .
52016F %0 -132% $0 50 0 50 5134000000 -$134,000,000
BI2017F 0 -fe2% 0 50 $0 - 50 5134000000 -5134,000,000
M7IR0F  $139325  -110% 6227 S3121638 985271 §34301682 5134000000 509,698,318
MIgSF S2885304  90%  $11,118  SEBEIT.63  §6856198 756240 $0 76,562,440
2018r30z0F $3104080  70% 9366 575143658 540758  $82675050 0 SB2675050
2020/2029F $3312855  70%  $10087  $B180s87Z 816128 98982134 $0 $86.921914
2220928 S35B1EN 70%  §10807  BBE0S7It  §871a35  $67,308219 ‘80 $97,308,219
202202023F i ’ : $97,308,219
20232024F $97,308,219
202472025F $97,308,213
2025/9096F 597,308,219
re) 93,0024

DIITF 50 13, 50 0 0
20120013F 0 - -130% 50 ) $0 %0 $0
2013/9014F 30 -35% 5 50 $0 50 50 $0

2N 4/2015F $655101  -132%  $5434  S2346BGA0 52754352  -S25817.588 5220500000 -$245,317,588
20152016F §795918 -132%  §4528 519681685 51953338  -521,64D,503 3126000000 -$147,640,503
A016/2017F 5298776 w5332 £5,626,571 SETE | $6204557 125000000 -$119,795443
M17/2018F $2676509  B0% 59057 $2243276  $6372542  $6B,606761 50 $8,606761
1812019F §2885308 0% 38646 8517363 96955193  $75564911 % 575,584,911
‘20187020 S3342865 -60%  -$BedE $80,523540  $B,420817 89,036,111 L] $89,036,111
20202021F s3581631  -B0% $3,263 $67.649,147  $B706S66 596,346,450 % 596,346,450
A2172022F $3820408 60%  -$9.881 94513826 39793136  $103707,082 %0 $103797,082
2022020237 o . $103,797,052
2023120247 103,767 062
202412025F . $r1as797,082
2025!2026F $103,797,062

: 1
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Scenstio 5 Toiz) Evanomis impact U 20125) .
f

201112012F o . 132% . 0 « ) D B o
21202013F oo B 2. 8 o o Coow w0
13201F 50 3% ) % .0 © 80 w
WMRGISF  SIS5M1 3% $54%  $I34BAGH0  -B2354362  -G2681768B  -§350,162554 -$B4980,142
201512016F S7U518 132% | S4S -$106B1E0E  -B19633%  -©1F0S03  -$179581277 5201221761
2D1612017F W75 0% 0§08 $sEmATT o8 S0ASTT  AASEIT  $i73aTeiN
. 301712018 B0% 5352 SIB7BON7  sa7655  SA0SA03B -§179.881277 -$133040919
20{B7019F 0% 087 SB0053S2  §B115559  §84,159.064 % $84,159,064.
2019/2020F E0% S8 So4eail 59260833  $101757,.202 0 01,757 202
S00503F 4053181 -50% 98748 S9RIS702  SBEGTAMD  §00,104,395 %0 §109,104,305
AR SEATSS 50%  $9263 $1032B0S4  $10454779  $116,773,569 $0 5115773569
2072023F : . ) $116,773,569
2025IUE . . $116,773,569

zinast R :
NSOF ) e o . §196,773568

12012F, 50 b 5

2122009 3] ; ) | :

201320047 50 : 0 50 bl _$0

W14BIGE 0 132% % ) 5 % -SI5BI7 446 -SI5IT446
WSL20%6F $ 432% 50 o) 56 i $12018723  -$IBZEI8T23
StelorrF il 410% 9 50 $0 o9 $10231878  -$182.018723
Z17/28F DTN B $12763  SOTI05435 98079492  $OEEVS164  -SIB2S1BTZ3  -$B624555
W2018F $5250058  -70%  B1585  Si5708501 12753021  SIBSMET2 W $138,535,672
D19/200F $5730809  -50%  -5t2351  $1B726755  B13921400 . $152636,804 $0 §152635 804
22IHF $5208160  -50% 51330  $1S19%5100  $IS091381  §167,003,191 % $167,003,191
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6.9 Changein Employment by Expansion Scenario :

The below table details the change in employment based on each of the sevén expansion scenarios.

.

3

dFeedy
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