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RESEARCH METHODS USED

Business Plans Etc. used the most current knowledge available
in the preparation of this report. All information which was
obtained from the area Chamber of Commerce, area businesses,
Realtors, vendors, competitors, developers, and professional
sources is assumed to be true. When in doubt, an attempt was
made to verify information through several sources.

State and Naticnal Research

State sources of research on tourism, economics, population
trends and business patterns were contacted for information.
Lodging specific sources we;%%also contacted and information
B e i T PR LR TP L s s .
obtained and used f
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or this report.

National sources such as reports, papers and profiles were
purchased and used. Sources include the American Hotel and
Lodging Association, federal sources of statistics on tourism
and the sources listed below.

State Tourism Trends - EKansas DOC Tourism Division
: 1,600 8 Jackson St, Suite 100
Topeka, Kansas 66612-1354
785~296-2009
www.TravelXS.com

Area Information ~ Abilene CVB
‘ 201 N.W. 2nd
Box 146

Abilene, Kansas 67410
800-569~5915

Robert Morris & Assoc. - Annual Statement Studies
Pricewaterhouse Coopers Industry Forecasts
Standard & Poor’s - Lodging Industry Survey

Direct Questioning

For the lodging business, other properties were used for
points of comparison and as market comparables. To establish
comparables, lodging properties may have been used at sites
of a similar nature. Additionally, comp sites may have been
taken from other areas with a similar market condition.

Business Plans Etc. conducted conversations and interviews
with select persons. Contacts typically include businesses,
infrastructure providers, lodging establishments and quality
destination sites in the area. Questions typically focused on
visitor and travel patterns, economic development, economic
growth and future plans.
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Project Contacts

City of Abilene

Abilene Convention and Visitor’s Bureau
Abilene Chamber of Commerce

Woods & Poole '

Claritas ’

Area lodging establishments

Area Businesses

Area Attractions

Other Contacts

Lodging Market Niche Delineation

Even for a chain lodging, establishment,  the niche to be
: ey i . T .o SRR v beltEabE : [
occupied may vary depending on locatich, stage of market
development and quality of the competition. To identify an
open niche and therefore opportunity, existing competitive
niches were studied. Gaps 1in service or product offerings
were noted and used to prepare the recommendations contained
herein.

The basic level of demand is assumed to be the existing level
of need (based on a variety of factors}, plus reasonable 800
referral, existing visitation and tourism estimates. The
potential demand includes business to be created through
community based marketing, direct marketing and collaborative
visitation and tourism promotion for the site and area.

To estimate existing market potential, Business Plans Etc.
used nationally recognized data bases, state, city and
possibly industry sources. To insure consistency between
projects completed by Business Plans Etc., the same data base
and data formats are used. This approach also provides the
ability to make comparisons between states and communities.

A comparison between communities and states is not usually
possible when only local and state data bases are used. Data
in different formats, missiflg or contaminated data may be
large sources of error in such situations.

Demographic Vendors

Claritas
US Census of Business
BLS Consumer Expenditure Survey Data

A consistent method of collecting and displaying data allows
BPE to make comparisons between communities. Common size
comparisons can be made after establishing market factors.
The market factors allow compariscns to be made between
similar communities throughout a region.
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Lodging Market Potential Determinations -

Market potential for lodging has been estimated using factor
analysis, a method of determining market potential which is
generally acceptable as evidence of potential, particularly
in market development situations.

Regardless of the franchise, it should be noted that the
potential for a single unit within a system differs from unit
potential within a market or overall market potential. Even
within the same market, where potential is constant,
different systems will perform at different levels. The
franchise system, nature of the competitive environment,
quality of management, marketing and operations will dictate
actual results, regardless of market potential.
Déspitéflimiﬁgtidng%%*faC@%?%wteéhnfqd%gwﬂ%révide the most
reliable and gquantitative methods for estimating market
potential, site strength and potential for a single unit or a
single unit within a svstem.

If available, regression techniques can be wused. These
techniques require disclosure of occupancy and revenue data
for at least 5 sites over a three year period (starting with
opening day). Regression techniques are especially valuable
for lodging forecasts where potential sales are often
determined by a number of factors, including population,
competition, business generators, overall level of employment
and existing visitation or tourism.

A review of community profiles, emplovers and a list of
potential business generators is useless unless there is a
quantitative link from them to market potential. The
difference is simply the difference between gut feel or
casual observation and fact. Using consumption factors,
business, population and tourism inputs and possibly
regression, the market potential calculated is represented as
reasonable for the market area. No guarantees of results or
representations about earnings are made or implied.

Research Warranty

Business Plans Etc. warrants the method of research which was
used to prepare this document to provide a reasonable
estimate of current market strength and near term, future
market potential. Estimates presented are mean estimates and
reality will usually be within 3 standard deviations of the
mean. The estimates presented therefore, assume variation
exists and actual performance can then be expected to be
above and below the estimates provided.
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Assumptions

All assumptions used in the preparation.of this document are
listed in the section titled Assumptions or expressed in
numerical terms in the section titled Budgets and Pro-Formas.
All information provided by the Chamber of Commerce, regional
and other sources is assumed to be true. All input received
from experts in the field and other business owners is
assumed to be true.

Representations Made by bthers

Representations made by state, regional or local contacts,
and persons interviewed are assumed to be true and there is
no liability assumed by Business Plans Etc. for missing,
false or misf%adinﬁm%nforﬁﬁgTbn‘proviﬁé@“ﬁsginpﬁt for this
document. When possible, information was verified through
several sources. The possibility still  remains that
significant information may have been withheld or simply not
available at the time of writing.

Certification

I, Craig Schowalter, principal of Business Plans Etc., to the
best of my knowledge and belief, certify the following;

- The reported analysis, opinions and conclusions are
made without bias and based on assumptions, facts and
conditions which are assumed to be true.

- I have no present or prospective interest in the
project and have no personal interest or bias with
respect to the parties involved.

- Compensation was not in any way contingent or affected
by the time constraints, findings, recommendations or
conclusions as presented in this report.

- This analysis was performed at "arms length"™ and
provides a true independent, third party opinion.
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Interpretation Risks

The interpretation of the opinions presented in this report
can only be that they are reasonable opinions, based on the
information available and used at the time of writing.

All risk associated with a decision made by a user of this
document is assumed by the user. These types of documents are
intended to serve as a third party opinion whenever one is
required. Typical uses involve acquisition of financing from
banks, leasing companies, a specialized lender or the
solicitation of equity funds from investors.

To properly solicit equity funds from invesgtors, it is
advisable to have a formal Prospectus prepared which includes
the feasibility study (third party opinion), business plan
(management, fipancdifig and operations)’ and' the text required’
by law for the type of business entity {LLC, stock
corporation or other). .

All recommendations made in this report are based on
assumptions, budgets and the facts known or believed to be
true at the time of writing. Business Plans Etc. will answer
any questions relating to the preparation of this document,
assumptions made and reliability of various sources used to
provide input for the study.

Use of this document for any burpose assumes acknowledgment
of any risk associated with interpretation and action based
on content. :

This document presents the findings of research related to a
single investment at the site chosen. Whether an investment
will make money depends on many factors, the majority of
which is management, the system and execution of a marketing
plan which is designed to get and keep customers.

This study is not, nor is it intended %o be an investment
prospectus. The potential * franchisee remains solely
responsible for performance of investment due diligence and
performance of the franchise within the system offered bv the
franchisor. -
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DEFINITIONS

The definitions which are included in this section are
provided to insure understanding by equity partners, lenders
and government funding sources.

Market Value - Refers to the most likely price of the
business and assets, based on the sales value of similar
businesses.

i

Full Time Employment - FTE The job involves a 40 hour, 5 day
week. Exceptions exist when workers work less than 40 hours,
yet are generally considered full time in terms of benefits
and employment status. An FTE is considered to be a job
equivalent c;%atediéﬁg eveégﬁéloao hours of employment.

Jobs Created - Jobs which have been created and maintained
for at least one year. These jobs cannot be previously held,
cancelled or suspended by previous management action.

Equity - Money invested, collateral, work value or the fair
market value of real property which can be pledged.

Permanent Working <Capital - Money which can be used to
provide funding for seasonal or random variations in business
and costs. The value of the capital remains constant over
time and the funds are not depleted without replacement.

Net Cash Flow - The amount of cash which is available after
payment of all direct and indirect expenses, interest,
principal repayments and taxes. The amount does not include
depreciation or payments to owners in terms of dividends.

ADC (average daily traffic count) - The average flow of
traffic which is the estimated cumulative total, divided by
the number of days in the sample. In order to be most
accurate the sample time should include busy and slow times.

ADR (average daily rate) - The weighted average price per
room sold, considering room rate variation by room type,
discounts, complimentary room and accumulated over a 1 year
period to remove seasonal variation. -

RevPAr (revenue per available room) - The total revenue
collected divided by the rooms available for sale {(net rooms
available = total - comp rooms -~ rooms used by employees)

Participant - A person engaging in any outdoor activity,
recreational or cultural activity at least 1 time per year.

Tourist - Any person travelling more than 50 miles to come ta
the site, whether for business, personal or pleasure reasons.
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Economic Impact - A caused increase in economic wealth due to
the impact of the project on the community. There are often
three levels of economic impact possible.

a) Direct Impact - Direct purchase of programs, retail
goods, food and beverage. .

b) Indirect Impact =~ Purchases from infrastructure
providers such as restaurants, hotels, specilalty and
gift stores, fuel, entertainment and other

transportation costs.

¢} Induced Impact - The "income effect” from employees
re-spending of earned income within the community.
Employees can be from direct or indirect sources.
Economically Self Subtainifhg < a situation where operating
surplus is sufficient to cover all direct and indirect cost,
including depreciation and replacement set aside.

Feasibility Study - A study prepared by a third party (not
financially involved in the project) to provide information
on and prepare opinions related to the feasibility of a
project. The study should be based on verifiable data,
measurements, analysis, market comparables and other inputs
so that a determination can be made as to the likely levels
of revenue, cost and cash flow. Risks and critical success
factors should be identified.

Economic Feasibility -~ Refers to the ability of a project to
meet defined investment objectives after paying all expenses.
The consideration of economic feasibility may also include
information on and opinions related to the development, site,
staffing plan, available utilities, required infrastructure
and overall economic impact.

Market Feasibility - Information on and opinions relating to
market size, structure, segments, competition, open niches,
customers and demographics, marketing management and sales.

Financial Feasibility - Information on and opinions relating
to the reliability of cost estimates, revenue projections and
cash flow generation. Includes an assessment of the
availability of capital (debt and equity}, operating supplies
and required infrastructure.

Management Feasibility - Information on and opinions relating
to the quality of management and. support.

Technical Feasibility Information on and opinions relating to
facility design and operation of facilities or processes
materially similar to the project under consideration. Input

is usually required from engineers, architects, builders,
environmental testing and other technical experts.
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CONTACT CONFIDENTIALITY AGREEMENT

Use the Contact Confidentiality Agreement to insure that
proprietary information and market findings are not to be
released for public information or use by a competitor.

This agreement is made and entered into , 19 ’
between and .
The former will be referred to as "contact" and the later as
the "company".

The Contact should sign and return' this agreement in
consideration for disclosure of a feasibility study, business
plan or private placement memorandum and any Trade Secrets or
location factors w&}gh a;g%Fggterial .and, relevant for the
project described In'thelfgésibility‘sﬁﬁ3§{J ' o ‘
The Contact agrees not to divert, directly or indirectly, any
business information, resocurce or activities to a potential
competitor or other outside party.

The Contact agrees not to directly or indirectly, for himself
or through , on behalf of or in conjunction with any person,
partnership or corporation, own, maintain, operate, engage in
of have any financial or beneficial interest in any business
which is materially the same as or similar to that of the
Company. Such an exclusion applies only to the region within
the trade area a defined in the feasibility study. If
undefined, the trade area is assumed to be a minimum of 100
miles.

The Contact agrees that in the event of breach of this
Agreement, the Company would be irreparably injured and that
the full remedy allowed by law will be sought. The Contact
agrees to pay all expenses including court costs and
reasonable legal fees incurred by the Company in enforcement
of this agreement.

Any failure of the Company to object or take action with
respect to breach of this agreement by the Contact shall not
operate or be construed as a waiver of or consent to that
breach or any subsequent breach by the Contact.

Contact Company

(authorized signature) I(authorized signature)
19 ' 19
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DESCRIPTION OF THE BUSINESS

The business under consideration is a franchised, mid-scale,
limited service, lodging establishment. (rural community,
highway cluster location)

MISSION STATEMENT

The mission of the lodging establishment should be to provide
a modern mid-priced lodging option to the general public in
the lower mid-scale, limited service market segment. The new
congtruction of the facility should serve to differentiate it
from older lodging options and provide a "trade up" from the
economy and independent lodging options.. )

i [ T sriE o RARE L plEBRRER s SERHEE B . A Bt [T
For a market area such as Abilene, a mid-scale lodging
establishment needs .to function as part of the business and
visitor infrastructure. While the lodging can serve business
transients, area visitors and the residential community, some
specialization in design and separation in use is usually
necessary.

The Abilene primary market area has a smaller population and

serves nearly 12,000 residents within a 10 mile radius. The
level of employment is above average and yet the household
income remains below average. Abilene is an emerging rural
convenience center which has destination tourism and access
to an interstate highway. The community is located 20 miles
east of Salina and 20 miles west of Junction City. Due to
travel time and fuel cost, Abilene will increasingly serve he
population within a 10 mile radius.

In order to optimize economic growth, Abilene needs to plan
for further economic diversification and attract developments
which can increase market pull and improve revenue capture.
New projects should be "market appropriate developments" and
be sized appropriatély forwthe market. s -+ :

POSITIONING STATEMENT

The market position of the lodging should be to satisfy needs
for mid-priced transient lodging, to serve as an access point
for area businesses and provide lodging for those visiting
area destinations, friends and relatives, attending meetings
or special events, weddings, funerals, re-unions or special
business functions. The new lodging should provide upper end
economy and lower end mid-priced room options. To be most
successful, lodging should be located in a walkable cluster
with supporting retail and services.
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A mid-scale lodging establishment should be positioned as a
broad spectrum service provider. To optimize room nights
sold, the lodging establishment should service business and
industry needs, visitors to 1local destinations or event
participants and special event needs of area residents.
Careful positioning will be required to optimize revenue from
a fixed amount of demand. To fail to establish a defensible
position early, may lead to a blurred image which could be
cogtly at a later date.

Recommended Position Elements

Easy access to I-70
highway services (travel center, c-store with fuel)
visitor information kiosk or desk
conveniend&reta 1™t uster Bl
lodging and foodservice options
conference and special event space
serves transients, visitors and commuters
Convenient access to downtown and CBD
foodservice, retail and entertainment
business service options
historical and cultural sites
Visitor and group support services
CVB and destination management services (for groups)

In order for optimum performance of a lodging development at
the proposed site, a "critical mass" needs to be planned for
or already be in place. The lodging establishment should be
positioned and advertised as part of a full serve highway and
transient service cluster.

Critical Success Factor

If lodging is built without support of special event and
conference space, nearby restaurants, business services
and retail, performancet may be 10-15% lower than the
market potential estimates.

The strength of the lodging brand should come from a well
known, quality brand, attractive site development and a
strong service orientation which includes a focus on special
event participants, transients, business and industry
customers, tourists, seniors and those visiting friends and
relatives. Community based marketing should be used to create
awareness and provide strong ties with residents within the
5-10 mile service area. :
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Community Based Marketing to Gain Community Support

The lodging establishment should be positioned as part of the
business, tourist, visitor, industry and economic development
infrastructure. Effective local marketing will make sure that
the property adds a desired component to the market area and
it’s position is understood by area residents and businesses.
As a lodging establishment, the best financial results will
likely come from the best market fit. A significant portion
of future lodging business will come directly from residents,
visitor services and business relationships.

The need for additional lodging in Abilene is tied to +he
reasons to be in the market area. The answer to the gquestion
"Why stop at or come to Abilene and why stay in Abilene?
must be clear and well communicated.

oo R TR T S TR . - R

Abilene has high quality sites, historical buildings and
cultural attractions. There is an attractive Visitor Guide,
yet the lodging section lacks detail on property amenities,
size, room types and costs. A chart showing lodging by type,
number of rooms, amenities and price range is recommended.

The community has an attractive logo vyet could use an
effective tag line to help position the brand among market
alternatives within the region and state. The logo and tag
line should be used together to establish sustainable points
of difference.

Unit Positioning to Gain Market Share

The position of the lodging esﬁablishment among franchised
and mid~scale lodging within the region will need to be
established.

The I-70 corridor should be well signed to help create
awareness of the highway service cluster, amenities and
lodging options. If" possible), the signs should be large to
improve impact, emphasizing services available, retail and
accommodations.

Well designed, full service highway service clusters with
lodging and a "critical mass" of retail are known to increase
the pull from a highway corridor. If cross promotion is used,
the highway cluster could be used to feed visitors to the
downtown district.

Critical Success Factor

The overall cluster promotion qoal should be to _attract
people to the cluster. Economic impact is increased as
congumers spend more time in Abilene.
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Other Brands as Potential Competitors

Currently, there are three branded competitors (the Days Inn
closed in 2006 with 80 rooms). There are two competitors in
the limited service, mid-scale lodging price tier and one in
the economy tier. As the market grows, additional lodging
development may be  possible. A 1list of common possible
competitive brands is provided below.

Mid-Price with Food and Beverage
Ramada Inn
* Best Western (re-flagged to America’s Best Value/budget)
Holiday Inn
Quality Inn

RN 1 .,;g;,w:étiﬁ;@:éﬁz. C o A ORI 5T R : E s T

Mid-~Price w/o Food and Beverage
AmericInn
Hampton Inn
Country Inn and Suites
Fairfield Inn

* Holiday Inn Express

Comfort Inn
La Quinta
AmeriSuites
Sleep Inn
Days Inn (closed 2006)
Rodeway Inn
Howard Jochnson
Red Roof Inn

Economy/Budget

Budget Host Inns - A referral chain
Travelodge
Baymont

*  Super 8
Econo Lodge ' :
Howard Johnson Express
Friendship Inn
Motel 6
Microtel (in development)

Property Attributes

The lodging establishment should provide a product from the
mid-price, limited service segment of the lodging industry.
Rooms should be standard size with amenity and decor costs
kept to moderate levels. Specific product attributes are
listed on the next page.
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Lodging Property Attributes

a) A moderate sized, functional lobby, which is "visitor
friendly" with a space saving front desk design. Cost
savings should be sought without loss of function.

b) pool, whirlpool and sauna

¢} reception room (50 to 60 person)

d) special event and conference space

3,400 square feet (2,400 sqg ft rentable)

Partitioned rocms

1-1,000 sg ft space

1-1,400 sq ft space

2,400 sqg ft fully open (200 capacity)
e) business oriented amenities
f) construction design and materials to create a quality
' guest ‘experidnce : R '

g) room mix which is appropriate for tourists, business
transients and extended stays

b

Recommended Room Mix

Singles 6
Doubles
Queen 20
King 28
King Suites
Whirlpool ' 3
Business/Extended Stay 3

Total Rooms 60

note: for this market, business amenities, the special
function space and reception room can be important
factors in capture of room nights.

Business Services

For a community such as BAbilene, the new lodging should be
designed to provide a needed piece of .business and visitor
infrastructure. Business amenities, conference, meeting and
special function space should be supported by investment in
meeting and hospitality support equipment. Prior to design of
the space, a design team should survey users to determine
space and equipment requirements. The special event space
should be designed to be most appropriate for the intended
uses. (meeting, conference, board meeting, staff training or
customer seminars, special function or party).

Business services can include self service copies, fax, modem
and computer hook ups in guest rooms, meeting room and lobby.
Equipment rental and catering should be available.
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Establishing Brand Strength

The lodging industry is increasingly driven by brands. The
strength of any location 1is highly correlated with the
strength, recognition and positioning of the brand within the
market.

The strength of the brand can be measured through 800#
referrals, direct reservations by brand name and travel agent
bookings by brand name. The ultimate measure of a brand’s
strength 1s advance bookings and customer loyalty.

Establishing an Economically Sustainable Niche

The lodging establishment will add a new mid-scale branded
lodging compotent  t¢¥DickiH&8a County ‘afid "the Abilene market
area. The value of the niche will likely increase with time,
drawing attention, upgrading of existing facilities and

possibly additional lodging development at some point.

The value of a long term investment is more than the sum of
the asset values, if a market is developed in such a way that
an economically sustainable niche is created and exploited.
In order to sustain earnings in the long run, the brand needs
to be positioned uniquely and the position should be
defeansible. Thus, an early understanding of the desired niche
is critical to earnings stability at a later date.

The customers most likely to be happy with the new lodging in
Abilene will be those with a low frustration tolerance for
older branded and independent motel options and those willing
to pay more for higher quality accommodations. In markets
such as Abilene, modern mid-scale lodging can provide many of
the products and services which would normally be supplied by
a small hotel.

Positioning is measured in the minds of consumers and the
lodging property will need-to be positioned in such a way as
to provide the highest degree of fit with the needs of
visitors, travellers, area businesses, and area residents.

Consumer perceptions should be regularly measured and used to
modify the market strategy for the property to improve the
degree of market fit. To measure positioning dimensions,
guest satisfaction indexes should be used.

Focus on Non-Price Dimensions

Although price is important, it should not be allowed to
become a primary patronage motive or the foundation of brand
strength. It is always best to build- brand strength and
margin at the same time. After all, no margin, no mission.
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To attract less price sensitive customers, the promotion and
advertising for the lodging property should emphasize the
value proposition, modern design and amenities offered. Key
selling points include location, access to the downtown and
market, business services, visitor information, poocl, sauna,
whirlpool and rooms designed for each market segment served.

Local Positioning Determines Performance

For franchised lodging operations, the difference between the
top and bottom performing properties is often explained more
by ownership and management’s abilitv to establish a unigue
position locally and become accepted within the business
community, than it is by brand strength. Because of this,
unit performances may vary 25-50%.

i e AT R [ TE I 9

Establishing a new mid-scale lodging brand in the Abilene
market will require consumers to be educated in terms of the
brand’s benefits, value and position. Early on, establishing
the position will cost the franchisor and franchisee extra
money, vet provide increasing benefits as a function of time.

The position of the lodging establishment is defensible to
the extent it is communicated and understood by the target
consumers. The property will obviously not meet the needs of
all consumers, nor should it be intended to. With strong
community based marketing and proper positioning, the lodging
property should enjoy an extended period of market segment
dominance within the market area.

It can be expected that franchisees who use community based
marketing to communicate and strengthen their position will
be above average performers and those who don’t will be below
average performers.

Critical Success Factor

Building brand in a competitive market takes a marketing
manager, not a glorified front desk clerk. The brand
provides an initial distinction, but the management and
staff provide the impact to create return patronage.

To optimize performance of the mid-scale lodging in Abilene
the manager should be strong in group, meeting, event and
business sales. The manager should also be capable of
collaborating with market partners to improve tourism pull
and increase revenue capture.

Page BP2.7



Study as a Single Invesiment

This study of lodging in Abilene looks at the project as a
single investment. It should be noted that the franchisor’s
track record elsewhere does not automaticallv assume success
in this market. Although, the franchisor has a good track
record and the proposed facility is attractive, it needs to
be studied as a single investment and compared to existing
properties in other similar markets.

3 o e T R T
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OPERATION AND MANAGEMENT SYSTEM

The recommended organizational structure is provided in this
section. Educational recommendations are made for management
staff, over and above that which is provided by the

franchisor, and include community based marketing, group
sales technigues, visitor promotion and activity package

assembly.

Management Advisory Group

The Management Advisory Group can include stockholders,
management advisors and consultants. In this case, persons
experienced in lod%ing, Jtourism, fipnance, marketing and
management may bé4%@ipfuﬁﬁmﬁﬁé”desigﬁE%QE*property General
Manager should be included in all advisory meetings.

Positions can be paid or non-paid and meetings should be held
as needed. All members should be stake holders or stock
holders, except for consultants. All members should execute a
"Confidential Disclosure” which protects trade secrets of the
establishment. Good advisory group members include business,
community organization or tourism representatives with a
vested interest in economic development, community visitation
and quality lodging.

It should be noted that this group has an advisory Ffunction
only and is not a decision making group. The  responsibility
of the advisory group is to provide input to help management
implement a business and marketing plan. Additionally, when
revising the business or marketing plan, input from this
group may be very helpful. ’

The advisory group can also help prescribe community based
market promotions in which the new lodging establishment can
collaborate with area businesses to achieve a specific goal.

Based on the quality of information obtained and creative
input, the General Partner or Board of Directors needs to
make the required decisions and empower the General Manager
to carry out the decisions or assign tasks to other
individuals.

The General Partner or Management Contract

A general partner or management contract can be used to
provide support for the property General Manager. Optimum
property performance usually occurs when the General Manager
reports to a person or management group which has the
responsibility, operating experience and authority to plan
and market forecasts and meet budgets.
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Board of Directors

The Board of Directors should include elected partners or
stockholders, but can also include non-voting advisors. The
board should meet as needed and minutes be kept by a
corporate Secretary as to all decisions which may have
material impact of the success of the business. The board
should include any officers, and at minimum, a President,
Treasurer and Secretary.

Under no circumstances should management and strategic market
planning be performed solely by a manager and board members
who lack lodging industry experience. To do so, greatly
increases project risk. In such cases, earned revenue may be
lower and operating costs higher than average.

T wleipo o S PN

Critical Success Factor

Use of a management contract or ,General Partner can
significantly improve property performance while
reducing risk.

The diversity of a Board of Directors is a strength so long
as the group does not "micro-manage" the business. The board

should focus on strategic planning as it relates to the
business, annual budget and operating performance reviews. In
these functions, an advisory board can perform an important
support function. Diverse boards are a source of strength so
long as an experienced Management Contractor or Partner is
used to provide market planning, annual -budgeting and
operating logistic support for the General Manager.

Keeping minutes and recording all decisions can greatly
reduce the personal liability 'in cases where management
negligence, failure to mitigate losses or criminal
proceedings may arise with respect to revenue or equity
dollar management, state blue sky laws or non-payment of debt
to lenders (institutional, public or private).

The major function of the Board of Directors is to provide
capital, insure asselts are protected, are well used and to
optimize returns to shareholders, stakeholders, employees and
community constituents.

To reduce financial risk, the Board should review cost
variances on planned vs actual revenues and costs on at least
a quarterly basis. All significant variances (cost or
revenue) should be ranked and prioritized for action. Such
review is a board, general partner and management function
and should not be left solely to the accountant’s year end
analysis. The Board of Directors should review operating
budgets, approve them and review and approve all capital, one
time and unusual expenses.
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Any large one-time expenses should be capitalized to provide
more accurate profit and loss statements at year end. Failure
to do this will reduce cash flow, cause. lender concern about
debt coverage and reduce the sale value of the business by
reducing net cash flow. :

The Board is responsible (liable) for the success or failure
of the business and failure to identify unfavorable variances
and/or act on unfavorable variances are a primary reason for
small business failure. As a result, a "reasonable effort"
must be made to correct any material change in the financial
position of the venture which posses a threat to equity, cash
flow or long term goals.

A recent national seminar on hotel investment called for
operators to '"gelt serious or get out" of the industry. There
is more to'‘operating a good lodging op&ration than building
it and staffing it with minimum wage help. In terms of
staffing, you always get what you pay for, never more. Good
property performance requires - well paid, trained and
motivated workers, = including the General Manager. As a
general rule, good, long term, financial performance is

always the result of skillful leadership, diligent
management, daily operatiocnal discipline and focused
marketing.

Critical Success Factor

In the long run, those obtaining the best returns on
assets are usually the best at finance, cost control and
marketing (internal and external). :

The assumed role of management needs to be "market maker"
rather than "profit taker". While making a market takes more
time, energy and money in the short run, long run earnings
growth and stability provided by this method are superior to
those obtained by passive profit taking.

The Staffing Plan

The staffing plan includes generic titles and shows the
number of positions or Jjobs which will be created. A full
time equivalent (FTE)} is assumed to be 2,080 hours and a job
created to mean a position which lasts more than one year.

The functions which need to be filled for a property of this
size are listed below. In cases where there is not sufficient
work or money for a full time position, job design can be
used to combine positions and functions into a full time
position. .
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STAFFING PLAN
Mid-Price Lodging

Initial Mature
Position FTE FTE
General Manager 1.00 - 1.00
Asst Mgr/Mtkg & Sales 1.00 1.00
Front Desk 4.20 5.00
Housekeeping 3.00 - 4.10
Maintenance 0.30 " 0.50
FTE Creation 9.50 11.60

note: Total employment can be greater than the number of
FTE’s shown. T%%ﬁ is g%ﬁpto part ti@e“employees.
: Bk s A i Cr iR . ! H e S

The assumed role of management needs to be "market maker™
rather than "profit taker". While making a market takes more
time, energy and money in the short run, long run earnings
growth and stability provided by this method are superior,.

Critical Success Factor

As a general rule, good, long term, financial
performance is always the result of skillful leadership,
diligent management, daily operational discipline and
focused marketing.

The General Manager is a highly skilled position, and the
person is assumed to be able to oversee all marketing and
sales functions, generate and execute the marketing plan
(advertising, public relations and promotion), oversee the
operations, perform all cost control management, training and
administrative functions.

It is assumed that a qualified General Manager will be used
for the property. Qualtified should be taken to mean
experienced in lodging operations, staff training and having
significant and marketing or sales experience.

The manager should be very familiar with the market area,
visitor patterns and area businesses. Additionally, the
manager should become highly involved in the promotion of the
region, outdoor activities, other destinations and nearby
attractions. ~

The General Manager’s job includes management and marketing
functions. These functions are sophisticated and require
knowledge, experience and expertise. A successful General
Manager must be skilled at marketing, human relations and
destination service operations.
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The General Manager is a key person. Quality of management is
a key determinant of success. Poor property performance is
usually due to a lack of leadership, missing skills and a
lack of motivation or discipline in accomplishing daily
management and marketing tasks. The gquality of management is
a key determinant of success.

Critical Success Factor

The manager’s compensation package should include base
salary plus bonus based on property performance relative
to goals which are identified by the Board of Directors.
It is reasonable for the manager to earn 10-25% of the

annual salary as a bonus. Without adequate compensation,

~guality Hanag%%%gtrwillﬂbe,@ifficqlﬁ@gg maintain.

R e

The Assistapt Manager should be able to run the lodging
property on a day to day basis. The person should be able to
perform all operational functions including group booking.
The Assistant Manager should be used to free the General
Manager from day to day operations.

Management contracts can be used in the case where a weak
General Manager is used and additional guidance is sought to
help insure the property performs the best possible. In many
cases, the management fee is money well spent. In a case
where a very strong General Manager is used, a management
contract may not offer incremental revenue or profits. Also,
some smaller markets may not be able to carry the cost of a
General Manager plus a management contract. It is important
to ascertain the cost and benefit of a management contract,
and the appropriateness of use in a particular setting.

note: Regardless of whether a management contract is
used, the franchisor will need to support the franchise
with systems and training.

The Maintenance person would make general repairs, insure the
pool, whirlpool and sauna systems are well maintained, HVAC
system repair, lighting replacement, energy management and
other needed repair functions. A single maintenance person
should be able to service up to 100 rooms (source: American
Lodging Association). :

The Housekeéping function assumes that the average amount of
time spent cleaning a room is 35 minutes (0.58 hour). At 48%
occupancy, for a 60 room property, this would require 16.0 to
17.0 hours per day. At 62% occupancy, this would require 21.0
to 22.0 hours per day. An estimate of 3.0 FTE was used in the
initial year’s projections.
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Job Functions and Skills

The management and marketing functions are sophisticated and
require knowledge, experience and expertise. Some will be
obtained from the franchisor’s training, yet the majority of
the responsibility for a successful effort will fall on the
General Manager and includes_ local area marketing, human
relations skills and the daily discipline of gperations.

The General Manager is a key person. Most franchise disputes
and litigation involves the inability of management to obtain
desired financial results and often times this is due to a
lack of leadership, missing skills or lack of motivation or
lack of discipline in accomplishing daily management and
marketing tasks. For this project, the gquality of management
is a key dete§minaq5%g£ success.’

AR A PR SO S s

Lodging Orxrganization Chart
Abilene, Kansas

Investor Group
Board of Directors/General Partner

Advisory -—---= > General Manager — <—=w=--— Marketing &
Group : Sales
Assistant Manager Housekeeping Maintenance
(set up)

Front Desk Clerks

All other job functions are semi-skilled or unskilled. One
exception would be maintenance, which provides large
opportunities for cost savings, especially if the person is
well traimed in all areas of lodging maintenance, including
preventive and systems maintenance.

Marketing Management

The marketing management responsibilities must be performed
by the General Manager. The management of +the marketing
effort along with related cost control is the largest single
determinant of success oxr failure. This study assumes that
the marketing management effort will be quided, disciplined
and focused.

The goal of the marketing management should be to establish a
economically sustainable position within the local economy,
which is defensible in the long term and creates wealth for
all stake holders including owners, employees and the
community.
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Specific marketing goals include creation of unique market
position, a favorable top of mind awareness for the brand

and to stimulate trial by target groups during the first
years. The marketing effort should focus on market creation,
expectation and psychographic segmentation, not simplv mass
marketing.

Reality is perception based. The belief of product quality
and increased customer loyalty usually follows a marketing
effort which is focused on establishment of a favorable image
and a unique, defensible market position.

Efforts to control the expectations of target customers will
increase the level of satisfaction on site. Advertising and
promotion should tell the customer what to expect and provide
measurable points  for evalyation of degree of fit. 1In
general, customers are pleased when thé 6fferings and service
exceed their expectations. Good advice is to practice giving
people more than they expect and make it part of the
philosophy of management.

The party room and pool area should not be used to host
private parties which disturb other guests. Also, a party
room serves a much different function from a meeting room and
the same room will not function well in both capacities.
Proper design of spaces, separation of groups and enforcement
of management policies can avoid potential loss of customers
due to noise.

Professionalism

Professionalism is perceived. Simple things like helping,
guiding, providing alternatives and in general, solving the
problems of the customer, all increase perceived level of
professionalism. The chain affiliation, standard appearance,
uniforms and extensive use of logos will increase the
perception of professionalism.

Professionalism requires constant sampling for the sources of
satisfaction and causes of dissatisfaction. Performing
periodic source analysis and even customer callbacks shows a
high degree of professionalism.

When complaints arise, many budget and mid-priced motels lack
trained staff to successfully resolve them. All this does is
to frustrate an already frustrated customer and reinforce a
lack of quality and wvalue. Flexibility, sincerity and a
genuine desire to please the customer are the best ways to
resolve complaints. When operating policies which were
established for other markets, prevent satisfving customers
in the local market, the consumers become predictably

angered.
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Financial Management

The management of the new venture should keep a close watch
on sales and costs. Any material change in the level of
permanent working capital should be investigated and treated
as a potential risk to the project.

For a_developing market, it is important for sufficient
equity to be used to minimize start up losses. Additionally,
close watch should be kept on revenue and cost trends to
avoid a surprise "cash call".

For the purposes of control, the franchisor will have
systems. As a standard part of our report, we use a
simplified cost categorization scheme based on the Uniform
System of Accounts which was developed for motels. The system
uses key indidators™#hd is™B¥sed ‘on a dtihdard categorization
of costs. A description of the system is provided in the
financial section and categories are used for all pro-formas.

Management by key indicators works like paint by the pumbers
and significant variances suggest an area for manadgement
concern. Key indicators can be used to manage any businesses,
minimizing the skill and effort reauired.

RMA Operating Summary

Robert Morris and Associates produces an operating statistic
summary for motels and hotels earning under $1 million in
revenue. Overall, the ratio of net sales to total asset wvalue
for this class of lodging properties runs 60%. The ratio of
sales to fixed assets ranges from 40% to 130%.

RMA Summary
Motel (SIC 7011) $1-3 mill

sample n = 325
s Ave
Operating Expenses . 83.5
Operating Profit . 16.5
Other Expense 9.0
Profit Before Tax 7.5

note: Operating expense includes royalties, management
and depreciation. Other  expense® includes interest
expense.
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THE LODGING MARKET AND TRENDS

The 2008 year is expected to bring slower growth after the
period of 2003 through 2007 where unprecedented growth and
profits were common. Despite reduced growth, occupancy and
average daily rates are expected to hold strong. The credit
crunch which began in the housing sector may soon impact the
lodging industry, yet analysts are not yet predicting a large
downturn for lodging. Given a general economic slowdown, full
recovery may not begin until 2010. A 'recession remains a
possibility if the slowdown continues to grow.

Key cperating costs such as energy, real estate taxes and
insurance will continue to increase, placing new pressure on
profits. According to the National Hotel Forecast Summary
from Smith  Travel "Research™&rd "PKF;, 'bddupancy for 2008 is
forecasted at 63.4%, ADR at $107.31 and RevPar at $68.05. The
increase in profitability is forecast at 5.1%.

During the economic slowdown of 2001~2003, lodging industry
operators had to embrace the basics to maintain revenue,
margin and earnings. During this time, a distinction was made
between those in the business of developing hotels and those
in the hotel business. Today, the distinction between brands
is blurring and brand loyalty is becoming an increasingly
fragile and expensive market reality. Internet searches and
rate comparisons are forcing hotels to differentiate their
product using real product and service dimensions.

The overall market for lodging will be reviewed in terms of
national trends, industry profile, demographic shifts, state,
county, market +trends and local competition. The county,
primary and secondary market areas will be studied in terms
of population characteristics, household earnings, retail
spending and employment. Market demand will be broken into
segments which include residents, those visiting friends and
relatives, business and leisure transients, special events,
education visitors and tourism. o ’
The market for lodging in any community needs to be studied
within the context of the county, region, state and part of
the country in which it is located. The primary market area
for a particular lodging site can be impacted by any or all
of the possible levels of influence.

World Economic Outlook

While potential terrorism and war are factors, the world is a
place where business remains business. The global marketplace
has impacted manufacturing and yet growth of international
business travel has prompted many airlines to add routes and
place orders for more planes.
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Overall U.S. Economic Outlook

The economy has been impacted by global markets, record fuel
prices and most recently, the credit crunch in the real
estate market. Domestic leisure travel has been impacted by
economic factors and fuel cost. The demand for lodging from
meeting and convention attendees is growing faster than the
demand from business travellers. This is despite increased
use of technology for communication.

The loss of jobs to offshore companies now extends from low
to high skill. Many manufacturers within the US are becoming
supply chain integration points for components and products
made throughout the world. The remaining manufacturing is re-
engineering itself using robotics, technology and advanced
production Feghniqqggtto remain_qost,cg@p_t;tive._
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To facilitate growth and integration into the global market,
the U.S. will need to respond to many challenges, including
upgrading ports to handle more container ships, improving the
efficiency of warehousing and distribution and integration of
foreign products into the U.S. supply chain.

Good opportunities exist in knowledge based industry, wvalue

added agricultural products, bio-technology, marketing,
component assembly and distribution networks.

Tourism and Lodging Industry Trends

Tourism is the world’s largest industrvy, and in the U.S. it
is the third largest retail industry behind automotive and
food stores. As of 2005, the industry generated $600 billion
in sales. Tourism directly or indirectly now employs 1 out of
every 8 workers in the United States. '

The U.S5. receives a larger share of world tourism receipts
than any other country. The U.S. market share is about 12%,
down from 16% in 1998. A major component of the tourism
industry is the lodging industry, which:broke all growth and
profit records from 1990 to 2000 and again from 2003 through
2007. After a slowdown in 2001, by 2004, the U.S. saw double
digit growth in terms of international visitation. The top
points of origination include China, Ireland, Australia,
India and Sweden.

In late 1999, room supply growth moderated while room demand
continued to increase. Total room night sales reached a peak
of 970 million room nights in 2000, fell to 937 million in
2001 and rebounded, reaching a new peak of 998 million room
nights in 2004. Room nights sold in 2005 were 1,039 million.
(Smith Travel and PricewaterhouseCoopers 2006).
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The slowdown of 2001 had been predicied for years and was
accentuated by the events of 911 in New York City. A positive
side of the slowdown was that room construction also slowed
and allowed demand to catch up and surpass supply by 2003. As
a result, occupancy grew through 2006. It was not until 2006
that the number of rooms added to the supply surpassed demand

again, triggering forecasts for an occupancy decline in 2007

and 2008 (PKF 2006).

The supply pipeline will likely provide new rooms faster than
they can be absorbed in 2008. Lodging Econometrics has stated
that 100,000 new lodging rooms were completed in 2007 and
another 136,000 will be completed in 2008. Surprisingly, a
large portlon of the new rooms are from established brands.

When demand growth slows before supply growth, occupancy may
stall out or ‘even fall. AE®'GE early 2008 it is clear that
occupancy is flattening out and is pledlcted to decrease
slightly for most segments. The economy is softening, there
are changes in business travel patterns and fuel cost has
impacted the disposable income of the middle class.

Despite flat occupancy, room rates are forecasted to grow.
While rates had dropped in 2001/02 and remained flat in 2003,
annual growth of 2.9% to 3.5% is forecast for the near term.
The ADR for 2008 is forecasted to be $107.31 up from the 590
to $99 range from the 2005/06/07 period.

The average daily rate growth will produce stable revenue and
good profits. PricewaterhouseCoopers has forecasted lodging
industry profits at $29.6 billion for 2008 and stated a new
record of $32.5 billion can be expected in 2009.

US Lodging Industry Trends
Smith Travel, PricewaterhouseCoopers

Year Occupancy ADR RevPAR
20060 6373% $85.24 $54.13
2001 59.7 84,22 51.29
2002 58.9 83.03 49.96
2003 59.2 §3.14 50.17
2004 - 60.8 85.64 52.64
2005 63.0 90.67 57.17
2006 64.3 96.69 61.06
2007 63.4 102.98 65.30
2008 (proj) 63.2 107.31 68.05
2009 (proj) 62.9 111.06 70.15

note: Actual industry performance measurements differ by
source and the most conservative numbers are shown.
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Recorded ADR’s are highly region specific. The highest ADRs
recorded in the nation are for the Middle Atlantic region,
followed by the West. While the ADR in dollars will vary by
year, the relative price spread between regions will remain
relatively constant. Economic diversification can support an
increase in a region’s ADR structure.

Aggregate Lodging Industrv Profit Trend

Profit Consumer Personal
Billion ' Price Expenditnre
Dollars Inflation Index (CPI)

2000 23.5 2.6 106.9

2001 16.2 2.2 109.1

2002 14.2 1.6 110.7

Joosz W ke 2,157 112.8

2004 16.7 2.9 115.7

2005 20.8 3.2 118.9

2006 25.2 3.5 122.4

2007 . 28.1 3.5 125.9

2008 (proj) 29.6 3.6 129.5

2009 (proj) 32.5 3.8 133.3

sources: Pricewaterhouse Coopers, Smith Travel, Macro
Economic Advisor’s Outlook, Woods & Poole

Market Segment Trends

There is a natural succession of lodging options as a market
matures. In emerging markets, economy and budget motels are
most likely to be built. In these markets, economy and budget
motels enjoy rapid growth until the market begins to mature.
Recently, mid-~priced, economy and budget motels have shown
the highest supply growth, sometimes outstripping demand. As
a market matures, lodging variety is increased and upscale,
suite, extended stay, boutique and luxury lodging products
appear. T '

Cheaper is clearly not always better and price is relative to
the value received. The highest occupancy is earned by the
lodging properties which charge the most for a room and the
lowest occupancy rates are earned by budget brands. In 2007,
luxury lodging properties earned occupancy of 72.3%, upscale
70.3%, mid-scale w/f&b 58.5%, mid-scale w/o fa&b 65.8% and
economy earned 56.7%. Boutique hotels earned an occupancy of
77.8% and have cut across several price tiers. Lifestyle
hotels are also beginning to create an impact. (sources:
Smith Travel Research, Pricewaterhouse Coopers)
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The lines which define luxury, upper upscale and upscale are
increasingly blurred. ADR grew faster than the industry
average for this type of lodging. Luxury ADR is $292.78,
upper upscale ADR is $160.55 and upscale ADR was $118.69.
(source: PricewaterhouseCoopers:Smith Travel 2007)

Mid-scale properties without food and beverage continue to
outperform those with food and beverage. These properties
typically have strong ADR growth and in 2007 enjoyed RevPar
growth of 6.1% which is on par with upscale properties.

Economy properties experienced only a 2.5% gain in ADR with
an averadge 56.7% occupancy and lagged behind all other
segments in 2007. Economy ADR of $53.74 makes it hard to meet
rising consumer expectations for amenities.

Based on_marKet ‘datd, 'otH&Y thdan upper’ upscale and 1idxury
lodging, the largest increase in ADR was earned by mid-priced
properties without food and beverage. Generally, increases .in
ADR are expected to continue to outpace inflation. Average
daily rates have grown at the fastest pace for upscale and
luxury properties and at the slowest pace for economy and
budget properties.

The best economy and mid-priced markets appear to be those
which are unserved, underserved or newly growing. Existing
properties which are outdated is a favorable factor.

Midscale W/Q Food and Beverage
source: Pricewaterhouse Coopers 2006
Smith Travel Research 2006

Year Occupancy ADR RevPar Chg 2 Chg 2
‘ Demand Supply
1998 66.5% $61.54 $40.93 o 13.4% 14.0%
1999 65.6 64.00 41.95 11.2 12.0
2000 64.6 66.49 42.93 9.9 11.2
2001 62.2 68.47 : 42.60 8.3 9.9
2002 61.9 68.22 42.23 1.2 0.9
2003 60.8 68.00 42.37 3.1 4.7
2004 63.9 70.00 44.83 Y7.4 3.5
2005 65.8 72.34 47.60 6.0 4.3
2006 66.9 75.29  54.01 4.4 3.0
2007 65.7 87.47 57.47 4.0 3.6

Underserved lodging needs, a diversified economy and existing
destination tourism are positive factors, supporting mid-
priced lodging development. As markets mature and supply
exceeds demand, the focus needs to shift from construction to
operations, differentiation, efficiency and profitability.
Markets which resist over building are typically those with
physical or economic lodging development constraints.

BP4.5



Lodging Performance iIndex
Occupancy and ADR (Midscale w/o f&b = 1.00)
source: Smith Travel Research, BPE index. (2004)

Segment Occupancy ADR
Luxury 1.09 - 3.33
Upscale 1.10 . 1.39
Midscale, wo/f&b 1.00 "1.00
Midscale, w/f&b 0.89 . 1.05
Economy 0.92 0.84
Budget .0.84 0.67

The Consulting Firm of DK Shifflet & Associates stated that
about 50% of the groups sized 3 or more people will choose
mid-scale lodging establishments. The average length of stay
for mid-scale” is 2.§§day§§”The Hmjorlty (75%) of wvisitors
travel by car and advanced reservations are used by over 85%
those purchasing room nights of mid-scale properties.

¥

The economy segment experiences a lower level of advanced
reservations, yet 36% of all room nights involve a stay of 5
or more days (D.K. Shlfflet) Economy lodging providers are
upgrading rooms to service clientele desiring an extended
stay experience.

The Microtel brand has been aggressive and successful in the
budget segment which largely consists of outdated branded and
independent properties. The Microtel brand marketing uses a
"parasitic® market tactic, providing lew cost "trade down"
lodging options in markets with older economy lodging and in

those markets without quality budget lodging options.

Choice Hotels developed the Sleep Inn brand as a budget and
economy alternative. Hampton developed the Hometown for use
as an economy or rural mid-scale optlon. For new budget and
economy brands, the cost per key is kept to a moderate level
by reducing the sgize of common areas and keeplng amenities
basic, yet functional. P

Lodging Performancé (All Segments)
PricewaterhouseCoopers 2007

Year . Occupancy % ADR S
2001 59.7% S 84.22
2002 58.9 83.03
2003 59.2 83.14
2004 60.8 85.64
2005 61.7 88.20
2006 64.3 96.69
2007 63.4 102.98
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Lodging Performance
By Industry Segment

source: Smith Travel: PriceWaterhouseCoopers 2007

Segment Occupancy ADR

Luxury ' 71.3% $292.78
Upper Upscale 72.3 - 160.55
Upscale 70.3 ' 118.69
Midscale w/fé&b 58.8 - 85.61
Midscale wo/f&b 65.8 81.53
Economy . 56.7 53.75
Budget 53.2 47,00

Lodging Performance vs Location

Lodging performance in terms of occupancy and average daily
rate varies by location of the property within the community.
Generally urban or downtown lodging properties and resort
properties will earn the highest occupancy rates and ADR’s in .
a given market. Highway locations usually earn the lowest
levels of occupancy, yet fill a definite need for transients.

The majority of lodging properties (81.6%) are suburban
{35.3%) or highway (46.3%) and 67.7% of them have less than
75 rooms. Room rates vary widely and recent market segmenting
is making price a less important dimension than other factors
which may affect a consumer’s choice such as amenities,
meeting rooms, food and beverage, rcom -size, business guest
services or convenience of location. -

Lodging Performance Index
Occupancy and ADR (Highway = 1.00)
source: Adapted from Smith Travel Research (2002)

Location ‘Occupancy ADR
Urban o 1.14 1.89
Suburban 1.09 | 1.26
Highway 1.00 , 1.00
Resort i.15 2.31

Lodging Performance vs Dav of Week

Occupancy trends by month and weekday vary greatly depending
on the type of property and it‘s location. However, aggregate
statistics can be useful. Based on aggregate data collected
and compiled by 8Smith Travel Research, weekend occupancy is
generally higher than during the week, except for Tuesdays
and Wednesdays.
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Average Daily Occupancy
Smith Travel Research, 1999

bDay Occupancy
Sunday 47.8%
Monday 62.4
Tuesday 67.7
Wednesday 68.3
Thursday 65.3
Friday 66.5
Saturday 70.1-

According to Smith Travel Research, on the average, there are
29 days with occupancies over 80%, all between Memorial Day
and Labor Day, except thrg%wgays_in October and Valentine’s
Day. There are also eleven days with !occupancy under 40%:
which include winter Sunday’s, Memorial Day, Labor Day and
Christmas week. The split between weekday and weekend
business suggests a marketing strategy which focuses on each
part of the business. .

Lodging Development Trends

There is a long term trend of a decrease in the proportion of
independent lodging establishments (expressed as a percent of
total properties). The chart below provides a measure of
change in market segment proportions observed during the last
decade. . '

The trend in building rooms has switched from independents to
branded, franchised chain properties. The trend in property
size has been down, with the average size of the property
being reduced by 50% during the last two decades. Another
trend is toward building in rural, secondary and tertiary
markets.

Room Supply Trends Qg-@gpe
source: Smith Travel Research 2005

1993 2000 2005
Independent 36% 30.2% 33.9%
Economy 17 19.8 17.3
Midscale wo/f&b _ 6.5 11.4 13.9
Midscale w/f&b 20.9 17.8 13.1
Upscale 6.9 8.5 8.3
Upper Upscale 12.7 12.3 11.8
Luxury 1.7
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Lodging Project Attrition. Rates
By Comnstruction Phase
source: Smith Travel Research 2003

Pre-planning 74.2%
Planning 53.7
Final Planning 21.9
Construction 5.3

note: Final planning includes architectural design and
permitting. -

note: The attrition rate for projects in final planning
(permitting) can be 20% or higher.

Many industry professionalg feel that there are too many
brands being introduded with" too’ few reAl differences. Over-
building the rate of demand growth by a Jlarge margin can lead
to occupancy and ADR declines in isolated markets. In cases
where there is sustained population growth, a diversified _
employment base and growing tourism, the market will be most
resilient.

I1f over building occurs, the importance ég proper leverage,
unit economics_and operating fundamentals will increase.
Customer service is a key factor in market share retention
and growth. During a downturn, the importance of quality
front desk staff is usually re-emphasized.

Quality management and an operations focus allows economies
of scale to be reached as it is more efficient to retain
existing customers, or entice a repeat purchase than to try
to attract a new customer. Management should focus on the
most cost effective means to build and sustain business.
Marketing costs to attract an existing customer are only 17%
of that required to attract a new customer. Heavy users will
outspend other customers by up to a 5:1 ratio. In summary, a
5% increase in repeat customer usage can increase profits by
up to 25% (source: Guest Information Network).

note: Good management will bring more stable, long term
profitability, increased average dailv rates, increased
occupancy and longer or more frequent guest stavs.

Because of the factors listed above, yield analysis, database
management, direct marketing and internet direct booking
techniques will be increasingly important to optimize unit
performance. While direct marketing techniques are widely
used in retail, they are only minimally used in lodging.
While yield analysis may be used for revenue, margin ($) is
rarely a consideration, yet it should be.
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Demographic Impacts on Lodging Demand

H

Lodging demand will naturally increase as younger generations
mature. The generations which follow the traditionalists
(born 1922 to 1946) all have a higher propensity to travel
and purchase lodging. The baby boomers are entering their
peak years in terms of disposable income and they have an
increased propensity to travel and purchase lodging rooms. In
fact, the group aged 45-54 years is more than twice as likely
to travel as the current group aged 65+ years and 23% more
likely to travel than the group aged 55-64 years.

Age Related Propensitv to Travel
source: American Hotel and Lodging Assoc.

Age Group st Travel Index
. T e A Ty .
65+ years ) 55
55-64 vyears ' . 92
45-54 vyears 113
35-44 vears 119

Major Markelt Seqments ,

In order to optimize success of any project, the market
segments to be served must be studied. The design goal is to
either elect a single group or adopt a market mix which can
maximize appeal to several or all groups.

Seniors and _ traditionalists were born before 1945 and
represent the fastest growing market segment. The growth is
due to a combination of living longer, living better and
maintaining better health. These seniors will have more
disposable income, increased savings and many will remain
active and employed. About 40 million persons will be aged
over 65 years by 2010, 50 million by 2015 and 65 million by
2030 (20% of us).

The baby boom generation has altered America at each point of
aging. Born between 1946 and 1964 and now in mid-life, these
people are making new demands on the tourism, recreation and
entertainment industries. As they age, baby boomers are more
interested in health, wellness and exercise as they try to
slow the aging process. As desire meets disposable income the
boomers are driving sales of many retail products, personal
services and travel. ’

Generation X consists of those born between 1965 and 1976 and
unlike the Boomers, this generation has grown up with the
knowledge of the experiences of the boomers. Some of the
institutions most trusted by the boomers have become least
trusted by Generation X.
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Generation X is following the baby boomers in terms of
interest in recreation, outdoor activity, health and
wellness. The most striking difference is that they are
starting these activities earlier in 1life. Additionally,
Generation X will probably not place as much emphasis on
career progression and more likely allow time for recreation,
family and activities which can promise physical, mental and
spiritual renewal. 3 ‘

Generation Y (Millennials) represent a distinct switch from .

the "anti-establishment™ folks and rebellion ethic of the
baby boomers. The millennials were born between 1977 and
1994. In general, they appear more oriented to groups and the
community than the baby boomers or Generation X. (Applied
Research and Consulting 2003).

The %@Eﬁ“bé%d%atioﬁﬁ%héXtA%%ﬁ?“%%nsiéﬁ%&%%mkids born ‘Betfween
1995 and today and represents a group "which is growing at
over twice the rate of the overall population. Teens have
more disposable income than ever before. In 2008, there will
be 30 million teens. The teen market is an economic force
which will impact the design of products and facilities. They
know what they want and have the money to pay for it.

The cutting edge retail, entertainment and recreation design
trends will involve grouped products and services to optimize
segment appeal and creatée market pull. Within each market
segment, needs are being realized which are based on the
values and beliefs of the group. As a result, "value based
retail concepts” are leading to new environments which are
more effective in meeting the needs of each specific group.
These stores may be offered in "value clusters" which will
offer highly compatible' product and service offerings to
increase pull, convenience, capture and economic impact.

Generations and Sige

Generation Birth Dates Nﬁmher Ages
Traditionalists 1922-1945 44..2 million 57-81
Baby Boomers 1946-1964 76.8 million 39-56
Generation X 1965-1976 52.4 million 25-38
Millennials/Echo 1977-1994 77.6 million 12-24

Teens (Next Gen) 1995-present

The Internet Effect

The internet is not an "end all", but rather a connectivity
tool and marketing tool. The most effective internet booking
sites will likely be those owned by lodging companies due to
the control of inventory and improved logistics. While third
party auction sites can clear inventory, they heighten price
sensitivity, reduce customer loyalty and de-value a brand.

BP4.11
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It should be noted that branded web sites can provide the
same convenience without losing control of the inventory,
undermining brand integrity or the value proposition.

Properly used, the internet W1ll provide incremental revenue.
Improperly used, the internet can train consumers to focus on
discounts, eroding overall margin. Yield analysis should be
used to determine effectiveness of all on-line programs.

While the speed, convenience and ease of booking on the
internet are of value to consumers, third party costs and
erosion of margin have driven many brands to develop their
own on-line booking. For example, Cendant created a full
service travel portal which is designed to compete with
Travelocity and Expedia.

The internet Is belng 1ncfg%81ngly used o help manage large

corporate accounts. Providing user flexibility, handling
custom and difficult itineraries remain the weaknesses of
internet booking. Also, group contract ©prices can be

undermined by internet price spec1als on third party sites.

Trends in Egquity

Qverall, equity provides 25-40% of the proiject dollars for
new construction (PKF Consulting and Hospitality Research
Group 2003). The appropriate equity level may range from 20%
to over 50%, depending on property type, location and market
served. Many developers have favored less equity, sometimes
as low as 10%. While highly leveraged properties can provide
better returns on invested funds, they are more vulnerable to
economic downturns because of higher break even points.

After 2001, the amount of equity increased from the norm of
20% to 25-40% equity depending on the location, type of
lodging, brand affiliation, experience and financial strength
of the developer. According to Cendant’s Brand Manager, Keith
Pierce, after the slowdown of 2002, the "get in" percentage
for midscale lodging was 35%. As the lndustry' performance
improved, 25% equity became more common again.

Lodging Project Leveraqge
Mortgage Loan to Value Ratios

Property Tyne Low " High
Full Service 60% 68%
Limited Service 67.5 70

Highly leveraged projects should have contlngency' plans in
place for possible cash calls. Lenders may require an initial
cash set aside to mitigate risk.
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The amount of debt a property can support can be estimated by
using net present value of cash flows at a high and low level
of expected sales. The amount of equity needed should be set
only after consideration of this range -and in an effort to
meet the minimum debt coverage ratioc of 1.3. The industry
average debt coverage ratio is 1.47 (PKF Consulting,
Hospitality Investment Survey 2002).

Trends in Break Even Point

While many older properties required 60-64% occupancy to
break even, newer properties are being designed and funded to
break even at 50% occupancy and sometimes lower. As of 2002,
the break even occupancy reached the lowest point in lodging
history (48.8%). Debt leverage for hotels has decreased from
over 100% ‘in“'lgsomm@o”isdﬁﬁg%t’sy 20000 Property size' and
financing leverage are critical success factors in terms of
recession resistance. Smaller properties with less leverade
are better able to withstand possible downturns in demand.

Break-Even Point wvs Occupancy
Trend by Year

Break Even Ave Qccupancy

1989 65.5 64.5
1992 62.5 . 62.7
1995 60 65
1997 54.5 64.5
2001 55 62.5
2002 48.8 59.3
2003 47.4 59.2

source: PricewaterhouseCoopers, Ntl Bureau of Economic
Research 2004

note: Reduced break even points are the result of added
equity, lower interest rates, higher margins on room
revenues and operating cost reductions.

BPE predicts that between 2007 and 2020, equity levels will
remain in the 20-40% range to make properties more recession
resistant. While short term return on equity may decline, the
reduced risk, earnings stability and long term return on
equity will justify the investment .up front. In some cases,
equity funds and local or regional equity markets will be
favored over debt markets for development funds.

BP4.13
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Market Trend Toward Branding

Increasingly, the lodging markets are being driven by branded
products. Although the staying power depends on the amount of
money invested +to create brand strength and a favorable
consumer image. Branded properties tend to have higher
occupancy rates than unbranded properties in the same market.
Chain properties have the advantages of pooled resources,
operational expertise, «cost control programs, financing
arrangements and a proven success formula. Branded franchised
properties earn an average pre-tax profit of 21%, although
actual earnings differ greatly between chains and within
chains because of the site quality, local market strength and
management ability. Prior lodging experience and an emphasis
on sales are the good predictors of property performance.
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Lodging Consumer Segments and Research

The national breakdown for lodging customer segments suggest

that the business market (business and confeérence) creates
the majority of room nlghts. The meeting, conference and
convention segments are growing faster than general business.
According to the American Hotel and Lodging Association, 50%
of all lodging customers are travelling for leisure. Tourism
is often defined as any non-business VlSltOI who travels more
than 50 miles to a site.

LODGING CUSTOMERS
Proportion of Total Cusltomers

Tourist and Pleasure ' 32.2%
Business and Transient 37.4
Meeting or Conference 12.7
Local Meeting or Event 12.4
Other, Family, Personal 5.2

Nationwide, the U.S. Travel Data Center forecasts growth of
3-5% in domestic per person trlps annually.

Pleasure and Leisure Consumers

It should be noted that the average pleasure customer is
older than the average customer and 75% of them make advanced
reservations. Of leisure travelers staying in a hotel, 45%
spend one night, 28% spend two nights and 37% spend three or
more nights (American H&L Assoc 2006). Pre-booking level is
based on brand strength, central reservations and internet or
GDS bookings. The level of pre-booking can be used as an
indirect measure of brand and property market pull,
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Tourist Aqge Profile

Age ' Percent

under 30 , 17
31-40 yrs 25
41-50 yrs 38
51-60 yrs 12
over 60 yrs 11

Despite the promise of the computer agé for a shorter work
week, it seems that any extra moments are quickly absorbed by
1ncreased pace. In a 2006 Gallup May survey results showed
that 43% of respondents had no summer vacation plans. The
Bureau of Labor Statistics estimates that about 25% of the
private sector workers do!not get any paid vacation. Despite
the dlfflculty in gettlng away for ‘a vacﬁ%lon, there is' a '
trend toward more frequent, short getaways. Those going on a
vacation are part of a trend where vacations are becoming
less fregquent yet longer. :

Despite the promlses of the computer age for a shorter work
week, any savings has been re-applied to increase speed and
quantity of work. Cell phones and e mail make it increasingly
difficult to disconnect from the workplace. Companles have
been required to run lean to stay competitive in the global
market place. These and other cultural factors have left the
American working public more time starved than ever.

As the need to escape urban life escalates, the reality is
that 83% of the American workforce lives in urban centers and
will need to periodically restore and recharge themselves. As
a result, despite declines in vacations, the need to escape
and the trend to get away or retreat will maintain strong
demand for getaway hotels and destination resorts. As the
baby boomers enter their vyears of peak disposable income,
short, more frequent getaways and longer, expensive vacations
can be expected to continue to increase,

Accordlng to Smith Travel Research, demand growth during the
weekend is more than four itimes greater than growth durlnq
the week. Increasing use of weekends for family getaways will
lead to lodglng room avallablllty pressure for shorter stays
and many tourist areas are experiencing room shortages on
weekends and during holiday seasons. By 2005, 56% of all
vacations were taken on weekends as a getaway.

Generally, as the length of the trip increases, the vacation
characteristics and expenditures will change. The greater the
length of trip, the longer the 'stay and the more money is
spent. Most state tourism studies have found that long
distance travellers spend more than double the amount spent
by those travelling 300 miles or less.
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Business and Transient Consumers

Among business travellers, it is often difficult to achieve
revenue gains because of a fixed number of trips and fixed
length stays. While domestic business travel is flat or down,
travel to meetings, conferences and conventions is up. While
recessions cause a trade down from upscale lodging, during a
growth period, upscale lodging will record the highest ADR
and occupancy of all hotel lodging sectors.

Revenue gains can be obtained through direct billing accounts
and travel contracts with travel managers, which function to
control cost and eliminate choice. Travel cost containment
and ease of record keeping are key factors in negotiation
with travel managers and key attractions for on-line systems.

It is estimatéd ﬁhé%”@S%‘gﬁﬁﬁﬁé4EUsiﬁeégi%févéllefs take ‘more’
than 10 trips per year, 44% make their own reservations and
34.6% ask to be booked at a specific property. A 2002 study
by Business Travel News (n=766) of corporate travelers found
the average number of room nights purchased in the last year
was 51.5. Of the room nights purchased, 47% were at upscale
lodging options, 28.7% at midpriced options and 24.3% were
purchased at economy/budget/other. For all hotel stays, 39%
spend one night, 24% spend two nights and 37% spend three or
more nights (American H&L Assoc. 2006).

The average age of the business traveller is changing and the
group now includes a majority (86%) from the baby boomer,
Generation X or Millennial segments. Hotel design, amenities
and operations are changing to reflect the preferences for
technology, improved bedding and bathrooms and simplified
guest check in.

]

Age Distribution of Business Travellers
National Business Travel Monitor 2006 (YPB&R)

Generation - % Population % Business
Travellers
Baby Boomers 35% 51%
Generation X 26 26
Traditionalist 22 ’ 14
Millennials 17 4 9

As of 2005, the typical business customer is 35~54 (52%),
works in a professional or managerial position (50%) and has
a household income of $81,100. The vast majority make advance
reservations (89%), stay in their room (73%) and pay an
average of $9%6 per room night. Source: American Hotel and
Lodging Association 2006
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Trip Characteristics
Business vs Pleasure Trips
(sample from population = 249,464,680)

‘Business Leisure
Total Trips mil 182.8. 361.1
Factor Trips/Per Capita” # 0.73 1.45
Persons on Trip ' 1.2 1.8
(1) Nights per Trip 3.7 4.4
(2) Ave Miles Per Trip A1,020.0 867.0
% Staying in Lodging 71% | 37%
% Male T1% 49%
% Female 29% 51%

notes: (1) includes day trips e - o

() domédtit t¥E¥e1 onlys TEe oo o e
source: Statistical Abstract, Travel Industry Assoc of
America, National Travel Survey 1998

International travel is an increasingly important part of
tourism for the world and the United States. By 2002, direct
expenditures by international travellers were estimated at
$90.6 billion. In 2001 there was a dramatic decline and by
2004 total expenditures were 5.1% down $85.9 (World Travel
Industry Assoc) ’

U.S. Visitors by Source
International Trade Administration 2006
numbers in millions

Canada ‘ 13.8
Mexico 11.9
United Kingdom 4.3
Japan 3.7
Germany 1.3
France 0.8
South Korea 0.6
Australia 0.5
Italy 0.5
Netherlands 0.4

Friends and Family Consumers

The proportion of travellers paying for lodging, instead of
staying with friends and relatives, is increasing. A major
portion of all pleasure travelers stay with friends and
relatives. Therefore, persons staving with friends and
relatives are a major source of potential room sales. The
conversion of these room nights to hotel stays is one of the
package and rate frontiers for the lodging industry.
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Activity Oriented Travel and Tourism

In this case, the lodging demand is driven by the activity
which can be indoors or outdoors. The activity is destination
specific and limited by the natural or man-made amenities
sought. All inclusive resorts may not be driven by a single
activity, yet the number, type and guality of the activities
typically is correlated with trip satisfaction.

The interest in wellness. and exercise is growing in all age
categories and fitness hiking/walking is now America’s most
popular exercise. Hotels need to. offer a fitness room or at
least collaborate with a fitness center to offer an amenity.
Resorts need a wellness facility as a standard amenity and
many offer spa treatments.
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Activity and Tour Group Business

Specialty tours often are possible, using area activities,
outdoor recreation, food and lodging to create an attractive
package. While some locations will not work as a destination,
many can be packaged for an overnight stay or step on tours.

With step on tours, the initial goal is to keep tourists in
the area longer. The longer they stay,.the more they spend

and the ultimate goal is to increase spending and earned
revenue.

Cultural and Heritage Tourism

Heritage and cultural tourism is a means by which economic
gain can be realized from historic or cultural assets. Over
the last decade, cultural and heritage tourism are some of
the fastest growing segments in the tourism industry. Over
90% of all travelling families include a cultural site or
festival when travelling. ©Unique cultural and historic
amenities differentiate . the tourism product, improve the
market pull and increase revenue capture for the lodging
industry.

According to the National Trust for Historic Preservation,
Heritage Tourism is travelling to experience places and
activities that authentically represent the stories and
people of the past.

Cultural and Historical Tourism
Possible Components

history architecture . unique culture
food music : ) arts
eCconomics performances sculpture
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Heritage and cultural tourists spend more and stay longer.
While the average tourist spends $425 per trip, the heritage
tourist spends an average of $688 and the top 17% spend more
than $1,000 per trip. The average traveller stays 3.3 nights
and the heritage and cultural tourist stays 5.2 nights. The
heritage tourist also is more likely to shop.

source: 1997 Travel Industry Assoc. of America

Initially, a community should complete an inventory of sites
and cultural aspects which have potential. In many cases,
there may be little physical evidence left. The wvalue of a

site or cultural aspect lies in creative restoration and.

interpretation.
, .

A part of cultural tourism is movie related. Movie tourism is
big business. In Wabasha, Minnesota where Grumpy 0ld Men was
filmed, two’ new ‘lodding p¥8Perties aré *Being leveraged 'with
an upgraded waterfront and improved downtown to increase
tourism earnings. Similar examples include Liberal, Kansas
home of the Wizard of Oz’s Dorothy, Wayside, Kansas where
Little House on the Prairie was filmed, Fort Hays, Dodge City
and Dyserville, Towa where the Field of Dreams was filmed.

If a site 1s preserved or created and marketed as an
attraction, it can generate tourist dollars, create jobs,
help revitalize the downtown and create revenue for retail
businesses.

In Germany, many old industrial sites are being recycled into
sites which have or support cultural and heritage tourism
activities. One example is a large performing arts theater in
an old steel plant. Cologne, Germany assembled the Popkom
Festival, a 4 day popular music festival with hundreds of
bands performing in an old industrial site.

In order to have economic development benefits, historic
preservation needs to create new businesses, private
investment must be made and new jobs created.

To attract younger groups and keep them in the area, cultural
and heritage sites need to be supported by good specialty
shops, quality foodservice, good accommodations, quality
entertainment and possibly night life.

Tools for Heritage Tourism
Typical Program Components

Guideboocks and Maps
Cassettes and CD’'s
Tours and soft adventure packages

sources: Caldwell, "Heritage = Tourism": A Tool for
Economic Development
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Increasing Economic Impact

IncreaSLHg the economic impact of ex1stlng visitors means
using stimulus and response principles which are the basgis of
convenience and major retail store design and operation. The
goal is to attract or pull the consumer, engage them and
capture the maximum amount of revenue.

The level of economic impact from tourists and visitors is
dependent on the type of market (offerings), type of visitor
and whether the visitor stayed with friends or relatives,
purchased lodging (hotel, motel or resort), camped or was a
day tripper. Regardless of lodging type, all expenditures
increase with the length of stay. ~

Dally economic impacts (1999 dollarg) ,from tourists and
visitors range from over ?ﬁSO (Phoeniﬁ)” in luxury’ sSunbelt
destinations, or $423 for a stay in a resort destination such
as Montana, to $197 (Lansing) for urban locations and $279
(Wisconsin) for tourist and family resort or vacation areas.
(spending excludes air fares)

In upscale, Sunbelt markets such as Sun City or Phoenlx,
Arizona and destination resort markets such as Big Sky,
Montana, 1arge daily expenditures are "recorded. While the
amount spent in this type of market is high, the percent of
total expenditure is comparable to more moderately priced
markets.

BPE has cellected studies from Montana, Arizona, Wisconsin,
Iowa and Michigan. Based on findings, a range of daily and
even hourly economic impact estimates are possible. Using a
market strength factor and an estimate of the total overnight
person visits, economic - impact can be estimated for any
market. In some cases, only total wvigitor counts are
available and the proportion of overnight stays can be
estimated at 20-30%. » ‘

Visitor Expenditure Profile
Dollars Per Day and Per Hour (12 hr period)
source: Sun Valley/Phoenix CVB (1995 dollars)

Expenditure Dollars $/Hr Percent
Lodging $105.97 ‘ 21.5%
Food/Bev 140.97 $11.75 28.5
Transportation 98.58 8.23 20.0
Rec/Entertain 44.36 3.70 9.0
Retail 73.94 6.16 15.0
Other 29.08 2.42 6.0

$492.90  $32.26 100.0
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The Lansing, Michigan study suggested that overnight guests
staying at hotels/motels or B&B’'s create 46% of all tourist
spending. The average expenditure per party, per night was
$197. Tourists staying with friends and relatives spend $70
per person, per day.

Expenditures, Per Party, Per Davy
In 1999 Dollars and Indexed
source: Lansing Tourism Study 2000

Average
Expenditure
~ Per Party Spending

Tourist Type by Stay Per Day Index
"Hotel; mdtel Bal MEEC - <198 %6 ¢ 480
Stay w/friends and family 68.73 98
Camping 76.67 109
Day trip only 70.18 100

note: Day trip spending = 100

The Wisconsin data was collected by Davidson, Peterson and
Associates and suggests that the average group spends $306
per overnight stay. It is important to note that this level
of expenditure 1is 68% higher than the level reported for
visitors staying with friends and relatives. (2006 study)

Regardless of the study, and actual level of expenditure, for
every visitor purchasing lodging, 60% or more revenue may be
captured by spending on other goods and services. This
potential means that an additional 20-65% revenue may be
available from visitors and tourists if they purchase lodging
and stay overnight.

Viewing a lodging development as an "anchor", acting much
like a major department store in a mall, other sales can be
generated. Such revenue generation requires collaborative
marketing efforts which can be readily accomplished. Service,
value and entertainment clusters are known to increase retail
capture from a known visitor level.

Economic impact can be leveraged when a lodging establishment
provides referrals to other businesses, sells packages which
include other businesses or can increase revenue capture by
simply keeping visitors in town longer.

A lodging property can also be used to distribute area "What
is there to do?" information. When information is sought, the
typical questions include what is there to do, see or visit.
Where are the good restaurants and what about entertainment?
Staff should be trained to provide printed information and to
answer guest questions or give directions.
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Leodging Decision Factors

Franchised lodging traditionally drove patronage decisions
through brand strength and customer loyalty programs. Now
with recent proliferation of brands, few real differences and
commodity orientation facilitated by the internet, consumers
have been trained and sensitized to price and amenity level.

Boutique, lifestyle and luxury lodging properties have defied
trends by creating real differences which are highly valued
by distinct, economically viable market segments. As a
result, their ADR, RevPar and occupancy lead the industry.

Internationally, the fundamentals of hospitality drive the
return patronage through customer satisfaction and a high
level of value fqrvgye pric%wpaid. Factors supporting the ADR
and occupancy’ incdlude quality 'of hospitality, personalized.
service and value for the price paid. The quality of hotel
design, furniture, equipment and amenities are important yet
"how it feels" to stay at a property is inseparable from the
property itself.

Customer Sourcing

Chain affiliated lodging can provide incremental revenue for
a market 1f new consumers are attracted to the market and
stay overnight because of the brand and location. In this
case, there is incremental demand.

New lodging in a market without incremental demand created
will compete for existing room nights..As brands enter the
market, the proportion of total room nights captured by the
independent lodging usually decreases. Differentiated lodging
can survive and actually prosper with added brand pressure.
In these cases, the independent operator must focus on the
amenities, service quality and value points which brands
cannot provide. '

3

Customer Sourcing
source: DKS & A Directions

Walk in 21%
800 Number 33
Direct Dial 30
Corp/Travel Agent 8
Other 8

Franchises provide national marketing and brand recognition.
Independent properties must create their own brand, build
relationships to create tied demand effects, use direct
marketing techniques, employ highway signage and rely on
customer loyalty to create traffic and capture revenue.
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Seasonal Business Trends

National aggregate demand statistics show business patterns
and leisure demand by season. Aggregate statistics don‘t
accurately reflect the seasonal shift usually experienced by
properties in tourism areas. This is particularly true for
locations which lack year round population and have few
business generators. The extreme seasonality of a resort
market usually means that over 50% of the yearly customers
are serviced during the peak season.

Seasonality of Travelers
Expected Variation By Season

B FtW L. b L e, REECEDE, -
December-April (winter) 29.9%
May-August ( summer) 49.2
September~Nov (fall) 20.9

Basic seasonal trends may be reduced by strong business and
industry activity, year round special event programs, health
care, education, arts and cultural destinations or activity.

Demand by Season and Segment

Business - Leisure
Spring 15% 10%
Summer 15 ‘ 17
Fall 14 10
Winter 11 : . 8

source: Smith Travel Research 1999

A typical visitor profile is estimated for the market area.
The expected profile can be modified by aggressive marketing
techniques which include conferences, . special events and
friends and family packages.

Irip Purpose ’
Average and Expected for Abilene, Kansas

Ave Abilene
Tourist or Leisure 32.3% ) 35%
Business or Transient 37.4 .35
Meeting or Conference 12.7 10
Local Meeting or Event 12.4 10

Other or Personal 5.2 10
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REGIONAL, AND LOCAL MARKET TRENDS

3

The location of the Abilene within Dickinson County, and of
the county within the state of Kansas will greatly affect the
future of the city. Abilene had population declines, yet has
been growing slowly since 1990. The comprehensive plan calls
for coordinated growth and dé%elopment to make efficient use
of limited resources. Economic development efforts should
focus on expansion of the retail and service infrastructure
to increase market pull and improve revenue capture. Existing
tourism and access to the I-70 corridor should be leveraged
to stimulate enhancement of the built environment.

Economic diversification should be used to increase overall
_ market yield Mproqidg‘newne%gloyment and grow tax base. To
attract and” retain™qUality™ obs and “&T1educated “workers,
the recreation and community amenities need to be enhanced.
Growth of business and industry can provide the needed tax

base to support enhancements. ‘

Great Plains Overview (Woods & Poole, Washington D.C.)

The Great Plains consists of Iowa, Kansas, Minnesota,
Missouri, Nebraska, South Dakota and North Dakota. According
to Woods & Poole, Washington D.C. 2007, the region can expect
population and employment growth below the national average.

ke

Growth Proijections

Population growth 0.77% per year
Employment growth 1.29% per year

The net growth of population hides the fact that of the 416
counties within the Plains, excluding Minnesota and Missouri,
only six counties in North and South Dakota are expected to
have population growth of over 10,000 between through 2030.

Many of the counties within the Great Plains have steadily
lost population for over 50 years. Most of the counties
experiencing the greatest losses have been and will be rural,
and are agriculturally oriented. Overall, farm employment on

the Great Plains decreased 31.4% from 1970 to 2005. By the
year 2030 the total declimne is projected to reach 34% with a
total loss of over 266,000 jobs.

Throughout the Plains, total farm employment is expected to
continue to decline. While farm employment is declining, farm
output and productivity are increasing. Advances in farming
methods and technology will provide more production from
fewer workers. The growth of the metro areas of the Great
Plains will depend on farm output, not farms.
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Farming is an "export industry" for the regional economy and
because of this fact, farm income creates demand for local
retail products and services. A drop in farm employment can
create declines in demand for retail, services and finance.
As a result, economic strategic plans should call for offset
of farm job loss with other export industries.

Counties which have experienced farm employment declines are
projected to continue to experience declines through 2030.
Opportunities exist for "value added" product manufacture and
some communities can become processing centers for farm
output or a distribution center. Manufacturing employment,
including food processing is projected to increase 10.7% from
2002 to 2030. During this period, good economic development
opportunities will exist in all areas of food processing

{(primary, secondary and derivatives).
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Most of the MSA‘s and immediately adjacent counties within
the Plains are projected to grow through 2030. Firms are
moving into the MSA’s due to available land and skilled
labor. Most MSAs have diversified economies and are regional
economic centers. Agricultural product processing, transport,
distribution and logistics are viable activities. These
economic centers can be further strengthened by enhancement
of the retail and service industry infrastructure, cultural,
recreation, entertainment and education amenities.

State Market Trends

Kansas is the heart of the heartland and has experienced
large cultural, economic and demographic shifts. The state
has a history of colliding cultures and dramatic economic
change. The instability came from rural economies defined by
agriculture and related employment. Boom times were often
followed by a bust.

Today, the MSAs 1in Kansas are diverse, thriving regional
economic centers while many ‘%f the rural communities within
the state continue to struggle. For many, tourism and the
rich history of the state provide a readily accessible and
powerful economic stimulus package. Earned revenues can be
leveraged with community funds and financial incentives to
stimulate the investment required to create a more diverse
and stable rural economy.

While often not taken seriously in rural economic development
plans, tourism is one of the state’s most valuable assets.
In the emerging world market, the plains adventure and
settling of the west are as unique as the medieval castles of
Europe. Kansas represents a truly "American experience". As
China continues to become a driving force in world tourism,
the cowboy culture is likely to thrive. Kansas has much of
the history of the American Wild West.
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While the west shares the cowboys, cattle drives, rodeos,
stagecoaches, ranches and prairies, Xansas 1is inseparable
from this uniquely American adventure. Kansas is the home of
the cowboy boot and the source of the Chisholm and Sante Fe
Trails. Books such as "Cowboys and Kansas; Stories from the
Tallgrass Prairie”, tell about farming, ranching, and the cow
towns depicted in countless movies.

The natural geography of Kansas presents a beauty which is
unique and incomparable. The tallgrass prairies, the Flint
Hills and fossil laden plains present sustainable points of
difference which are becoming more wvaluable with time.

Kansas is alsoc a good home for Wildlife,,with ample rural

habitat. The state is one of the top 3 for pheasants and also
has quality deer and, antelope populatlons.‘There are several
recreational Takes™“5Hd re&&¥oirs whith™aYe well used. “The
communities next to these recreational sites need to brepare
infrastructure for recreation and tourism based economies.

For all tourism areas, the easiest way to grow revenue is to

grow frequency of visitation and increase the length of stavy.

Rural Kansas will be increasinglv popular for persons in high
pressure jobs and those experiencing hurrv sickness from the
ever increasing pace of life in urban centers. In rural
areas, the blend of adventure and new opportunlty which was
historically part of the rural experience remains.

In many ways, the small business economy is more prevalent in
rural areas. As a result, strategies for rural economic
development are different than those used for urban centers.
Collaboration and partnering replace direct competition and
duplication. Bottom up economic development methods are more
effective than top down methods. Assets to leverage include
the rural lifestyle, natural beauty and safety.

Knowledge based industrial development will allow many to
live in a rural environment while exportlng products and
services throughout *the state, region, country and world.
Economic development strategies should recognize and build on
this opportunity. :

Dickinson County

Dickinson County has experienced past population decline yet
is now experiencing slow, steady growth. Continued employment
growth will likely drive population lnoreases in the future.

The jobs factor which compares the strength of the county to
the average U.S8. county of the same size (based on jobs per
1,000 populatlon) For Dickinson Couaty, it grew from 1.41 in
1985 to 1.55 in 2007. The rate of growth is accelerating and
the factor is projected to be 1.60 by 2010.
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The jobs factor depicts the relative strength of employment
within the market. Dickinson County has 55% more total
employment than the average county of it’s size (based on a
common size comparison per thousand population).

According to Woods & Poole (Washington D.C. 2007), Dickinson
County can be expected to experience an average annual
population growth of +0.05% through 2015. The average annual
growth for all of the U.S. is 0.98%. The predicted growth
follows declines experienced in the 1980s and 1990s.

Employment in Dickinson County is projected to grow at a rate

which is +0.66% through 2015. The average annual employment
growth for all of the U.S. is 1.40%. (Woods & Poole, 2007)

' DickindBH countiarowth Préjections

2000-2030
Population growth © +0.13% per year
Employment growth +0.85% per year

County Population Trend

1980 20,130
1990 18,930
2000 19,370
2010 19,400
2020 19,670

Dickinson County

1980-00 2000-2015

Population Growth -0.19% +0.05%

Employment Growth +0.26% - +0.66%
The employment trend profile below shows declines in farm
employment and six other categories. Growth is forecasted
for most categories by 2010. The highest employment growth
rate has been recorded for retail, services and government.

Employment can be a cause and effect of population growth.
Jobs can cause relocation to the market. Increased population
in turn can drive employment. Growth in retail and service
jobs is often correlated with growth of total employment,
population, visitation and tourism. Continued employment
growth can provide the basis for increased retail spending.
Transient, tourist and visitor spending can accelerate the
basic growth rate, increasing overall market yield.
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Total Employment Trend
_ Dickinson County
Numbers as Thousands of Jobs
County Employment 19,380 (2007)

1985 1995 . 2007 2010 Trend
Total Population 19.09 16.57 19.38 19.40 +
Total Employment - 9.09 10.02 10.14 10.51 +
Jobs Factor 1.41 1.51 1.55 1.60 +
Farm Employment ) 1.35 1.09 1.03 1.01 -
Non-Farm Ag Service 0.13 0.21 0.37 0.39 +
Mining 0.13 0.08 0.06 0.06 -
Construction 0.47 0.42 0.42 0.44 +
Manufacturing . 0.53 1.14 . 1.61 1.69 +
Trans, Com, UtilT#y = 09%2 ' 0.46°7%0.34 0.34 -
- Wholesale 0.38 0.53 0.37 0.39 -
Retail : 1.31 1.98 1.89 1.97 -
Finance/Ins/Real Est 0.48 0.40 0.36 0.38 -
Services 2.42 - 2.06 1.79 1.82 -

Government 1.37 1.65 1.90 2.02 +
source: Woods & Poole, Washington D;C. 2008

The economic trends can also be studied in dollars instead of
jobs. A study in dollars, by category can help identify
strengths or weaknesses and suggest areas for development.
The fiqures presented in the chart are expressed in 2004
dollars. The use of constant dollars negates the inflation
effect and allows true growth to be studied.

Overall, inflation adjusted retail sales have increased 52.1%
from 1985 to 2007. The inflation adjusted annual growth from
2007 through 2010 is projected at 0.97% and 2.90% overall.
The strongest growth has been in food stores and eating and
drinking places.

The retail sales pattern for ‘Dickinson County reflects steady
growth of the economy. Retail sales are most often driven by
population growth, increased employment and the improved
strength of the county in terms of retail and service pull
and revenue capture. Categories with 1little or no growth
suggest opportunities for development.

Dickinson County has gained retail sales, largely due to
population growth, improved market pull and increased revenue
capture. Economic development planning in the county should
continue to focus on improvement of the retail and service
infrastructure and removal of development impediments by
providing facilitated financing and other incentives.

EP4.28



County Retail Sales Patterns

source: Woods & Poole, Washington D.C.,

Total Retail

Bldg Materials
Gen Merchandise
Food Stores

Auto Dealers

Gas & Service
Apparel )
Home Furnishings -
Eating & Drink
Drug Stores

Misc Retail

Dickinson County °

Millions 2004 Dollars

1985
5 mil

109.68

7.50
8.33
28.60
18.57
21.30
2.79
“iligy
10.12
4.14
6.50

note: All figures

"congtant do

llars"”

1995 -
S5 mil

137.10

5.80
9.16
26.74
54.00
16.68
Oe. 78
;@:zc&?‘iﬁ'ﬁég; 2 2
11.59
4,14
6.00

2007
5 mil
166.85
9.10
8.40
30.01
62.41
23.72
0.54
14.68
6.66
8.56

are presented as

The retail sales

in constant dollars

2008

201
S mil

171.76

(=}

I_.l

9.40
8.78
30.26
64.19
24.62
0.55
2.82
15.28
6.99
8.86

2004 dollars
. representing true growth. $ Chg may
be a rounded figure. :
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are measures of the

efficiency of the market to attract and capture revenue. The
overall totals are a function of resident spending, business
transient and tourism spending. Growth of household income .
and number of households are the drivers for resident retail

spending.

Mean Houscehold Income

Trend In Congstant Dollars

199¢ 2000 2010 $ Chg
s 3 S 90 ~10
Mean Hshld Income 49,09 60,442 67,125 + 18,035
(constant $§ = 2004)
Retail Sales Péer Household
Trend In Constant Dollars
1990 2000 2010 5 Chg
S 8 s 90 -10
Retail $/Hshld 15,233 19,686 © 20,822 + 5,589
(constant $§ = 2004)
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Constant Dollar Amnalysis - Based on constant dollar analysis,
Dickinson County is growing in terms of household income and
is growing slowly in terms of retail purchases.

The constant dollar analysis can identify the degree to which
inflation adjusted sales have increased. The observed growth
can be partly explained by employment growth, an increase in
total households, increased household income, market pull and
improved retail capture.

note: The retail sales per houschold increased 29.2%
and household income has increased 23.1% during the
period from 1990 to 2000.

Growkth by Category Analysis - Overall, retail sales have been
increasing since 1985 and growth is likely to continue. As
retail stores expaiid®and Héw’ stores’ opéi,” the critical mass
increases and will support increased market pull and improved
market capture. Categories showing growth will likely

continue to grow and the rate of growth may be accelerated by
greater variety and depth of offerings, increased service
industry development, tourism, visitation, improved market

pull and increased population growth.

note: While the resident population will limit the basic
demand for retail, improved attraction and capture of
transient and visitor revenue can continue to provide
economic growth.

Abilene Market Area

Abilene (pop 6,543 2000 Census) is the county seat and is an
emerging rural convenience center. The market area extends 5-
10 miles or more, depending on direction. Market pull is
limited to the west by Salina (pop 45,956} and to the east
by Junction City (pop 16,402). Abilene has a transitional
economy and good opportunities to serve the convenience
retail and service needs of* residents, business transients
and tourists. .

Abilene is located on the I-70 corridor which affords it
unigue opportunity to meet the needs of business and leisure
transients. A growing cluster located on the corridor has
helped improve pull from it.

Abilene has quality tourist destinations and recently has
experienced growth of retail and service infrastructure.
While the impact of employment at Fort Ripley is a positive
factor, in order to assure economic sustainability, continued
emphasis needs to be placed on achievement of a more diverse
economy. Economic diversification and grass roots economic
development are the best strategies to improve resiliency of
a rural market area.
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The primary market for Abilene is determined to be 5 miles
and the secondary market 10 miles. Despite the smaller
population, Abilemne serves a rural trade area of more than
12,000 residents. In order to improve revenue capture, the
retail and service infrastructure needs to be continually
expanded and upgraded. Retail pull depends on the number of
retail prov;ders and optimum revenue capture requires the
right mix of stores to be clustered. Retall slippage has been
documented in other studies.

The local market economy is not well diversified and the
existing strength comes from retail and services. Employment
is below average in four categories including manufacturing
and wholesale.

The 5 mile market area has akmoderate population (8,323)
which grew 4.16% frdfi 1990°¥5 '2000.  THe"“rate of population
growth was 5.02% within the 10 mile eecondary market area.
The prlmary market has a average household income of $49,789
which is about average for a rural community yet below the
average for the U.S.

note: Due to pasf population trends a decline in
population is projected on the Claritas report. This may
not actually occur if employment growth continues.

In order to optimize economic growkth, Abilene needs to
increase market pull by use of coordinated tourism promotion
and community based marketing to improve revenue capture.
Local and regional pull can be meroved through market
appropriate development of retail and service infrastructure.

Basic demand from area residents is limited by the number of
households, disposable income and shopplng patterns. Total
market yield can be improved by increasing the total number
of transients or visitors coming to or stopping in Abilene
and increasing the length of time they stay. Also, market
yield can be improved by prov1d1ng an increased range and
depth of high quality retail ‘items for residents, leisure and
business transients and retirees. Total retail and service
revenue will increase in proportion to each variable.

Infrastructure Importance

Economic growth and stability are limited when infrastructure
is lacking. Overall, the ability of a market to continue to
grow and sustain itgelf can bhe accurately predicted from the
level of infrastructure to gupport such growth.

note: While basic community infrastructure includes
gsewer, water and sireels, visitor infrastructure
includes retail and service businesses, recreation,
entertainment and access to transportation.
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The Abilene 5 mile market area has an above average total
employment level (based on employment per thousand
population). There are 18 manufacturing locations (SIC 20-39)
with 321 employees and annual revenues of $35.2 million.
There are 113 retail locations (SIC 52-59) with 1,825
employees and estimated annual revenues of $178.9 million.

The downtown district and highway service cluster should be
continually developed to improve market pull and increase
revenue capture. Lodging, foodservice, special events, retail
and services can be important components of a market strategy
for growth. Arts, culture and entertainment are valuable when
trying to revitalize downtown and build a more vibrant and
economically sustainable community.

“Clitical"8liccess rFadtby -

Efforts should be made to organize, support and market
compatible businesses which can improve market pull and
increase retail and service dollar capture.

Possible ﬁiqhwav Service Cluster Components
(components can be in the cluster or nearby)

{(some already exlist)

Lodging - all price tiers available
Foodservice options - bistro, casual and fine dining
Retail - foods and beverages
Special events - business, group or family
weddings, re-unions, events

Visitor services - travel center w/c-store,

, visitor info center/kiosks
Travel Center ~ located on 1I-70 corridor

For lodging adjacent to I-70 is important to improve revenue
capture. For transients and commuters, time savings and
convenience will keep most transients close to the corridor.
However, overnight gquests will often gravitate toward the
downtown after check in.

Economic Development Goal
Leveraqge Visitor, Transient and Tourist Dollars

Project unique community image and positioning
Enhance and promote Abilene as a "destination”
Leverage cultural and historical amenities
Leverage I-70 lodging to increase overnight stays
Increase total time spent in Abilene

Become "self referring" to improve revenue capture
Promote the downtown as a walkable destination

Use coordinated market promotion to increase pull
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note: It may take years to complete the infrastructure
needed for optimum market pull and revenue capture.

For optimum impact, the downtown district should be designed

to attract and retain area residents, -transients, visitors
and tourists.

Critical Success Factor

Additional lodging development needs to be supported by
destination marketing and a strateqy to increase demand
from visitors, tourists, area residents and businesses.

Chamber of Commerce Recommendatlons e o
X ”“wz*y . AR R

Many communities do not have a fully functional Chamber of
Commerce. A functional Chamber of Commerce and an Economic
Development Commission (EDC) are the .basics required for
growth. Abilene has an active Chamber of Commerce and Tourism
Council.

note: A Visitor Guide is published which is very well
written, informative and with lots of pictures. The
lodging portion of the guide should be expanded to
include number of rooms, amenities and price range.

The Visitor Guide should be available at the Chamber of
Commerce, all lodging establishments, restaurants, c-stores
and at an I-70 travel center. Kiosks can be used for 24 hour
access. )

Abilene needs to position itself uniquely within the county
and region using local attractions, history, culture and
natural resource amenities. Other destination developments
and marketing should be used to complete the retail and
service infrastructure and revitalize the downtown district.

As Abilene grows, a crltlcal part of infrastructure required
for growth is a well structured Chamber of Commerce with
functional committees to drive and support economic
development.

Fully functional chambers can be established for communities
as small as 600 persons, yet are often lacking in communities
of up to 100,000 in population. In terms of the Chamber of
Commerce, the difference between small communities and larger
ones is not the number of tasks, but rather the number of
people to accomplish those tasks.

To best facilitate growth, the Chamber of Commerce should

use specialty areas within the chamber to work on specific
areas of service and development. Each area should have
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funding sources, distinct areas of expertise and functional
areas of responsibility. While the director may be full time,
many other positions can be part. time or even volunteer.

In markets such as Bbilene, separate groups should be used to
handle the functions of business support services, economic
development, tourism and community event planning. Each
functional area 'should be staffed by those volunteers who
have interest in and can best beneflt from progress and the
possible positive outcomes.

Recommended Chamber of Commerce Specialty Areas

Economic development council (EDC or EDA)
Business development center (BDC or SBDC)
Tourfsm and™ M sitor prémbtion (CVB) ;
Special event committees.

Micro-business Alliance (MBA)

Downtown development alliance (DDA) or (DDC)
Main street alliance {Main Street USA)
Retail network (RNET)

Manufacturer’s network (MNET)

Home business alliance (HBA)

Education services for members

Community beautification

The Executive Director of the Chamber of Commerce should act
as a coordinator, however, most of the work and funding
should come from those who participate, out of self interest
or the desire to see the market area continue to improve.
Tourism and community visitation need to be embraced as an
important part of the economic and strategic development
plan.

The Chamber of Commerce activities, success and support are
critical to the performance of lodging in Abilene. The keys
to market and economic growth are continued efforts +to
increase market pull, improve capture, coordinated market
promotion, special event management and group sales.

Critical Success Factor

To properly yield the Abilene market area, the Chamber
of Commerce should track, analyze and utilize wvisitor
information. Inquiries, conversion rates and expenditure
or impact data should be "used to prepare an annual
market yield study.

The future of the market area 1lkely holds continued growth
and change as the retail and service infrastructure continues
to develop. Despite past population decline and slow growth,

continued population growth should be planned for.
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A strategy will be needed to facilitate sustainable economic
development without loss of & small town feel. Comprehensive
planning, Smart Growth initiatives and master plans should be
used to guide re-development, development and enhancements.

Area Attractions, Activities and Events -

The Abilene market area has historical sites, cultural

diversity, unique geography, sports activities and recreation
options.

s

Area Attractions and Destinations
Local and Nearby Sites

{list is not exhaustlve)
R . Gl ?‘ihﬁ:f “

Abilene
Eisenhower Center (presidential library and museum)
Abilene & Smoky Valley Railroad Association
Dickinson County Heritags Museums
C.W. Parker Carousel (National Landmark)
Museum of Independent Telephony
Greyhound Hall of Fame
Historic homes
Seelye Mansion 1904 ,
patent medicine museum and gardens
Lebold Mansion
100+ early 1900s homes
Great Plains Theater Festival (Tletjens Center)
year round professional performances
Fashion Museum (clothing trends)
American Indian Art Center (100% native American art)
Historic Post Office Block
0ld Abilene Town and Museum
Russell Stover Factory and Outlet (industrial tourism)
Bow Studio and Gallery
Antique shops
Specialty and gift stores

Area Events
(list not exhaustive)

CKS Failr
Wild Bill Hickok PRCA Rodeo
Western Heritage Festival
Community Events

note: Events shown are some of those deemed capable of

generatlng destination tourist traffic. Other events
exist.
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The Primary Market

For new lodging in Abilene, the primary market area is
determined to include a 5 mile radius and the secondary
market a 10 mile radius, more or less in some directions.
Abilene is an emerging rural convenience center, access point
to the county and potential site for commercial, industrial,
historical and cultural development.

Within the primary market area, population is 8,323 and in
the secondary market the population is 12,002. Between 1990
and 2000, the population within the 5 mile primary market
grew 4.16% and within the 10 mile secondary market 5.02%.

The pattern in the number of households in the primary market
area also reflects a . growth trend. Between 1990 and 2000 the
number of household&™in th&"“E¥mile market® increased +7.66% to
3,560 and within the 10 mile market increased 7.82% to 4,956.
The more rapid growth of households than population indicates
a change in household size.

Population Trend -

1990 2000 2008 (est)

Abilene 8,030 8,364 8,323
5 mile market '

source: US Census, Updates and Projections, Claritas

Average household income in the market area is currently
$49,789 and the median is $42,756. The household income level
is average for a market area of this type and is 57.8% of the
U.S. average. )
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Market Area Emplovment Profile

The Abilene market area (5 mile) has above average total
employment for it’s size, yet is below average in four of

the categories. Currently, the business and industry profile
is strongest in services and retail.

Employment Profile
n= 526 businesses (5 mile radius)
4,968 employees

EMPLOYMENT PROFILE COMPARYSON TO U.S. AVERAGE employment . wks

ibilene, Kansas
Market Rrea (5 milsg)

Inputs 8,364 8.364
Jobs Per  Potential  Actual Variance
1,000 Pop dobs Jobg
RETAIL 72 602 1,696 1094
FINANCE/INS/REAL ESTATE 31 259 191 -6
SERVICES 76 636 1,737 1101
AGRICULTURE 12 100 103 3
MINING 3 25 0 -25
CONSTRUCTION i8 151 185 34
MANUFRCTURING 67 580 261 =299
TRANS, COMMUN, UTILITY 21 176 277 101
WHOLESALE 23 192 113 -79
GOVERNMENT 15 125 4G5 280
Totals 2827 4,968
Jobs Factor 1.76
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. Radius 1: CENTER OF ABILENE, ABILENE, K8, aggregate
Radius 2: CENTER OF ABILENE, ABILENE, KS, aggregate

6.00 - 5.00 miles

0.00 - 10.00 miles

Prepared For: Business Plans Efc.

@ 20068 CLARITAS INC. All rights reserved.

Prepared By:

D ipti
eseription Radius1 % Radius2 %
2013 Projection 8,301 12,073
2008 Estimate 8,323 12,002
20006 Census 8,364 11,971
1996 Census 8,030 11,399
Growth 1990 - 2000 4.16% 5.02%
2013 Projection 3,576 5,012
2008 Estimate 3,560 4,956
2000 Census 3,527 4,883
1990 Census 3,276 4,529
Growth 1990 - 2000 7.66% 7.82%
8,323 12,002
White Alone 7,860 9444 11,405 95.03
Black or African American Alone 118 1.42 121 1.01
American Indian and Alaska Native Alone 30 071 78  0.65
Asian Alone 34 041 42 .35
Native Hawaiian and Other Pacific Islander Alone 0 0.00 ¢ 0.00
Some Other Race Alone 80  1.07 129  1.07
Two or More Races 164 1.97 226 1.88
8,323 12,002
Hispanic or Latino 299 359 380 3.17
Not Hispanic or Latino 8,024 9641 11,622 96.83
3,560 4,956
Owner Occupied 2,583 72.56 3,692 74.50
Renter Occupied 977 2744 1,264 2550
2.30 2.38
Prepared On: Thurs Oct 30, 2068 Page 1 Of 3 Claritas Tech Support: 1 800 866 6511 s R
CLARITAS Project Code: 3506693 ITERLEPORTS



Radius 1: CENTER OF ABILENE, ABILENE, KS, aggregate
Radius 2: CENTER OF ABILENE, ABILENE, K8, aggregate

Description

0.00 - 5.00 miles

0.00 - 10,00 miles

Y

Radius 1 % Radius 2 %

3,560 4,956
Income Less than 315,000 502 14.10 653 13.18
Income $15,000 - §24,999 487 13.68 618 12.47
Income $25,000 - $34,999 428 12.02 583 11.76
Income $35,000 - §49,999 703 19.75 960 19.37
Income $50,000 - $74,999 826 23.20 1,215 2452
Income $75,000 - $99,999 353 992 526 10.61
Income $100,000 - $149,999 201 5.65 312 630
Income $150,000 - $249,999 46 1.29 60  1.21
Income $250,000 - $499,999 11 031 23 046
Income $300,000 and over 4 01 6 0.12

$49, 789 $51,885

$42 756 $44,748

321,687 $21,750

W Prepared On: Thurs Cct 36, 2008 Page 2 of Claritas Tech Support: | 800 866 6511

SireReports

LAY T.AS Project Code: 3506693

Prepared For: Business Plans Etc.

© 2008 CLARITAS INC. All rights reserved.




Radius I: CENTER OF ABILENE, ABILENE, KS, 0.00 - 5.00 Miles, Total

Business Description -

Industries (Private Sector)

Industries (Government and Non-Profi))*

Building Matls and Garden Supply

General Merchandise Stores

Auto Dealers and Gas Stations

Apparel and Accessory Stores

Horme Furniture, Furnishings and Equipment
Eating and Drinking Places

Miscellaneous Retail Stores

Bank, Savings and Lending Institutions
Security and Commodity Brokers

Insurance Carriers and Agencies

Trusts, Holdings and Other investments

Total
Establishment Employees Per Establishment

526 4,968 9
392 3,837 10
134 1,131 &
17 103 6
0 0 5
35 185 5
14 261 19
32 277 9
14 113 3
99 1,696 17
100 25
6 842 144
10 160 16
15 i19 g

5 11

7 25
23 338 15
29 101 4
48 191 4
11 92 8
7 27 4
10 25 3
20 47 2
0 0 ]

; Prepared On: Thurs Oct 30, 2008 Page
145 Project Code: 3506693

Prepared For: Business Plans Etc.

Claritas Tech Support: | 800 866 6511
© 2008 CLARITAS TNC. All rights reserved
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Radius 1: CENTER OF ABILENE, ABILENE, KS, 0.00 - 5.00 Miles, Total

Total Total Employees
Business Description Establishment Employees Per Establishment
e 208 1,737 8
Hotel and Other Lodging 7 47 7
Personal Services 52 162 3
Business Services 29 112 4
Motion Picture and Amusement 13 87 7
Health Services 24 568 24
Legal Services 6 24 4
Educational Services 14 359 26
Social Services 23 220 10
Misc, Membership Orgs and Nonclassified 40 158 4
59 405 7
CY Population 8,323
CY Residential Pop per Business 16
CY Households 3,560
CY HHs per Businesses 7
Prepared Oa: Thurs Oct 30, 2008 Page 2 Of 5 Claritas Tech Support: 1 800 866 6511 -
SireReporrs
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Radius 1: CENTER OF ABILENE, ABILENE, KS, 0.00 - 5.00 Miles, Total

Sic Total Total Sales Establishments

Code  Business Description Establishment Emplovees  (in Millions) 20+ Employees

TOT  All Industries 526 4,968 497.3 45
MAN  All Manufacturing (SIC 20-39) 14 261 30.6 4
RET  All Retailing (SIC 52-59) 9% 1,696 155.5 14
ADM  Public Administration (SIC 90-97) 59 405 0 2
I Agricultural Production - Crops 1 3 2 0
02 Agricuitural Production - Livestock 2 16 2.6 o
07 Agricultural Services 14 84 3.6 I
08 Forestry 0 0 0 0
09 Fishing, Hunting and Trapping 0 0 0 0
10 Metal Mining 0 0 0 0
12 Coal Mining 0 0 0 0
I3 Oil and Gas Extraction 0 0 0 0
14 Mining NonMetalics, Except Fuels 0 0 0 0
15 Building Construction and General Contractors 10 44 14.4 0
16 Heavy Construction, Except SIC 15 5 73 8.3 1
17 Construction-Special Trade Contractors 20 68 12.5 0
20 Food and Kindred Products 3 54 10.9 2
21 Tobacco Manufacturers 0 ¢ 0 G
22 Textile Mill Products 0 0 0 o
23 Apparel and Other Fabric Products 1 1 .1 0
24 Lumber and Wood Products, Except Furniture i 14 22 0
25 Furniture and Fixtures 0 0 0 0
26 Paper and Allied Products 0 0 Y 0
27 Printing, Publishing and Allied Industries 3 29 1.4 1
28 Chemicals and Allied Products 0 0 0 0
28 Petrolezm Refining and Related Industries 0 0 0 0
30 Rubber and Misceilaneous Plastics Products 0 0 0 0
31 Leather and Leather Products 0 0 0 0
32 Stone, Clay, Glass and Concrete Products 1 7 Ry 0
33 Primary Metal Industries 0 0 0 0
34 Fabricated Metal Products 0 0 0 0
35 Industry and Commercial Machinery and Computers 3 150 14.6 1
36 Electrical and Electronic Equipment(Ex. Computers) 0 0 0 0
37 Transportation Equipment 0 0 0 0
38 Measuring and Analyzing Instruments 0 0 0 0
39 Miscellaneous Manufacturing fndustries 2 6 5 0
40 Railroad Transportation 2 2 0
4 Local, Suburban and Interurban Transportation 2 42 1.7 1
42 Motor Freight Transportation and Warehouse 10 85 9.7 0
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Radius 1: CENTER OF ABILENE, ABILENE, KS§, 0.00 - 5,00 Miles, Total

SIC Teotal Total Sales Establishments

Code  Business Description Establishment Employees {in Millions) 20+ Employees

43 U.8. Postal Service 1 25 .1 1
44 Water Transportation 0 0 0 Y
45 Transportation by Air 1 2 2 0
46 Pipe Lines, Except Natural Gas 2 3 .6 0
47 Transportation Services 1 4 1.3 O
48 Communication 8 63 4.6 1
49 Electric, Gas and Sanitary Services 5 51 6.0 1
50 Wholesale Trade-Durable Goods G 85 17.5 1
31 Wholesale Trade-NonDurable Goods 5 28 7.5 O
52 Building Materials, Garden Supply and Mobile Homes 4 100 17.2 ]
53 General Merchandise Stores 6 842 54.1 4
54 Food Stores 10 160 223 1
55 Automobile Dealers and Gas Service Stations 15 119 31.9 2
56 Apparel and Accessory Stores 5 11 7 0
57 Home Furniture,Furnishings and Equipment 7 25 3.9 0
38 Eating and Drinking Places 23 338 16.3 6
59 Miscellanecus Retail 29 101 9.3 0
60 Depository Institutions g 87 244 2
61 NonDepository Credit Institutions 3 5 1.4 0
62 Security and Commodity Brokers and Service 7 27 43 0
63 Insurance Carriers 1 4 1.0 0
64 Insurance Agents, Brokers and Service 9 21 5.0 0
65 Real Estate 20 47 6.8 0
67 Holding and Other Investment Offices 0 0 0 0
70 Hotels and Other Lodging Places 7 47 2.0 1
72 Personal Services 30 84 43 0
73 Business Services 19 77 9.8 1
75 Automobile Repair, Services and Parking 18 70 4.1 0
76 Miscellaneous Repair Services 4 8 .8 0
78 Metion Pictures 1 6 5 0
7% Amusement and Recreational Service (Ex. Movies) 12 81 6.3 0
80 Health Services 24 568 55.9 2
81 Legal Services 6 24 4.4 0
82 Educational Services 14 359 61.0 8
83 Social Services 23 220 15.4 4
84 Museums, Art Galleries, Zoos, Etc. 8 32 1.1 0
86 Membership Organizations 30 115 9.1 0
87 Eng, Acct, Research and Mgmt Related Services 10 35 34 0
89 Miscellaneous Services 1 3 2 0
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Radius 1: CENTER OF ABILENE, ABILENE, K8, 0.00 - 5.60 Miles, Total

SiC Tetal Total Sales Establishments
Code  Business Description Establishment  Emplovees  (in Millions) 20+ Employees
91 Exec., Leg. and Gen. Govt. (Except Finance) 26 135 0 0
92 Justice, Public Order and Safety 14 152 0 2
93 Public Finance, Taxation and Monetary Policy 1 8 0 0
94 Administration Of Hurnan Resource Programs 4 22 0 0
93 Admin. Of Environ, Quality and Housing Programs 7 35 0 0
96 Administration Of Economic Programs 5 42 0 0
97 National Security and International Affairs 2 11 0 0
99 NonClassifiable Establishments 1 8 0 0
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Radius 2: CENTER OF ABILENE, ABILENE, KS, (.00 - 10.00 Miles, Total

Total Total Employees
Business Description Establishment Employees Per Establishment

Industries (Private Sector) 464 4,745 10

Industries (Government and Non-Profit)* 170 1,423 8

21 116 6

1 1 1

43 214 5

18 321 18

41 323 8

21 583 28

113 1,825 16

Building Matls and Garden Supply 4 100 25

General Merchandise Stores 6 842 140

Food Stores 11 175 16
Auto Dealers and Gas Stations 22 172

Apparel and Accessory Stores 5 11 2
Home Furniture, Furnishings and Equipment 9 41

Eating and Drinking Places 26 381 15

Miscellaneous Retail Stores 30 103 3

A 60 234 4

Bank, Savings and Lending Institutions 15 118 8

Security and Cormunodity Brokers g 28 4

Insurance Carriers and Agencies 11 33 !

Real Estate 26 55 2

Trusts, Holdings and Other Investments 0 0 0
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Radius 2: CENTER OF ABILENE, ABILENE, KS, 0.00 - 10.00 Miles, Total

Total Total Employees
Business Description Establishment Employees Per Establishment
- 250 2,053 8
Hotel and Other Lodging 8 58 7
Personal Services 60 175 3
Business Services 30 141 5
Motion Picture and Amusement 15 96 6
Health Services 25 623 25
Legal Services 6 24 4
Educational Services 27 502 19
Social Services 27 253 9
Misc, Membership Orgs and Nonclassified . 52 181 4
66 498 8
CY Population 12,002
CY Residential Pop per Business 15
CY Households 4,956
CY HHs per Businesses &

Prepared from Claritas Business-Facts which includes data from infoUSA.

* Industries (Government & Non-Profit), or the Public Sector, includes Public Administration , Museums, Educational, and Social

Services. All the rest of the Industries are the Private Sector,
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DEMAND LEVEL AND COMPETITION

The Abilene 5 mile market area has a smaller population yet
the 10 mile trade area includes nearly 12,000 residents. The
level of employment™ is above average and yet the household
income remains below average. Abilene is an emerging rural
convenience center and the proximity to I-70 provides easy
access for residents and transient. Destination tourism has
created lasting positive economic impacts.

note; While the level of basic demand in the primary 5
mile market area is limited by the population and
constrained by income levels, the destination retail,
transient, tourist and visitor demand is not.
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US Population Growth will Drive Lodging Demand

Population growth will drive travel, room night sales and
lodging development. Drive destinations, vacation areas and
resorts will continue to create isolatéd pockets of demand
within a 300 mile distance of major population centers.

By 2000, America’s population exceeded 281 million. By 2050,
the population is projected to increase 47%. Per capita
consumption of many goods and services is increasing as a

result of a fundamental change in the type of consumer. In-

many areas, travel, tourism, recreation and activity oriented
tourism will continue to drive lodging sales.

- Lodging demand is driven by population growth. The propensity
to travel is influenced by age and income. Educational status
and occupation tend to influence the type of trip, distance
travelled and total trip expenditures. A variety of lodging
options are needed along with mixed use developments. There
is growing popularity of time share purchases for active and
mobile, young professionals. Baby boomers and Generation X

now represent the majority of business travellers and

expectations reflect changed values and some new priorities.

US Population Projection

(numbers in 1,000’s)

2000 2010 2015
Population 282,798 298,862 312,268
Median Age 36.3 37.2 37.3
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Market Development tage

The 5 mile primary market area around Abilene may be drawn to
town due to convenience of consumer retail, a need for
services, recreation, entertainment or special events. The
community will also_draw from under-served areas outside the
primary market ring. The community is a long standing tourism
destination and has significant historical, cultural and
general interest sites.

Average Household Income Comparison
source: Woods & Poole Economics, Washington D.C.

U.85. Ave Plains 5 mile Mkt
“ave Hshid IncSRe™ sset¥ S 579 EEFY™ ~  sa9,789

The 5 mile market population has grown through the 2000
Census and growth of employment will llkely continue to drive
growth of households.

Abilene Strengths and Weaknesses

Strengths
Employment growth and number of jobs

government, retail, service
Unique historical and cultural amenities
Emerging rural convenience center
Some specialty and destination retail
Retail and service employment
Downtown re-development planned

Weaknesses i
Slow population growth
Below average income
Low manufacturing employment
Lack of meeting and conference space
History of sub-standard lodging options

Upside Potential
Only 40% of tourism lodglng potential captured
Continue efforts to diversify the economy
Fuel prices will favor local retail purchases
Fuel prices will favor regional destinations

Challenges
Fuel impact on tourism (short term)
Business and manufacturing recruitment
Destination marketing needs
special events, tourism, business and industry
Economic slowdown and possible recession 2009/10
Market has history of below average ADR
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The Lodging Situation
H

Currently, the Abilene market has 295 hotel/motel lodging
rooms with 68% branded. The market has 305 rooms total
(includes B&B). For mid-priced lodging, the competitive set
consists of the Holiday Inn Express. The Best Western has
been converted to a budget brand (America’s Best Value). A
lodging gap is calculated by price tier.

Abgsorption Rate for New Rooms

The absorption rate for new rooms depends on market slippage,
growth in population, employment growth, trends in community
visitation, highway transient traffic capture and tourism
pull. Based on current population and %ﬂglgyment trends, the

Todging gap® was "&BTctlatdd™* FEE% 2007 “B4 edtimated through*

2022. The gap determination is based on a 5 mile market area
and population of 8,364 with existing wvisitation and tourism
could reasonably support 279 (low) to 418 (high) rooms.

Lodqing Gap Estimate
Total Lodging Reooms Justified
Abilene 5 mile Radius
Current # Hotel/Motel Lodging Rooms = 295

2007 2012 2017 2022

Base Population 8,364 8,531 8,702 8,920

Annual Growth +0.40% +C.40% +0.50% +0.50%

Rms Factor Current 28 28 28 28

Rms Factor Low 30 30 30 30

Rms Factor High 20 20 20 20
Base Employment . 4,968 5,117 5,271 5,445

Annual Growth +0.60% +0.60% +0.66% +0.66%

Rms Factor Current 17 17 18 18
Rooms Demand

High Estimate 418 427 435 446

Low Estimate 279 = 284 290 297
Rooms Supply

Total Rooms 295 355 355 355
Rooms Gap

High Estimate 123 72 80 91

Low Estimate ( 16) -+ ( 71) ( 65) ( 58)

note: Mid-priced rooms (60) shown added in 2009/10

note: High estimate based on best case (includes

resident, business and capture of destination demand for

the Abilene market area). ILow estimate is based on
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Room Rates, Fluctuations and Market Comparables

Room rates were studied in the area by direct calls made to
lodging properties. Standard rates were sampled, seasonal
price fluctuations estimated and guest service for phone
inquiry was tested.-Business-census, tax return totals and
tax collections may have been used tc estimate the total room
nights sold (based on a welghted average daily rate) and
market revenue capture.

The market comparables suggest that the rates observed are
favorable for branded lodging in Abilene. WNew mid-scale
lodging would need to create a niche among established
mid-scale comparables. A value proposition needs to be
created by careful positioning, quality construction and

valued amenities. An attached conference and special event

| dent8rwould Provid® e sudPEABTe poidt B i fference

Seasonal price fluctuations occur in summer and prices for 4
summexr months (June through September) are usually higher and
those for the 3 winter months (January through March) are
usually lower than the shoulder seasons. With fall colors and
hunting, the rates for June through October are usually 15-
25% higher than for the shoulder seasons. Discounts come into
play for mid-week (10-15%) and business rates (10%).

Dlscounts need to be used carefully and an annual yield
analysis should be completed to optimize lodging property
performance. Overly aggressive discounting (20-50%) may lead
to increased occupancy, yvet can also lead to decreased market
yield and reduced lodging profit.

Quality management tries to avoid direct prlce competition.
The design of the property, amenities, services and other
factors need to be employed to make it unique. Direct price
competition would indicate a failure to differentiate and
properly market a new lodging establishment.

Abilene Motel Options
Prices are for Double Occupancy (December)

Competitive Set
Holiday Inn Express 72 units 785-263-4049
$78~%82 winter/$92 summer

Economy/Budget
Super 8 65 tvnits 785-263-4545
$65 winter/$77 summer .

Americas Best Value 65 units 785-263-2050
$56 winter/$66 summer

Note: Impulse roadside motels (2) 93 units
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Room Rates, and Average Daily Rates (ADR)

Room rates vary by price tier, season and discounts affect
the average room rate. The average daily rate (ADR) and
revenue per available room (RevPar) are key indicators of
marketing effectiveness.

The weighted average rate for the competitive set is $§78-$82.
The overall ADR is estimated at $63.41 and the total room
nights sold at 48,000 to 55,000 (all motels and hotels).

BAREET SEGMENT PROFILE seqment, wha
Mid-Scale Branded Lodaing

wv +  Bhilene, Kansas
run date 11/17/08

Sample Statistics

WTD Rate $64.,00 Room Count 295
Qcc Rate 54.00% Sample Size 100.,00%
Occupancy Low ADR Mid ADE High ADR

SEGMENT {%) {8) {8) 18)
Luzury £3.98% $229.34 $253.71 $279.09
Upzeale 54.57% 595.31 §105,90 §116.50
Hidprice w/o f&b 58.70% §71,14 §79.04 £86.94
Economy 54.00% 557,60 564,00 §70.40
Rudget 49,30% 545,94 851,05 §56.15

note: Sample is based on economy rates and indezed to other tiers.

Bagsic Rate Assumptlons

The average daily rate for the proposed property is adjusted
for market maturlty, discounts and complimentary stays. The
discount structure is taken from actual property samples, yet
the actual discount level and proportion of total sales
(PSTS) may vary by property and with management’s discretion.

Through the calculations and market comparables, there ig a
reasonable expectation that with good marketing and
manadgement, an average daily rate of $72.00 to $79.00 is
possible for the first year of operation.

Efforts should be made to increase the ADR to $86.00 within
the first 5 years. The weighted room rate assumes a mix of 6
singles, 20 Double Queens, 28 Double Kings, 6 King Suites (3
oriented to business or extended stay and 3 with whirlpools).

BP4.42
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ROOM TYPES AND PRICE TIERS BY SEASON

Determingtion of Welghted Average Rate

¥id-3ecale Lodging, Abilene,

run date 11/17/08

Room
Count
Room Type
Single Queen &
Nouble Queen/King 48
King Suite &

(ccupancy Rates
Single Queen
Double Queen/King
Fing Suite

Ocrupancy Rm Nis
Single Queen
Dauble Quaen/King

King Suite

Room Wight Summary
Single Queen
Double Queen/King
King Suite

Revenue Summary
Single Queen
Double Queen/¥ing
King Suite

rmmiz. wks
Kansas
Dff 0ff Seasen On On Season
Rate Honths Rate Honths
562 7 876 5
572 1 579 5
586 7 §11¢ 3
Off Season Off Season (n Season On Season
Occupancy ~ Months Occupancy Honths N
s A
45,00% 7 £4.00% 5
45.00% 7 6%.00% 5
40.,00% 7 58.00% 5
Off Season OFf Season On Season (n Season
Potential Actual Potential  Actual
1,278 575 913 584
10,220 4,599 7,300 4,964
1,278 511 913 529
12,775 5,685 9,125 6,077
Annual Anpual Anpual  Apnual
Actyal  Potential Occupancy RevPAR
1,159 2,19 52.92% £36,54
8,563 17,520 54.58% 541,78
1,040 2,199 47 . 50% §48.82
11,762 21,900 53.71% §41.56
Off Season On Season Annual Annual
Raevenue Revenue Revenue ADR
535,642 544,384 580,026 569
§331,128 3392,156  §723,284 876
543,946 562,981 5106, 927 5103
£410,716 $499,521  §910,237 §77.39
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Discounting Room Rates

The level of discounting can be expected to vary from 10-50%.
Overall, it is assumed that the standard corporate, group or
senior discounts will average 10% of rack rates.

RO0¥ DISCOURT HODEL rmpriesl . wks
¥id-Priced Lodging, Abilene, Xansas
run date 11710708

BASIC RATE HIX
Rack Fate 2DR  $83.80

YIRLD ACTOAL  PROFILE REIGHTED

RATE  DISCOUET  RATES  PS%S RATES
RECK 1 0,00% 883,80 0.35 §29.%3
ABRD 0,95 5.00%  487%.61 0,06 54,78
ABA 0,97 3.00%  §81.79 9,06 54.88
WALE-1N 0,98 2.00% 882,12 9,08 $5.57
CORP/THIRD PARTY 0.9 10.00%  §75.42 0.3 522,63
STATE RATE 0.8 20.00%  §67.04 8,03 §7.01
ED RATE 0.8 20.08%  %67.64 0.04 §2.68
KILITARY RATE 0.8 20.00%  $67.04  0.007 §0.13
EDUCATION 8.9 10.00% 875,42  0.009 §6.38
PRMILY EVENTS 0.95  5.00% 579,61 0.003 80,24
GROUP RATE 8.9 10.06% 47542 0.05 §3.77
BOUSE COMPS 0 100.00% 40,00 0.02 80,00

The Market Demand for Rooms

The market demand for rooms can be estimated a number of
ways. Like real estate appraisals, estimates often differ by
method, yet each can provide useful information.

For a feasibility study, it is mest useful to determine
whether it 1is “reesonable” for a market to support the
proposed lodging development. For a determination of what is
reasonable, national samples, factors and proprietary
research may be useful. Market strength or retardation needs

to be considered (sce comparison of US average to site under

consideration).
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Method #1 Aggregate Factor Prediction (5:mile market)

Based on a national sample taken by Cooper’s & Lybrand in
2005, there were 1,039 million room nights sold which equates
to 2,847,000 room nights sold per day. Based on a sample
population of 297,153,340, it can be concluded that on the
average a room night is sold for every 104 persons {resident
population). This factor estimation assumes that average
income and business levels exist (see comparison of US
average to site under consideration).

note: Based on a 1996 sample, this factor was 121 which
suggests that the population’s propensity to consume
rooms is increasing (as predicted).

Rodms ~ ¥ - oot BEsms - ReSident Population

Year Sold/Day Sold/Year Population Per/Rm Kt
2005 2,847,000 1,039,155,000 297,153,340 104.4
2004 2,734,000 997,910,000 294,197,260 107.6
2003 2,616,000 954,840,000 281,237,363 111.3
2002 2,578,000 940,970,000 288,277,467 111.8
2001 2,568,000 937,320,000 285,317,570 111.1
2000 2,658,000 970,170,000 282,224,370 106.2

sources: Smith Travel Research, Pricewaterhousecoopers

For the Abilene market area- (5 mile), a population of 8,364
could reasonably generate demand of 80 room nights per day
and 29,200 room nights per year. Recorded sales above this
level are due to business, employment, event, transient and
tourism effects.

Based on the same sample and a US total employment level of
160,198,700, it can be concluded that on the average a room
night is sold for every 68 employees.

For the Abilene market area (5 mile), and total employment of

4,968 a reasonable demand estimate would be 73 room nights
per day and 26,645 room nights per year.

Method #2 Aggregate Factor Prediction (countyv)

For Dickinson County, a population of 19,390 could reasonably
generate 186 room nights per day or 67,890 room nights per
year. Recorded sales above this leval are due to business,
employment and tourism effects.
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Method #3 Business Census and Tax Returns

In some cases, business census counts and sales by SIC code
can yield useful information. In the case of Abilene (5 mile
radius), SIC #70 includes 7 businesses earning $2.0 million
and within the 10 mile secondary market there are 8
businesses listed in SIC #70 earning $2.3 million in revenue.
SIC #70 includes hotels, all lodging, campgrounds and
membership organizations (even if not open to the public).

note: SIC #70 can also include food and beverage sales
made in a lodging establishment.

Market Area Lodging Revenue
Businesses (S Mill)
Secondary 10 mile 8 2.3

note: All of the hotel/motel lodging listed in this
report are assumed included in the 5 mile radius.

Method #4 Per Capita Factor Prediction (5 mile market)

Based on a per capita consumption factor of 3.4 roomnights,
the total lodging demand can be estimated from the market
area population (PricewaterhouseCoopers, BLS, Smith Travel
2004). For a market area population of '8,364 the room night
forecast is 28,438 (business and leisure).

Method #5 Travel Purchase Behavior

Hotel and Resort Industry research suggests that factors can

be used to predict travel by age group and total travel based
on population (daytime and nighttime). Travel Intensity
Factors can provide an estimate for room night demand, based
on population (daytime and nighttime). The factors represent

a mean response to known population and employment levels.

Travel Intensity Factors

business utilization 134 trips/1000 workers

friends & relatives utilization 96 trips/1000 residents

weekend getaway utilization 101 trips/1000 residents
Business Effect - Occurs when a business in the market

area uses the facility for incoming customers, vendors,
service persons or others. In some cases, industrial or
commercial tourism is also possible.
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Visiting Friends and Relatives Effect - Occurs when
residents are visited by friends and relatives.

Getaway Effect - Occurs when residents near the market

area use the lodging for a getaway night or weekend.
Requires pool, whirlpool, guality foodservice, special
events and entertainment options.

Roomnights Basic Demand
Based on Travel Factors
assumed ave length of stay 2.3 days
Market Area 5 mile Radius
Pop = 8,364 and Emplovees = 4,968

T Hig
.nggr?EPi&ﬁvpg sﬁﬂﬁ@mwi<%%§;a SR “.1 F PR
business estimate 1,531 2,297
friends & relatives est 1,847 2,770
getaway estimate 1,943 2,914
Basic Demand . 5,321 7,981

Method #6 Room Tax Method

There is a room tax for lodging establishments within the
city of Abilene. The tax was 5.0% and will increase to 6% in
2009. Based on a weighted average daily rate of $60 and 12%
exempt sales, it is estimated that occupancy is 45-50%. The
room night generation is estimated to range from 42,000 to
50,000. The actual occupancy could be higher due to non-
compliance and under~reporting. source: Abilene CVB

Year Transient Tax Revenue % Chng

2001 $ 101,830 $ 2,314,318

2002 109,361 2,485,477 + 7.4%
2003 111,432 2,532,545 + 1.9%
2004 108,739 2,471,341 - 2.4%
2005 109,319 2,464,523 + 0.5%
2006 118,826 2,700,590 + 8.7%
2007 121,008 2,750,182 + 1.8%

Method #7 Aggregate Statistical Data

Based on the U.S. Statistical Abstract, the National Travel
Survey (1998) and information from the Travel Industry
Association of America, a per capita (employee) business trip
estimate is 0.73 and a per household unit (2.4 person ave)
pleasure trip estimate is 1.45.
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Total Trip Potential
Based on Aggregate Market Data (5 mile radius)
Households = 3,560 and Employees = 4,968

Trip Type Factor Bstimate
Business trips 0.73 3,627
Pleasure trips 1.45 5,162
Trip Potential 8,789

note: Business estimate includes inbound transient,
staff meetings and sales.

Method #8 Estimate from Tourism Expenditures

! b e REESEL . . dlddedagiod - a

W fhad bl o b
Based on a study by Randall Marketing (2006), the total
impact generated by overnight visitors was $7.6 million. Of
the total, 50% was estimated to be spent on lodging. With an
adjustment for GED (12%), the lodging revenue is estimated at

$3,344,656. At a $65 ADR, this equates to 51,456 room nights.
The sampling method used was not.disclosed.

Motel/Hotel Room Night Estimates
Dickinson County (2006 visitor sample)

Lodging
Type Revenue ADR Nights
{S}) {3y {(#)
Motel/Hotel/B&B § 3,344,656 § 65.00 51,456

Method #9 Estimate of Family Events

For most communities, a significant source of room nights can
be obtained from events such as weddings and funerals. While
large arenas and conference centers are appropriate for

business events, personal, family events are best handled in
smaller, more intimate spaces.

Annual Family Event Potentials
Abilene 5 mile market and Dickinson County

: Local
Marriage Death Funeral
Estimate Estimate Estimate
Dickinson County 150 169 110
Abilene (5 mile) 65 , 73 47
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The wedding banguets have an estimated average attendance of
150 per event, with a range of 12 to 350+. For the 5 mile
market area, the potential is 9,750 participants annually.
Assuming 25% out of town guests, B0% couples and 20% singles
and an average of 1.6 nights the room night impact is
estimated to be 2,340.

Using national wedding statistics, a wedding is booked in a
banquet center, hotel or other site for every 120 residents.

For the 5 mile primary market the weddings are estimated at
70 and based on an average wedding cost of $20,000, the total
wedding event potential is $1,400,000 (includes room, food,
beverage and direct expenses).

The local funerals have an estimated average attendance of

25 per event, with a range of 5 to 100+. For the 5 mile

market area, ‘¢he pd@%htlalm“ﬁ&950 participahts annually’.
Assuming 35% out of town guests, 80% couples and 20% singles
and an average of 1.6 nights the room night impact is
estimated to be 614 room nights.

note: The potentials calculated are based on local

demand and do not include demand possible from creation
of destination weddings or funerals.

Method #10 Estimate of Meeting Revenues

With 202 branded lodging rooms for the 5 mile market, total
conference space needs are estimated at 6,060 to 8,080 square
feet (factors 30-40 sg ft/room). Based on the total room
count of 295, space needs range from' 8,850 to 11,800. A
larger community event center for special events and smaller
conference and banguet center can be used to optimize market
pull and revenue capture.

Based on the State of the Industry Survey 2005 published in
Successful Meetings Magazine, the meeting revenue for the
U.S. is $10.6 billion. With 176,104,300 employees in the
country a meeting factor is estlmated at $60.19 per employee.
Basic meeting revenue includes meeting space fees, food and
beverages.

note: Total meeting expenses are $40.4 billion or
$229.41 per employee. Total expenses include travel,

AV, technology, exhibits and services, lodging, speakers
or trainers, on site staff, ground transportation and
other expenses.

BP4.49
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Meeting Revenue Estimate
Abilene, Kansas

Emplovyees Meeting (S) Total (S)

5 mile market 4,968 5 299,024 $1,139,709
10 mile market 6,168 $ 371,252 $1,415,000

note: The potentials calculated are based on local
demand and do not include destination event demand.

Based on an average meeting of 50 persons at $20 each, the
weighted average event is estimated at $1,000. With a meeting
potential of $299,024, the market estimate is 299 events and
14,950 attendees. Assuming 30% non-local, 20% couples and 80%
singles, annual room night generation is estimated at 4,305
from the primiry”mfrRet afEX™4fd an*indvéilent of 1,040 from
the secondary market.

Method #11 Turndowns from Other Locations

A turndown occurs when a guest tries to book at a lodging
establishment and there are no rooms available. Based on
aggregate data released by Smith Travel Inc., there are 29
days per year where occupancy exceeds 80%. In most markets
the range is 20 to 30 days. For Abilene, overflow may occur
from anywhere in the county or even adjacent markets.

With a county potential for room nights of 67,890 and an
overflow estimated at 1-3%, the room nights which may be
available for Abilene are estimated to range from 679 to
2,037. For new mid-priced lodging, overflow may range from
170 to 509 room nights or more.

Method #12 Special Event Summaries

Some special events can create a significant economic impact
when roomnights are purchased. Based on a sample of visitors,
the average overnight motel or hotel guest spends $303 on
trip expenses, including travel and event fees. (source:
samples taken from Montana, Arizona, Wisconsin and Michigan)

Major Deétination Site Attendance
(multiple visits mav be included)

Eisenhower Center 64,395
Heritage Center 11,454
Greyvhound Hall of Fame 17,514
Great Plains Theatre 16,659

Total Major Sites 110,022
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Room night generation from major site attendence is estimated
at 31,686 which assumes 30% capture of out of town visitors,
80% couples and an average stay of 1.6 nights.

note: There is upside potentlal in conversion of day
trippers to overnight stays.

Significant Special Event Attendance
(average group 1.8 persons, average stay 2.3 davs)

Lodging Person

Event Location/Group Persons Percent Trips
(city where located) . (2} (B) (€)
~ Destination Sites ‘ 110,022 ooy @30, 33,007
Special Bvents - o o sbubiaow) ol gpaasani T g L T 000
Community Events 1,500 .05 75
All Other Events/Holidays 2,000 .10 200
Total Persons (A)*(B)/1.8 (C)y = 19,046
Room Night Estimate (C)*2.3 ' ' 43,805

The potential economic value of the overnights guests is
$13.27 million based on an average group size of 1.8 persons,
an average stay of 2.3 nights and an average estimated total

trip expenditures ($303.00 per person trip).

note: Based on research by Randall Marketing 2006, the
actual capture is $130 which is 43% of the potential.

Other Factors

The traffic counts on I-70 range from 15,500 ADC on the west
to 14,875 ADC on the east. Traffic counts on KS 15 to the
south of I-70 are 7,580 ADC. These counts are moderately
favorable for retail, foodservice and lodging. Resident and
commuter traffic are included in the dally counts.

note: Seasonal peak counts may be significantly higher
than reported average daily counts (ADC) Peak counts
and counts within the city limits are hlgher and reflect
residential and commuter traffic.

Estimating Total Demand

From industry experience, including BPE files, total demand
for a mature property often approximates the profile shown
below. While the direct dial business needs to be developed
by on-site managers, the franchise 800 number referrals and
walk-ins can be expected to provide the base for customer
traffic the first vyear.

BP4.51



Based on several methods of calculation, it is reasonable

for the Abilene market to generate 60,000 to 75,000 room
nights per year. This estimate includes inbound business
transient, business use, conferences, special events, tourism
and other sources of room night sales such as turn downs.

.....

Basic Demand Profile
Mature Property w/Marketing Management

Franchise 800 referrals 30%

Walk-in 21
Direct dial 30
Corp/Travel referral 5
CIY TR Y 1 GDS?%&iﬁrd p%.r #Wf}%m&e BE . g s F:Miéﬁ;&ar 4 Ch badER el

The. total demand for rooms is based on consideration of the
basic level of demand from the resident population, level of
employment, business activity, level of visitation toll free
number referrals, plus an estimate of chamber of commerce
referrals. '

Lodging Occupancy Forecast Report
Abilene Market Area
(room nights per vear)

Total Market Site

Potertial Share Potential
Basic Demand 5 mile 12,000 0.20 2,400
Business Demand 5 mile 14,000 0.20 2,800
Tourism 5 mile (1) 32,000 0.20 6,400
Special Events 5 mile 1,375 0.30 413
Meetings 5 mile -4,300 0.40 1,720
Wedding/Funeral 5 mile 2,900 0.35 1,015
GDS bookings * v £+ goo 0.20 160
Brand referrals 660  1.00 600
Other/Turndowns 350 0.20 70
Market Share Potential 68,325 15,578

note: The market area is currently capturing an
estimated 48,000 - 55,000 room nights (70-80% of total
potential)

Based on the information available and assumed to be true, it
appears demand for room nights in a new mid-priced lodging
establishment could possibly range from 10,000 to 14,000 room
nights per year, for a site located adjacent to I-70.

the site.
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The new mid-scale lodging in Abilene should be priced within
the mid-price tier calculated and be priced significantly
above the Super 8 and Americas Best Value Inn. The Holiday
Inn Express is a full comparable.

note: A failure to properly positicn and price the

property could lead to reduced earnings and a negative
cash flow.

Critical Success Factor

Poor pricing policy, over-use of discounts and a lack of
effective marketing could suppress the market potential
below the galculated level. Aggressive price cutting and

direct comgetltlon are  symptoms of improper market

FONEE 1 TR ST

development.

Room Demand vs Supply

For the Abilene market (5 mile), total potential room demand
is the sum of the demand based on population, plus the demand
created by business generators, visitors and tourism.

To calculate the basic room capacity of an area, factors are
often helpful. The basic per capita consumptlon factor (based
on population, without tourism con51aeratlon) is estimated to
be 0.0077 or 1 room for every 130 persons in the market area.
Market factors vary from 10 or less to 200 or more and can be
used to determine the degree to which a market is leveraged
in terms of lodging rooms inventory.

Business, industry and visitation or tourism will often allow
a community to support more rooms than would be possible by
population alone. Strong tourism could support a visitor
factor of 0.0333 or 1 room for every 30 residents. Weaker
tourism markets or markets lacking business and industry have
ratios which are 1 room for 100 or more residents.

Based on the market factors and the residential population in
the market area (5 mile radius) it would be reasonable for
the market to support 279 to 418 rooms. At the current level
of 295 motel/hotel lodging rooms, leverage can be considered
to be moderate.

The level of business utilization, transient visitation,
special event attendance and tourism may require that
additional rooms are needed for peak periods. Lodging
development which is over the suggested level should use
facilitated financing models or additional equity. Any new
lodging should be supported by an organized and well funded
destination tourism promotion effort.
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Number of Rooms for Property

The basic level of demand should be used to size the new
property. Given the basic level of demand, the property
should be sized so that a 40-45% minimum occupancy level to
be a possible goal for the first year. Please note that
additional marketing effort and money should be applied to
exceed this occupancy level as soon as possible.

Market Demand Potential
Relevant Range of Room Nights

low © 10,000
mid : 12,000
( .. high
L A L w AR L) Bl e s P

Property Size Recommendation

# rooms to build = demand estimate 11,500

(365 * 0.45) 164

reasonable range 60 to 77 rooms
client choice property size = 60 rooms
(with conference center 3,400 sg ft minimum)

Once the property matures, the actual level of room nights
earned may exceed the high level, making expansion possible.
Given the current stage of market development, the lodging
project should use enough equity to reduce the break even
point to less than 50%. If this is not done, the money may be
needed to be available anyway to cover possible start-up
operating losses.

Lodqging Gap Analysis
By Location
Abilene Market Area
Capacity = 418 rooms

Room Rooms
Lodging Location Inventory Suggested

(%) {#)
Downtown/City Center 19 79
Suburban/Fringe 26 150
Highway 45 189

BP4 .54
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Critical Success Factor

Tourism and transient use will likely account for 50-65%
or more of the room nights captured by the new mid-
priced lodging.

Lodqging Gap. Analysis
By Type of Room
Abilene 5 mile Marlkelt Area
Capacity = 418 rooms

Market Segment Room Room Estimated Rooms
Inventory Supply Demand Gap
(%) S {#) L)
Upper Tier o s ‘

g Luxury Bk sl . - :ﬁ[i@smm: 7 o 4 . 4
Upper Upscale 7 0 29 25
Upscale 10 0 42 42

Mid-Price Tier
Mid-Price wo/f&b 26 72 109 37
Mid-Price w/f&b 12 0 50 50
Low Price Tier
Economy 10 130 42 (88)
Budget ‘ 5 0 21 21
Extended Stav 6 0 25 25
Independent 20 93 84 { 9)
Other ' 3 10 12
Total Rooms 100% . 305 418 {113)

source of factors: Compilation of lodging inventory and
current building trends. Base data sources Smith Travel
Research, Lodging Econometrics and BPE site files.

note: Other includes B&B lodglng The total count with
B&B units is 305.

Estimation of Occupancy

Based on information collected it appears reasonable to
assume that an occupancy of 10,000 to 14,000 room nights is
possible for a mid-priced, llmlted service lodging property
located in Abilene, Kansas. The level of demand assumes
amenities as specified and a highway cluster location.

The site development, quality of management and marketlng hasg
been identified as a primary feactor causing expected
occupancy to vary by +/-30%. Over-use of discounts and a lack
of local area marketing can suppress the average daily rate
below the potentials calculated.
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Expected Occupancy By Year

The growth is based on the standard product adoption curve
and reflects additional growth or shrinkage due to local
market conditions. The Standard Deviation (SD) is estimated
based on a sample of comparable properties and actual
occupancy levels earned.

A mature property can be expected to perform at least as well
as the average in the chain (for this type of market), and
the average within the market area.

Expected Occupancy Report
Abilene, Kansas

wE . o d%@ﬁpanc@mm'Eiﬁbecﬁ‘ed*‘f‘ » lipetimated

Year Range Value Std Deviation
Year 1  40% to 50% EV 46% SD 2.0
Year 2 50% to 60% BV 55% SD 2.2
Year 3 55% to 65% EV 64% SD 2.4

To optimize lodging performance, the development will need to
capture existing overflow room nights, satisfy unmet needs
for branded mid-priced transient lodging in the market, plus
management will need to generate new sources of room nights.

Economic Impact On Community

The impact of a lodging establishment is a multiple of
dollars spent of lodging. The total economic impact include
the direct revenue effect, plus +the ' indirect effect of
spending power of employees and those employed providing
services or products which are related to lodging and the
degree to which total +trip expenses are spent in the
community where lodging is purchased.

Revenue Impact

a) Ave Revenue * (2.252) = $2,702,400 per year
mature property revenue = $1,200,000

Wage Benefit

b) Ave Annual Wages * (1.77) = $385,860 per year
base wages paid = $218,000

Real Estate Tax Benefit (*)

a) $ 40,000 - $60,000
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Potential Community Benefit

it

Revenue + Wage + Real Estate Tax Community
Benefit Benefit Benefit/Capacity Benefit

o

$2,702,400 + $385,860 + $ 45,000

053,133,260

(*) Does not include up front abatements or tax credits

Direct Effects

The American Lodging and Resort Assoclation has developed
multipliers to estimate the base impact for a lodging
project. The revenue multiplier for Abilene, Kansas isg
estimated to Be 2.%éﬁﬁand the wage multiplier is 1.77.

: I . BT s e dks BoERIE. 2 oohi .

wabivalBifsie (o T

TIED DFMANDL EFFECT TMPACT ESTIMATE Impact(.wks
Mid-Priced Lodeing, Abilens, Kansas
run date 11/10/08

DEMAND TRPUTS Year 1 Year 2 Year 3
Room Nights Sold 10,000 12,000 14,000
DEMAND POTENTIAL Spending Year 1 Year 2 Year 3
Per Revepue Revenue Revenue
Room Kight Potential Potential Potential
{8) %) {8 5
Food 572.11 §721,100 5865,320 §1,009,540
Transportation, grnd 5819.31 §193,100 §231,720 §270,340
Shopping General $94.77 §947,700 §1,137,240 §1,326,780
Liquor $9.54 $95,400 5114,480 $133,560
Hiztaric Feaeg 53.63 £36,300 §43,560 $30,820
Sightseeing 5,67 $56,700 568,040 §79,280
Event or Sport Fees  $24.85 §248,500 $79%,200 5347, 900
Cultural Event Fees §$2.19 §21,900 826,280 §30, 660
Entertainment 57.42 §74,200 489,040 5103, 880
Gaming 518,04 $180,400 5216,480 $252,580
Licenses §2.31 §23,100 §27,720 832,340
Other Expense §5.01 §50,100 360,120 §70.140
Totals 5264.85 §2,648,500 $3,178,200 §3,707,500

note: Expense shown per capita hased on room nights sold (2004 survey)

The direct revenue impact occurs when employees of the
establishment purchase goods and services in the community,

the property purchases goods and services directly from the
businesses within a community.
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Indirect impacts on the economy are possible through indirect
revenue impacts and indirect employment impacts. Indirect
employment impacts occur when services or products are
purchased by the hotel.

The total direct effect of having the new franchised mid-
scale lodging development in Abilene market area is estimated
to be $3,133,260 per year. This number represents the direct
impact of the lodging on the market area economy.

Tied Demand Effects

Tied demand revenue effects occur when lodging is part of a
highway, visitor service or retail cluster. The amount of
additional revenue impact depends on the availability and
type of 'othe¥ qodt¥ or “E8¥vices whidh “are presented. A
complete cluster development can capture significant tied

demand effect revenue. The level of impact can range from $0.

to $6 for every $1 spent on lodging.

Site Considerations

Many potential sites were considered in Abilene. While there
is an existing opportunity to build lodging in or adjacent to
the downtown, the greatest economic gains are possible from a
lodging site adjacent to I-70. Increased pull from the travel
corridor will indirectly benefit the downtown. Branded
lodging will have the greatest pull from the I-70 corridor if
it is positioned directly adjacent to it. Eventually, upscale
boutique style or extended stay lodging can be added to the
downtown district.

Abilene is a rural convenience center which has significant
tourism and transient traffic. Downtown re-development and
continued economic diversification will increase market pull
and improve revenue capture. A conference and special event
center built into the new lodging can provide incremental
revenue.

The traffic counts on I-70 range from 15,500 ADC on the west
to 14,875 ADC on the east. Traffic counts on KS 15 to the
south of I-70 are 7,580 ADC. These counts are moderately
favorable for retail, foodservice and lodging. Resident and
commuter traffic are included in the daily counts.

note: Seasonal peak counts may be significantly higher
than reported average daily counts (ADC). Peak counts
and counts within the city limits are higher and reflect
residential and commuter traffic.

BP4.58
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Factors Favoring Feasibility

- Existing tourism and low room night capture

— Established destination sites and attractions
- Existing transient traffic on I-70

- Downtown with upgrades in planning

- Visitor information and CVB

- Large amount of dated motel lodging

"note: While there is a Civic Center, Abilene is currently
under-served in terms of intimate spaces for conferences
and small to medium sized family events (up to 200
persons). Room night generation from banquets, meetings
and special events 1is critical to  the performance of
additional mid-scale lodging. :

wbo. R L L sdidea b L w ook SR

Recommended Highway Service Cluster Components

Multiple lodging options
Conference and event center (200 person minimum)
Visitor Services and Information
Foodservice options within walking distance
Nearby retail and business services
Nearby Travel Center with highway services

A franchise has not yet been chosen for the site. If chosen,
the franchisor needs to approve the site in terms of
location, layout, ingress, egress and signage visibility.
Zoning, permits, suitability for building, availability of
utilities and ground contamination need to_be investigated by
others. No site approval is expressed or implied in this
feasibility study which focuses primarily on market potential

and debt carrying capacity of the project, given 1likely
development costs. ’

BP4.59
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‘BANQUETS" AND MEETINGS

Small banquet and event centers rent 400-600 sg ft spaces
more than any other and more than half of the meetings held
are small to moderate in size. Smaller spaces are popular for
business groups, families,” organizations and training.
Weddings and banquets usually require the most space (sq ft}).

In order to be most effective, the sales and marketing person
should be able to answer questions and book a simple meeting
or function without time delays or frustrating call backs.
An initial summary of event packages can be provided by fax
or e~mail. If a call back is required, it should be made
within hours, not days or weeks. A one page quote should be

made within 24 hours of any request. _
e e ] L S R T T
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In order to obtain special event bookings, the employees of
the facility need to be market driven and trained. Staff must
be able to provide excellent service and should be educated
to quickly and effectively help those inquiring learn how to
"use the facility for special events, meetings and group
functionsg”.

While there are large event centers and halls which can
handle banquets, most are in the space rental business, not
the special event business. As a result, most employees of
these facilities do a poor Jjob identifying and servicing the
highly personal needs of smaller to medium sized groups (25-
350 persons). This suggests an opportunity, especially
because most meetings and special events are small. In fact,
meetings of fewer than 35 people are attended by more people
than all other meetings combined.

Expected Growth In Meetings
Meetings Today Survey (n=213 planners)

Meeting Type + = ¢ Growth Expected
Training Meetings 48.8%
Sales Meetings 38.2
Board/Exec Meetings 27.2
Conventions/Conference  21.7
Incentive Trips 19.3
Other 2.4

Weddings and Family Events

Weddings are increasingly involving professionally managed
special event centers which are well designed and staffed to
handle the exacting demands during planning and execution.
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By 2002, the nation was experiencing 2.4 million weddings at
an average cost of 519,000 and $23,000 (2006 Hotel Business).
the average price has grown 55% over the past 15 years.
Prices for wedding packages range from $1,000 to $950,000.

The average age of the bride is 27 years, with an average
household income of $52,000. An overall trend is evident
toward smaller weddings (100-150 person). Most couples desire
Saturday weddings, with Friday being next most popular. Some
second and third time brides favor destination weddings which
represent 15% of all weddings and tend to be smaller (average
50 people).

The profile of the age when married is provided below (US
Statistical Abstract 2003)
di . AR Ak . we boewe Ue G

Age When Married

15 to 19 years 1.90%
20 to 24 vyears 14.00
25 to 29 vyears 27.40
30 to 43 vears 18.70
35 to 39 years 5.30

The wedding market is an important potential source of
business for special event centers and for foodservice
establishments which have catering abilities.

Wedding Recommendations

* Be pro-active in marketing to attract local, regional
and destination weddings.

* Make contact with all area wedding vendors, including
those providing cakes, catering, photography, formal
wear and entertainment.

* Provide 'seamless" service and a "one stop shop" for
wedding events. Offer life simplification by preparing
complete packages. Have a sales person with experience
available to assist with wedding planning.

* Qffer on-site weddings iﬂcluding indoor and outdoor
options. Consider space needs for rehearsal and post
wedding gatherings.

The actual number of weddings for a county or market area is
a function of the age profile of it’'s residents. The number
of weddings which actually occur -can be higher or lower than
the potential due to migration in or out of the market area
or county for the actual wedding (destination weddings).
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Banguets, Catering and Special Events

The on and off-premise banguet '~ and .catering market is
estimated at $8 billion. This includes demand captured at
special event centers and restaurants, excluding full service
hotels. According to CaterSource, net profit can range from
6-11% or more.

Facilities designed and operated to facilitate food and
beverage service are preferred. "Bare bones" space rentals
are used for "£ill in" if other bookings are not available.
Vlnny T’s of Boston offers 5 space optlons with the largest
seating up to 200 persons. Lunch prices start at $14 and
dinners start at $20. Family menu choices are priced from
$19.95 to §25.95 and banquet style service mandates an
upcharge.

45 Al T VIR WP A

Common Functions for Special Event Centers:
(functlons with and without food and beverage sales)

Family Banguets/BEvents
Weddings -
Anniversaries
Family Re-unions
Community/Organization Events
Class re-~unions
Organization re-unions
‘Other re-unions
Business Events
Award/Incentive Functions
Training and Development
Sales and Customer Seminars
Exhibits/Demonstrations
Small indoor shows
Indoor Art Exhibits
Demonstrations
Performing Arts
Music or Visual

Designs for Banguet Functions

In order to achieve significant banguet and party business,
functional spaces should be designed to meet the needs of
special functions. A multi-purpose room may be effective in
terms of cost savings, yet may not function well to meet the
needs of highly specialized functions such as wedding
receptions, dinner meetings and other special events which
may include entertainment. To be most effective, the space,
the acoustics, the furniture, fixtures and equipment need to
be selected with the customer and use in mind.

'
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Banquet and Party Room Sizes

Room sizes and maximum seating will vary depending on room
set up, level of service (buffet, banquet or table service)
and the nature of the event. General guidelines are provided

below.

Meeting Room Sizes
by sgquare footage

Room Size Capacity

(sgq £t) (+/- 10%)
Board Room 400 sqg ft 15 people
Conference Room, . 825, . e, 20
Special Fancs oas IR 111 I

General Guide for Seating
square feet by type of seating

Spacious seating 14-16 sq ft/person
Cafe or restaurant 12-14 sqgq ft/person
Bangquet - 8-10 sqg ft/person

Room Size

(sq ft)

2,200
1,400
400
200

h

Banquet Room Sizes

by set up
Theater Clagsroom Reception Banquet
{seats) (seats) jseats) (seats)
280 124 150 120
100 75 100 90
70 35 60 40
35 25 30 20
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SOURCES AND USES OF FUNDS
" Section BPS = ©




SOURCES AND USES OF CAPITAL
60 Unit Mid-Priced Branded Lodging
{w/conference "and special event room 3,400 sq ft)

i

All figures listed are only estimates and do not reflect actual
construction bids. Actual costs may differ by +/- 10% or more. The

cost estimates are used to establish debt service capacity and cash
flow estimates. If costs” are higher, equity will need to be increased
to obtain the same net cash flow.

Sources of Funds Uses of Funds
BUITLDING
Lender 6.5% $ 2,795,800
20 years (5) Building Materials (1) 51,436,000
FF&E (rooms) 320,000
N _Equipment (3) 20,000
BEquity (30%) = "7 I,2387200 ““shattalties75Phes Const 115,000 °
Land Mechaniceal/HVAC ' 400,000
Cash Electrical 200,000
TIF Utilities/Water/Sewer/Fees 25,000
Other General Conditions 150,000
Conference Ctr 3,400 s.f. 340,000
Equipment 85,000
Elevator 50,000
Contractor OH/Profit 130,000
Sources Total $4,034,000 Contingency 50,000
Sub Total $3,321, 000

LAND AND SITE PREP

Land Allowance (3) 90,000
Parking Lot 36,000
Landscaping/Sidewalks 25,000
Sitework/Excavating 95,000
Soil Test/Survey 6,500
Environmental Audit 3,500
Misc. 2,000

cost/room w/o land wi R :

$55,350 Sub Total $ 258,000

OFHER COSTS

cost/room w/land

$59,650 ' Franchise Fees (4) 40,000
Arch/Engineering 50,000

Development Fee 50,000

cost/room turnkey Permits/Insurance 30,000
$67,233 Insurance 20,000
Closing Costs (2) 120,000

Opening 1nv/Linens 25,000

Working Capital 120,000

Sub Total $455,000

Uses Total 54,034,000
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Notes to Sources and Uses

note: Construction costs are taken from estimates provided by current
contractor/developer projects. Cost assumes wood structure with wood
trusses, pool and spa. It is assumed that the quotes include items as
specified in the description of business.

(1)

(2)

Building material cost assumed to include concrete, masonry,
metals, wood/plastic/roof, insulation, doors/windows and
finishes

Closing cost assumed to include legal feesz, title insurance,
appraisal, loan fees, interim interest and other costs

Equipment includes laundry,; phone, computer, reservation
system, high speed internet, meeting room and basic equipment

for exercise ;,.réWand wﬁ%}ﬁé‘@éﬂ A ERLWE AR e L R Baed .

Franchise fees will vary depending on the franchise. chosen.

Interest rate may vary due to economic conditions in 2008/09.
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EXECUTIVE SUMMARY

i

The best lodging markets for development are underserved or
growing markets where existing properties are nonexistent or
outdated. Additionally, stable markets which will resist over
building are attractive. They include those with physical,
economic or geographic constraints which will limit the
number of rooms which are 1likely to be built. Underserved
lodging needs, a diversified economy and existing destination

tourism are all positive factors for lodging development.

The material inputs used as givens for the feasibility study
are listed below;

o st %}o}ect’ﬁiﬁerlal Fapubs™”

Land Budget $ 80,000-890,000

Equity Investment $ 25%

Brand None selected (mid-scale)
Property Size 60 units

Amenities Pool and spa

Conference Center (200 person)

Abilene is the county seat and is a rural convenience center.
The market area extends 5-10 miles or more, depending on
direction. Market pull is limited to the west by Salina (pop
45,956) and to the east by Junction City (pop 16,402).

Abilene has a transitional economy and good opportunltles to
serve the convenience retail and service needs of residents,
business transients and tourists.

Abilene is located on the I-70 corridor which affords it
unique opportunity to meet the needs of business and leisure
transients. A growing cluster Jlocated on the corridor has
helped improve pull from it. At this time, the best place for
new mid-scale lodging with a conference center is at the
cluster on I-70 (sites #1, 27 3'or 4 with'#2 recommended).

The Abilene 5 mile market area has a smaller population yet
the 10 mile trade area includes nearly 12,000 residents. The
level of employment is above average and yet the household
income remains below average. Abilene is an emerging rural
convenience center and the proximity to I-70 provides easy
access for residents and transient. Destination tourism has

created opportunities and lasting positive economic impacts.

Currently, the Abilene market has 295 hotel/motel lodging
rooms with 68% branded. The market has 305 rooms total
(includes B&B). For mid-priced lodging, the competitive set
consists of the Holiday Inn Express. The Best Western has
been converted to a budget brand (Emerica’s Best Value). A
lodging gap is calculated by price tier.
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Based on the information available and assumed to be true, it
appears that demand potential for Abilene is 48,000 to 55,000
room nights annually and current capture is 70~80%. The
demand for a new mid-scale branded lodging property could
reasonably range from 10,000 to 14,000 room nights per year.
The potential to reach the higher end of the range becomes
more likely if a conference center is well marketed and used
for catered events such as weddings.

It is assumed that a new mid~scale property would be able to
earn an average daily rate of $72-$79 (double occupancy) and
achieve an occupancy of 40% to ‘50% during the first year.
The construction of the 60 unit mid-scale lodging with wood
frame and Jjoists (60 units) is projected to cost $4,034,000
(+/-10%), with land and site prep at $258,000. The cost per
room w/o lagdﬁis $2§ﬁ§50 éﬂg“w/land is $59,650.

Gl T Lo it s b aPRAT-EREEEE &

Within the relevant range of sales, the amount of debt which
is feasible and reasconable for the project to carry ranges
from $1.8 to $2.9 million, with levels below $2.3 million
providing reduced risk and improved project performance.

A new 60 room mid-scale branded, limited service lodging
establishment with amenities (35+% equity) breaks even at
$859,968 (47% occ). It is recommended that the break even
point be kept to_less than 50%.

note: A level of 25% equity was tested and found not to
be feasible due to low ADR history in Abilene, history
of below average market yvield and the uncertain economic
and local competitive conditions.

As budgeted, the property can earn 0-25% pre-tax profit on
sales within the relevant range of sales, however, the first
year may produce a loss, break even or small profit.

Debt service coverage analysis suggests an equity investment
of at least 30%, and more is better because it lowers the
break even point, increases cash flow and improves investment
performance. i Lo

Working capital amount of at least $120,000 is recommended.
the property reaches 47% or more occupancy at an overall
weighted ADR over §$77, cash flow will accumulate as a profit.

The total economic benefit (direct and in-direct) of having
the franchised lodging development in the community is .
estimated to be $3.1 million per year, and the tied demand
effects are estimated to be $2.7-$3.7 million depending on
the type of adjacent developments.

The new mid-scale branded lodging should be priced equitably
with the Holiday Inn Express and well above the Super 8 and
old Best Western (America’s Best Value). Value packages and

discounting should be used carefully to entice new customers.
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The ability of management to attract and book conferences,
weddings and meetings is critical to the performance of the
lodging. The ability to book rooms in advance, establish and
maintain brand strength, perform community based marketing
and the ability of the franchisor to support this site are
critical in reaching full potential during the first three
years.

This study is intended to be used as one of many inputs
considered during the pre-planning phase or after opening as
a "benchmarking +tool", No investment recommendations or
earnings claims are made or implied. Each investor assumes
the responsibility for due diligence prior to any investment.
All business investments include risk. This report is a third
party opinion relating to market potential. Actual operating
results may be difggéfnt.

bk s eashe FETEL AIRE 1

No endorsement of ¢the site made. All sites need to be
approved by the franchisor. There is ne endorsement of the
management made or implied.

Feasibility Statement

The mid-scale lodging is feasible subject to the
limitations and contingencies presented in this report.
Critical success factors are conference center, equity
level, regional marketing,. tourism promotion and
maintaining a favorable ADR (at or above the forecasted
level). Debt should be kept near the mid-point of the
range specified as feasible. This report includes many
recommendations to improve project performance and
reduce risk.

Critical Success Factors

Break even point < 50% (lower is better)
ADR $77.39 (weighted average)

Signage on I-70

Downtown re-development complete
Conference center (200 person minimum)

note: Plans should be made for expansion of the event
center to 400-500 per capacity after revenue and
occupancy benchmarks are met.

note: The room rate history of the market provides a
challenge for quality lodging development.
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SUMMARY STATISTICS

YR 1 YR 2 YR 3
Operating Income $ 354,921 $ 517,839 $ 689,610
Profit Before Tax ( 22,141) 120,575 271,310
Cash Balance 85,752 189,499 438,945
($120,000 initial)
(A) Net Cash Flow ($ 34,248) $103,747 $249,446
(B} Annual Debt (P+I) 250,137 250,137 250,137
(C) Cash Flow (B+A) 215,889 353,884 499,583

Before Debt

(D) Debt Ser¥ice [¥B) “ob%

"'96;!:;:»5&' oh YR nlwfi4 l ‘ i 2’. 0 0

Ratio

Notes: To reduce risk and improve financial feasibility,
the following recommendations are made.

1. Work with the CVB/Chamber of Commerce to improve
the room night capture and average daily spending of
visitors and tourists in Abilene.

2. Work to maintain favorable market yield, improving
conversion of visits to overnight stays. Increase the
average daily spending by vigitors.

3. Work to attract local or destination weddings,
meetings, regional group functions and special
events.

Specific Recommendations

1.

2.

Direct mail all market area businesses and residents
to create early awareness of the completed lodging
project, event center and amenities.

Work with the community, CVB and area Chamber of
Commerce to promote economic development, tourism and
create visitation, special event, group, friends and
family packages to increase market pull and revenue
capture.

Promote over night and weekend stays to visitors,
destination activity participants, transients,
groups and getaway packages for area residents.

Complete the property an&‘lobby using finishes and an
interior decor package appropriate for the community.
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BREAK EVEN POINT REPORT

{Break even at $859,968 or 47% ocgupancy)

The breakeven point is:

Enter starting sales:
Enter sales increment:

et
sales

630,000
725,000
806,000
875,000
950,009
1,925,600
1,109,600
1,175,000
1,250,004

Fized
gxpenses

312,861
372,861
372,861
372,861
372,861
372,861
372,861
372,861
372,861
312,861

Variable
erpenses

368,176
410, 658
433,140
455,621
538,103
530,585
623,067
£65,549
108,031
150,512
792,994

141,037
783,51%
§26,000
868,482
§10,944
833,448
585,928
1,038,410
1,080,892
1,123,373
1,165,855
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f5¢,969
650,000
75,000
Frofit Profit
or loss nargin
91,037 -14%
-58,518 -9%
-26,000 -3%
6,518 1%
39,0386 4%
11,554 7%
104,672 9%
136,540 12%
164,108 14%
261,627 15%
134,145 17%
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ASSUMPTIONS USED

All assumptions which were used to create the three year pro-
forma statements are listed in this section or included in
the numerical budgets which follow. Comparable market
situations were used to estimate sales potential based on
household count, income level, visitation patterns and
traffic counts.

It is assumed that this feasibility study is used to
determine whether or not the proposed project makes sense,
and if it does, under what conditions development should
proceed. Every effort was made to assess whether the project
can be "economically self sustaining”.

cod b0 s ek Gilaeosidi . oo eoEinBsES

This Feasibility Determination

Market Feasibility - research relating to market trends,
size, industry structure, segments, competition, open
niches, customers and demographics, marketing management
and sales.

Financial Feasibility =~ research relating to cost
estimates, revenue projections and cash flow generation.

Feasibility Study Exclusions

This feasibility study is designed to address the market and
financial feasibility of a branded lodging establishment. No
attempt was made to assess the technical, economic or
management feasibility of the project. As a result of the
design of this study, no opinion is provided or implied about
the project relative to the exclusions.

Study Exclusions

Technical Feasibility - to be determined as part of
engineering, design and architectural professional

services.
Economic Feasibility - refers to the infrastructure
requirements such as sewer, water, utilities,

environmental impact and other infrastructure
components. '

Management Feasibility - refers to initial commissioning
of the facility and training of staff. Also refers
to an assessment of management quality.

BP7.1



Market Potential Assumptions

Numerical assumptions are presented in budgets for capital
expenditures, operating expenses and debt amortizations. The
revenue assumptions assume growth which follows the normal
distribution of product adoption, up to the market potential
for the project.

LODGING ASSUMPTIONS oce. ks

Hid-Priced Lodoi
Tun date 11/17/08
50 Year 1 Year 2

[x:]
[~%]
A 1
A

|

POT ROOH NIGHTS 21900 21900 21909
oCC % 4% 55% 4%

RO NIGHT FORECASTS

HIGH ROOM NIGHTS 11000 13200 15400
EV ROGM NIGHTS 10000 12000 14000
LOW ROGH NIGHTS 8000 9600 11200

ADR $ $77.3% $80.00 $82.50

REVEMUE FORECASTS

HIGH REVENUE $851,290 1,056,000 41,270,500
EV REVENUE §773,900  $960,000 41,155,000
LOW REVENUE $619,120  $768,000 924,000

REVPAR £V $35.34 $43.84 $62 .74

Nationwide occupancy rates for 2006 were 64.3% (Smith Travel
Research). The average daily rate was $96.69 and the RevPar
$61.06. For 2007, the estimated occupancy was 63.4% and the
ADR $102.98 (for all price segments). For this feasibility
study, operating statistics and system parameters for a mid-
scale lodging establishment were used as input assumptions.

note: mid-scale lodging can earn a wide range of ADR

and occupancy rates depending on the market, property
age and amenities.

Franchises differ in terms of Central Reservations System
(CRS) and referral rates can range from 10% to 30+%. Most of
the brands also offer a property management system which can

provide a two way interface with the franchisor.
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Sales Potential Summary for First Three Years
mid-scale lodging, Abilene, Xansas

Year 1 . Year 2 Year 3

Room Revenue $ 773,900 § 960,000 $1,155,000
Retail/Vending/Other J .

Retail/Vending 8,455 10,146 11,837

Other Income 27,279 32,735 38,191

Conf Ctr/Party Rm/Fees
Reception Fees 6,445 : 7,734 9,023
Banquet/Conf Rental 15,184 18,257 21,352

Revenue Potential § 831,263 51,028,872 $§1,235,403

High Sales (+10%) $ 914,389 $1,131,759  $1,358,943
Low Salés “(#¥0%) ‘$™%48%137+ $*'925,985 ' $1,111,863

note: See Demand Section for market potential calculations

General Assumptions

It is assumed that the market area trends which have been
established for 5 or more years will continue. These trends
include population and employment trends and tourism.

note: The military traffic is a plus, yet long term
stability requires diversification to other market
segments which may be less likely affected by changes
in political priority. o

It is assumed that additional wvisitors, tourists, transients
and travellers can be attracted to stay in Abilene. Capture
of room nights is currently below calculated potential. The
conterence center should be used as & tool to increase market
pull and improve room night capture.

It is assumed that ownership: approachkes local government,
businesses, industry and the Chamber of Commerce as "partners
in market development”.

It is assumed that the property will be active in the CVB and
Chamber of Commerce to help improve effectiveness in terms of
tourism, group sales and room night capture.

It is assumed that unit management will participate in
regional tourism efforts and help to insure that available
funds are leveraged for the greatest lodging impact.

It is assumed that management can create and sell packages
which contain lodging, special events and activities.
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It is assumed that a reception/party room or area is
available in the hotel separate from the special event
center. The room should be easily accessed from the pool

area and be available to hotel guests even when an event is
being held in the conference center.

SUEDRY REVENUR MODEIL sundrev.wks
¥id-Priced Rranded Lodging
run date 11/15/08

Year 1 Year 2 Year 3

Revenue Revenue Revenue
Year 1 Year 7 Year 3

G_& FOOD
Vending Snacks $6,533 7,840 £9,146
Vending Beverages 51,922 $2,306 52,690

Total Vending & Food  $8,455  $10,146 §11,837

OTHER REVENUE
LD Phone Charges  §11,529 813,835 §16,141
Poal Use Faes 58,639 510,367 §12,095
Games/Arcade 54,227 $5,073 $5,918
Video Rental 817 §20 £24
Fax Charges $160 8120 §140
Gift Certificates $298 $346 5404
Coin Op Lawndry §573 $647 5802
Other 5332 $398 $465
Clothing £683 5819 5956
Dry Cleaning §231 §217 $323
Pef Charge 5164 $196 $229
Film/Camera 135 §161 5188
Post Cards 8333 5399 5466
Rollaway/Crib §22 827 $31
VCR Rental 58 59 $11

Tota! Other §27,279 32,735 £38,191

RECEPTION/PARTY RM
Reception/Party Rm 5,215 §6,258 87,301
Catering Fees $845 §1,015 §1,184
Meeting Equipment 5384 5461 £538

Total Mesting/Receptio $6,445 87,734 §9.023
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It is assumed that the fraﬂbhise Central Reservation Office
can supply 10-30% of all bookings for property and that the
GDS can produce 2-5% (sell excess room inventory).

It is assumed that the business ccmmunity, transients and
residential population find the new property an attractive
alternative (based on price/value) to dated lodging options
in the community. -

Based on the brand selected, it is assumed that the brand
strength and unit management maintair a position of wvalue and
enough differentiation to maintain market share if additional
competitors are attracted to the market area.

note: As the market grows, new budget, economy and
extended stay lodging development will be likely.
Lot AT ad.o deibidae i i el LT e s wosbbedink B -
It is assumed that the management of the property is provided
with management systems, techniques and support {money and
time)} to be able to succeed.

It is assumed that the management will be capable of using
direct marketing techniques. The techmniques include, but are
not limited to personal contact, phone solicitatiocn, e-mail,
placing blocks of rooms on the GDS, use of third party
reservation agents, mail and personal presentations.

It is also assumed that management performs well enough to
achieve at least average operating results for the type of
property, state, region and market area.

It is assumed that the management of the property is capable
of establishing tight budgets and operating by them. It is
assumed that the ownership group will commit the resources to
insure the new lodging establishment will have the staving
power to develop the market. This includes additional cash

injections, if required.

It is assumed that' a staging® kitchen is built into the
conference center so that caterers have a place to make
coffee, plate food and properly support table service.

It is assumed that there is storage allowed for tables and
chairs and a lobby is provided with restrooms. For a 3,400
square foot conference centexr, only 2,400 square feet should
be planned on for rental space.

Equipment rental and any extra room set up charges are not
included in rental rates for the conference rooms. All extra
fees are billed directly to the client or party.

The, basic room set up includes choice of room layout
(classroom, bangquet or theater) and ice water.
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Room Night Generation from Events

Based on group size and proportion of "non-local" attendees,
the room night generation from special events is forecasted.
Actual room night generation will vary by function type.

ROOM HIGHT GENERATION FROM SPECIAL FVENTS mtayoce? wks
Mid-priced Lodging w/Special Event Center
run date 131/15/08

Room Description Year 1 Year 2 Year 3
ft
Rental Events 30 32 35
Ave Number Attendees Per Event 45 45 45
Total Attendees 1,350 1,440 1,575
Mid-Sized Room 1,400 sq ft {1 ea)
Rental Events 35 37 38
Ave Mumber Attendees Per Event 100 1440 106
Total Attendees 3,500 3,700 3,800
Combined Rooms 2,400 sa ft () ea)
kental Events 25 32 35
Ave Number Attendees Per Event 150 150 150
Total Attendees 3,756 4,800 5,250
Total Attendees 8,600 9,940 10,625
Room Hight Generation (25%) 2,150 2,435 2,656

Event and Conference Center Assumptions (up to 200 person)

1. It is assumed that” the® marketing and sales person
uses the special event center in a way which optimizes
room nights for the hotel. It is assumed that a bonus
structure is wused to provide adequate earnings to
maintain a quality person.

note: Due to conference center gize and the market
condition, the assistant manager should initially be
used 0.5 FTE for marketing and sales. As boockings
grow, a full time marketing and sales person can be
hired (recommended by year 5).

2. While not included in the pro-forma statements, a
food and beverage commission can be charged and built
into caterer prices. Initially, free access should be
provided to build event sales.
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Room Rental by Group Size

The potential special events, family events and meeting or
conferences was used to forecast room rental by group size.
With a limited population and employment base, the weddings,
anniversaries and special events will most utilization.

ROOM RENTAL ASSUMPTIONS ntgoce.wks
Mid-Priced Lodaing w/Special Event Center

Total Sg Ft = 3,400 sq ft with rentahle space = 2,400 sq ft

run date 11/15/08

Room Deseription Year 1 Year 2 Year 3
Smaller Room 1.000 sq Ft (70~90 persomn)
Number aof Rooms ' 1 1 1
Patential Rentals 365 365 365
Qecupancy 8.00% 9.00% 10.00%
Rental Events 29 33 37
Rve Evenis Per Week G.56 G.63 ¢.70
Ave Rental Rate per Event 870,00  §72.45 §74.99
Raom Rental Revenue 52,044 §2,380 52,731
Mid-Sized Room 1.400 sg ft (300-125 person)
Number of Rooms 1 1 1
Potential Rentals 385 365 J6R
Occupancy 16.00% 11.00% 12,00%
Rental Events 37 40 44
Bve Events Per Week 0.70 0.77 0.84
Ave Rental Rate per Event $150 $150 §150
Room Rental Revenue 35,475 56,023 56,570
Combined Rooms 2,400 so ft {130-210 person)
Number of Rooms 1 1 1
Potential! Rentals 365 365 365
Oecupancy 7.00% 9,00% 11,00%
Rental Events 28 33 49
Ave Events Per Week 0,45 0.63 0.77
Ave Rental Rate per Event $300 $300 $300
Room Rental Revenue §7,665 89,855  £12,045%
Total Rental Revenue $15,184  §18,257  §21,352

note: Rental periced shown is per use and some days may include
more than one function in a room. Food & heverage sales extra.
assumes: 9-15 sqg ft per person '
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Banquet Food and Beverage Forecast

The banquet food and beverage is forecast by group function
and size. If commissions are charged, they can be used for
staff bonuses or paid to the hotel as a site use fee.

FOOD AND REVERAGE SALES/COMMISSTONS mtgocel . wks

Hid-Priced Lodging w/Special Event Center
run date 11/16/08

Room Description Year 1 Year 2 Year 3
Small Room 1.000 sq £t (1 ea)
Rental Events 29 33 37
Ave Number Attendees Per Hvent 45 45 45
Ave Food/Beverage (§) Per Person  $3.50 $3.62 $3.75
Ave Bar {§) Per Person $0.00 §0.00 $G.00
Poodservice Revenue 84,568 5,379 86,243
Commission 5% $228 §269 8312
Bar Revenue 50 0 50
Commission 10% 54 80 80
Mid-Sized Room 1,400 sq £t (1 ea)
Rental Events 37 40 44
Ave Numbsr Attendees Per Event 100 100 100
Bve Food/Beverage {$) Per Persan  §12.00 $12.42 §12.85
Ave Bar (§) Per Persan §4.00 64,14 §4.28
Foodservice Revenue $44,400 §49,680 §56,561
Commission 5% 52,24 $2,484 52,828
Bar Revenue §14,800 $16,560 $18,854
Commissian 10% 81,480 51,656 §1,8485
Combined Rooms 2,400 sq £t {1 ea)
Reatal Events 26 33 40
Ave Number Aitendess Per Eyvent 150 150 150
Ave Food/Reverage (§) Per Person  $20,00 §20.7¢ $21.42
Ave Bar {5) Per Person §8.00 $8.28 $8.57
Foodservice Revetye £79,000 §102,465 §128,547
Commission 5% $3,900 $5,123 §6,427
Bar Revenue §31,200 £40,986 £51,419
Commission 10% $3,120 $4,099 85,1472
Tatal Food/Bev Sales {Banguet) §126,968 §157,524 $191,350
Tatal Rar Sales (Banquet) 546,000 §57,546 §70.272
Total Commission/Bonuses 510,948 $13,531 $16,595

note: If space is leasad, commision ig paid to the hotel. If the hotel
owns and operates the banguet center, the funds may be used as bonuses
for staff.
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Maximum seating capacity of the bangquet center is based on
banquet style seating. The range for capacity is based on the
difference between banquet seating (8-10 sq ft per person)
and spacious fine dining (14-16 sq ft per person). (Maximum
capacity subject to fire/safety codes)

The
the
not
the

Seating Options and Capacity Impacts

Spacious Seating range (14-16 sq ft) ave 15 sq ft
Cafe Seating range {(12-3i4 sq ft) ave 13 sq ft
Banguet Seating range {( 8-10 sg ft) ave 9 sg ft

costs of operating the conference center are included in
operating budgets for the hotel. A conference center will
"cash flow" and can only be justified by an increase in
room nights sold“and tH&“Valde of pre-booked business.

Banquet and Conference Room Costs
{3 space options)

Year 1 Year 2 Year 3
Operating Expenses

Conf Ctr Insurance 2,200 2,310 2,426
Conf Utilities 3,500 3,675 3,859
Conf Direct Op 1,000 1,050 1,103
Conf Maintenance 1,200 1,260 1,323
Conf Marketing 10,000 10,500 11,025
Conf Staffing 3,000 3,150 3,308
Marketing/Sales 10,4C0 10,920 11,466
Maintenahce 1,450 1,523 1,599
Sub Total $32,750 534,388 $36,109

Property Operation Assumptions

1. It is assumed that the continental breakfast cost
averages $4.00 to $5.00 per occupied room.

2. It is assumed thdat a cleaning program is designed
and maintained to protect asset’ value and insure a
quality environment. The costs in the maintenance
budget reflect programed cleaning costs.

3. It is assumed that the cost to re-stock a room is
$1.40 to $1.90 (room, paper, cleaning and linen
supplies).

4. It is assumed that water/sewer use per occupied
room is valued at $0.80 to $1.30 per room night,
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5. It is assumed that at least a 50% residual value is
used for depreciation of building (39 year) and
equipment (10 year).

6. Booking fees are assumed controlled by contract.
Third party fee cost creep must be managed carefully
to optimize property yield. There is a cost advantage
to direct dial bookings or Ceatral Reservation System
bookings over third party bookings.

it is assumed that room inventory and price structure
provided to third parties 1is carefully managed to
avoid a reduction in overall operating margin.

GDS Fees ‘ $ 4
Third Part&eres (15-20%) 5§10
5

diidhiny, ) sk d AR

- per room night
Agéndy Fed5"(10% -

5
$12 per room night
ﬂsu i

-$ 7 per room night

i

7. It is assumed that credit card fees average $1.86
per occupied room or 2.2% of room sales. Credit card
use for banquets is included in the Admin budget for
the banquet center.

8. It is assumed that are specialty suite, studio
suite and extended stay features are built into the
property. The room type mix recommended in this report
is critical to achievement of ADR benchmarks.

9. It is assumed that management will use community
based marketing techniques to gain support of area
businesses and market area residents.

10. It is assumed that long disténce charges are $0.70

per occupied room. It is assumed that quests pay a 30%
margin on the cost of direct dialed long distance.

Other Income Components

LD phone charges
Pool use fees
Video rental
VCR rental
Fax charges
Gift certificates
Games/Video Arcade
Coin op laundry
Dry cleaning
Pet charge
Film/camera
Post cards
Rollaway/crib
Other
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11. Tt is assumed that management is capable of
achieving an ADR of $74-$79 and occupancy of 40-50%
during the first year of operation.

12. It is assumed that the time to clean and re-stock
a room is 35 minutes.

13. It is assumed that ownership and management will
be aggressive promoters of special events, tourism,
recreation and area visitatiorn.

14. Tt is assumed that direct labor direct expenses
increase a minimum of 3% per year. During the ramp up
years, the increase in cost reflects added hours and
wage increases.

15. MahagemdBt® compaiy™fiks {43 "have been included.

16. It is assumed that guality management . is recruited
with a compensatlon package which includes wages, an
annual increase plus bonus considerations.

17. It is assumed that real estate tax capacity for
the completed property will be $40,000 - $60,000
without credits. Extra amounts may be needed for
special assessments.

18. It is assumed that the mid-scale lodging in
Abilene is priced equitably consxderlng the Hollday
Inn Express, economy and budget lodging in the region.

19. It is assumed that water, sewer and utilities are
provided to the site. Any additional access charges
will need to be added to the amount of equity of paid
for with TIF funds (if possible).

20. The site prep allowance :ncludes money for basic
site prep. The amounts may be more or less depending
on site design, city requirements and developer or
franchisor preferences.

21. Recession resistance can be assumed by use of more
equity in the project which will decrease the break
even point. High fuel prices may curtail short term
travel until the market and earnings are adjusted. A
low break even point and operating basics are the best
defenses in an economic downtown.

22. Staffing is assumed to be about average for a mid-
priced property of this size and conference center for
200 guests. By year 5, staffing needs to be increased
to include a full tlme assistant manager and marketing
and sales person
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STRFFING AND WAGE RATE ASSUMPTIONS staffhud.wks
Hid-Priced Lodging
run date 11/16/08

Ave Year 1 Year 2 Year 3

Initial Total Hourly Total Total Total

FTE  Hours Wage Labor Labor Labor

General Manager 1 2080 $19,23 §40,000 §44,000 §48, 400

Rsst Mgr/Mktg i 2080 510,00 §29,800 §21,424 522,067

Pront Desk 4.2 8736  58.00 569,888 571,985 574,144

Kousekesping 3 6245 §7.75 543,360 558,032 866,737

Maintenance 0.3 624 §71.75 54,836 £4,981 55,131
FTE Hrs

Total Dirsct Lahor 7.5 15,600 §7.49 §123,084 £134,4998 $146.011

Total Labor w/Mak 8.5 16,760 59.31 $183,884 §200,422 §216,478

D o o= S S e e A i i el e st nipvefrmnisbia i fhiepiedefemofsioufedes ey
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MARKET TREND AND POTENTIAL IMPACT OF EEW ROOMS trend,wks
Mid-Priced Lodging, 2bilene, Kansas
run date 131/17/08

ASSUMPTIONS
Taxable Revenue §2,500,000 Market Room Night Est 52,000
Demand Growth Rate 3.50% Tourism Factar 0.47
Added Rooms 3 Basic Demand Estimate 12,000
New EmNt Capbura 3,500 Site Rmit Estimate 14,000
Average Rate 564.00 Site New Capture % 25.00%
Lodging Tax Rate 5.00%
S8ales Tax Rate 6.35%
Current Groeth Growth Growth Grouth
Proportion Year 1 Year 2 Year 3 Year 4
SEGHENT
Bagic Demand 11.45% 2.00% 2.50% 3.00% 3.00%
Business Transient 18.54% 5.00% 6.00% 7.00% 7.00%
© Pourism 46.89% 2.00% 2.00% 2,00% 3.00%
Special Events T.52% 3.00% 3.00% 3,00% 3.00%
Meeting & Conferences 9.81% 2.00% 2.00% 2.00% 2.00%
Pamily Events 2.29% 1.50% 1.50% 1,50% 1.50%
Other Referrals 3.50% 3.00% 3.00% 3.00% 3.00%
Total Segments 100%
Average Anpual Growth 2.64% 2.96% 3.07% 3.21%
Weighted Annual Growth 2.65% 2.65% 2.65% 2.65%
ROOM KIGHT FORECAST
Bagic Demand 5,954 6,073 5,225 6,412 f,604
Businass Transient 9,641 10,123 10,730 11,481 12,285
Tourizm 24,383 24,870 25,368 25,875 26,651
Special Events 3,910 4,028 4,149 4,273 4,401
Meeting & Cenferences 5,101 5,203 5.307 5,413 5,522
Family Events 1,191 1,209 1,227 1,245 1,264
Other Referrals 1,829 1,875 1,931 1,689 2,048
Increazed Capture 3,500 3,623 3,749 3,881
Tatal Room Nights 52,000 56,881 58,559 60,438 h7 656
HOTEL/MQTEL
New Rooms 0 &0 Q 1 0
Total Reoms 295 355 355 355 355
Pot Room Nights 107,875 129,575 129,575 129,575 129,575
Market Qccupancy % 48,29% 43,96% 45,19% 46.04% 48, 36%
BARKET EARNINGS SUMMARY
Lodging Revenue §2,625,000 $3,540,357 83,747,772 $3,8588,024 54,009,947
Room Tax §125,000 §172,917 5178,019 $183.731 $190,475
Sales Tax $158,750 §219,605 §226,084 5233%,339 $241,4903

note: Lodging revenue, room and sales tax assume 5% exempt sales
note: Other Referrals - brand referrals, GDS, hooking or ather
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MANAGERIAL ACCOUNRTING

Managerial accounting is intended to help management see the
relationship between cash in and cash out for any period of
time. The usual periods of interest are months and planned vs
actual comparisons provide a useful measure of progress.

GOAL: To produce a cash flow statement which lists inflows
and outflows by ACCOUNT for a period and year to date.

INCOME ACCOUNTS

Cash in is categorized and tagged for each profit source. A
minimum list of accounts is shown. The total of a day’s
entries should” equdT™the J¥PEEit ‘made 4t*£Hé bank’or charge
card batch settlement total.

Revenue Accounts

Room Sales
Retail/Vending
Meeting/Reception/Fees
Other Revenue
Casgsh Paid In
Loan/L.0.C. Proceeds
Taxes Collected

EXPENSE ACCOQUNTS

The expense accounts described below should be used for each
profit center.

Expense Accounts

Cost of Retail/Vending
Cost of Meeting/Reception
Cost of Other Revenue
Admin and General
Direct Operating
Utility and Enerqy
Fixed Expenses and Occupancy Cost
Marketing and Advertising
Repairs and Maintenance
Total Labor
Payroll Taxes and Benefits
Other-Taxes
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1. Administration and General Expense (fixed)

Definition: Expenses which are incurred in order
to operate a business. The expenses are fixed and
do not wvary much regardless of sales.

Officer Salaries (if any)
Credit Card Fees/Discounts
General Insurance

Life Insurance

Bad Debts

Professiocnal Fees

Education

Delivery and Freight

Dues and Subscrlptlons
Office Expénses ‘and Postage
Business Meals

Bank Charges

Travel ,
Other purely administrative expenses

2. Direct Operation Expense

Definition: Expenses which are incurred as a direct
result of the sales effort. Direct expenses include
all supplies which are consumed while servicing a
customer. No expenses which are a part of the Cost of
Goods Sold should be used in this account.

Laundry expense and linen replacement
Consumable services

Music or Entertainment

Small equipment (less than $10, OOO per year)
Vehicle Expense and mileage

Telephone (customer servicing)
Gardening

Consumable suppliesg

Paper products

Use or Activity Fees

Cleaning Supplies

Miscellaneous

3. Utility and Enerqgy Charges

Definition: The energy charges which are associated
with the operation of equipment.

Gas

Electric

Water and Sewer '
Other Energy related charge
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4. Fixed Expenses and Occupancy Costs

Definition: The charges which are associated with
occupying a property. Occupancy charges are largely
fixed and are not usually considered to vary with
sales.

Real Estate Taxes

Fees and Licenses

Equipment Leases

Personal Property Taxes
Interest .

Depreciation

Amortization or Note Principal
Rent

Other Occupancy cogts S
VSR LT b 5. o T R

5. Marketing and Advertising

Definition: The cost associated with promoting the
business. The cost can include promotional printing,
phone use and other charges used in overall marketing
efforts.

‘Advertising

Contributions and . Donatlon
Printing used for advertising
Direct mail pieces and postage
Phone charges

Professional fees

Magazine ads

Direct marketing

6. Repairs and Maintenance

Definition: The cost which is to be expected with a
planned maintenance program for all eguipment,
fixtures and other fixed assets. It usually includes
trash or recycling charges.

Repairs and maintenance
Preventative maintenance
Recycling and refuse charge
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1L‘Total Labor

Definition: This account includes management, all
hourly and salaried workers who are part of
production or involved directly in customer service.
Contract services and management contract fees are
NOT included in this account.

Management Labor
Hourly Labor

i

8. Pavroll Taxes and Benefits

Definftion: " This a&éBunt consisth of mandatory
payroll taxes and any employee benefits offered.

Worker’s Compensation Insurance

FUTA (federal unemployment)

SUTA (state unemployment)

FICA (social security) employee/employer
Federal Withholding 941

Medicare employee/employer

Health insurance (optional)

Vacation {optional)

State Withholding WT-6

9. Cost of Goods Sold

Definition: The actual cost of a good sold. The
cost can be the accumulated total of purchases during the
year, and be adjusted by the final inventory level at year
end. ’
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LIABILITY ACCOUNTS

The liability accounts are updated during the year, however
are not used except at year end to provide the accountant
with enough information to produce the corporate income
taxes, plus a profit and loss statement with balance sheet.

Accounts Payable
Mortgages
Loans

Capital Leases
Notes
Payroll Taxes
Real Estate Taxes
..Bersonal Property Tax
©  Advance Deposits
Federal Income Tax
State Income Tax

¥

ASSET ACCOUNTS

The asset accounts are updated during the year, however are
not used except at year end to provide the accountant with
enough information to produce the corporate income taxes,
plus a profit and loss statement with balance sheet.

" Inmventory
Real Estate
Equipment (FF&E)
Accounts Receivable’
Savings
 Investments

EQUITY ACCOUNTS

Paid In Capital
Retained Earnings (from last balance sheet)
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LOAN AMORTIZATION ANARLYSIS MORTGAGE

Amount Financed $2,795,800.00 Interest Year 1 179%,651.71
Annual Interest (%) 6.50 Interest Year 2 174,931.19
Term in Years 20 Interest Year 3 169,894 .53
Monthly Loan Payment $20,844.73 Gross Loan Profit $2,206,9326.09
Annual Loan Payment $250,136.80 Interest Year 4 164,520,586
Total Loan Payment 55,002,736.09 Interest Year 5 158,786.68
End of Interest Principal Principal
Month Paid Paid Remaining
1 15,143.92 5,700,82 2,790,099.18
2 15,113.04 5,731.70 2,784,367 .49
3 15,081.99 5,762.74 2,778,604,74
4 15,050.78 5,793.96 2,772,810.79
5 15,019.39 5,825.34 2,766,985 .44
6 14,987.84 5,856, 90 2,761,128.55
7 14,956.11 5,888.62 2,755,239.93
8 14,924.22 5,920.52 2,749,319.41
9 14,892.15 5,952.59 2,743,366.82
10 14,859.90 5,984,83 2,737,381.99
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13 14,762.12 6,082.61 2,719,232.29
14 14,729.17 6,115.56 2,713,116.73
15 14,696.05 6,148.68 2,706,968.05
16 14,662.74 6,181.99 2,700,786.06
17 14,629.26 6,215.48 2,6594,570.58
18 14,595,59 6,249.14 2,688,321,44
19 14,561.74 6,282.99 2,682,038.45
20 14,527.71 6,317.03 2,675,721 .42
21 14,493.49 6,351.24 2,669,370.18
22 14,459.09 6,385.65 2,662,984 .53
23 14,424 .50 6,420.23 2,656,564 .30
24 14,389.72 6,455.01 2,650.109,29
25 14,354.76 6,489.98 2,643,619.3]
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2,637,094.18

27 14,284.26 6,560.47 2,630,533.71
28 14,248.72 6,596.01 2,623,9837.70
29 14,213.00 6,631.74 2,617,305.96
30 14,177.07 6,667.66 2,610,638.30
31 14,140.96 6,703.78 2,603,934.53
32 14,104.65 6,740.009 2,597,194, 44
33 14,068.14 6,776,860 2.590,417 .84
34 14.031.43 6,813.30 2,583,604.54
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2,576,754.33

36 13,957.42 6,887.31 2,569,867.01
37 13,920.11 6,924.62 2,562,942.39
38 13,882.60 £,8962.13 2,555,980.26
39 13,844.89 6,999.84 2,548,980.42
40 13,806.98 7,037.76 2,541,942 .67
41 13,768.8¢6 7,075.88 2.534,866.79
42 13,730.53 7,114.21 2,527,752.58
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2,520,599 .34



BUD.7 BUDGETED COST REPORTING SHEET
FIXED EXPENSES AND OCCUPANCY COST

Expense YEAR 1 YEARR 2 YEAR 3 YEAR 4 YEAR 5
Description
MORTGAGE PRINC 70485 75206 B0242 85616 91350
MORTGAGE INTEREST 179652 174931 169885 164521 158787
SECOND LOAN PRINC 0 0 0 0 0
SECOND LOAN INT 4] 0 0
: 0 0 0 0 0 0
0 0 0 0 G 0
0 0 0 4 0
0 §] 0 0 0
L.O.C. INTEREST 0 0 0 0 0
REAL ESTATE TAX 40000 41200 42436 43709 45020
PERS PROPERTY TAX o - 0 0 0 0
BLDG DEPREC 39 YEAR 37128 37128 37128 37128 37128
FF&E DEPREC 10 ¥R 21250 21250 21250 21250 21250
EQUIP DEPREC 7 YR 0 0 0 0 0
FIN AMORT 20 ¥R 0 0 0 0 0
0 0 0 0 0
SITE LEASE COSTS 0 0 #] 0 0
MISC OCC 0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
o 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 O 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 o] 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 ] 0 0
0 4] 0 0 0
0 0 0 0 0
0 0 0 0 0
CASH FLOW TOTAL 348515 348715 350951 352224 353535
INTEREST TOTAL 179652 174931 169895 164521 158787
FIXED OCC COSTS 98378 99578 100814 1062087 103398

DEPRECIATION TOTAL 58378 58378 58378 58378 58378



BUDGETED COBT REPORTING SHEET
ADMINISTRATIVE EXPENSES

Expense
Description

YEAR 1

DUES & SUBSCRIPTIONS
BANK CHARGES

LODGING INSURANCE
CONF CTR INSURANCE
FOODSERVICE INSURANC
CREDIT CARD FEES
TRAINING

QFFICE SUPPLIES
OFFICE POSTAGE
OFFICE PRINTING
ACCOUNTANT FEES

MGT UNIFORMS
BMI/ASCAP

LICENSES

AUTO EXPENSE

TRAVEI, EXPENSE
CHAMBER MEMBERSHIPS
PHONE LINE (basic)
FOODSERVICE ADMIN
LOAN GUARANTEE FEES
LAWYER FEES
CONSULTANT FEES
ADMIN OTHER
MEALS/ENTERTAINMENT
TECHNOLOGY

RM/AGENT COMMISSIONS
VENDING MACH EXPENSE

YEAR 2 YEAR 3 YEAR 4 YEAR 5
165 182 200 220
525 551 579 608

11760 12348 12965 13614
2310 2426 2547 2674
0 0 0 0
20475 21499 22574 23702
315 331 347 365
2625 2756 2894 3039
525 551 579 608
683 717 752 790
2730 2867 3010 3160
210 221 232 243
158 165 174 182
420 441 463 486
0 0 0 0
368 386 405 425
263 276 289 304
1890 1985 2084 2188
0 o 0 0
0 ¢ 0 0
0 0 0 0
0 0 0 0
525 551 579 608
0 0 0 0
525 551 579 608
0 0 0 0
1260 1323 1389 1459
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 &

0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0

545450

547730 $50125 852640 §55282



BUD.5 BEUDGETED COST REPORTING SHEET
UTILITY EXPENSES

Ezpense YEER 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5

Description

ELECTRIC 26500 27825 29216 30677 32211
GAS 17000 17850 18743 19680 20664
WATER & SEWER 8500 8925 9371 9840 10332
CONF CTR UTILITIES 3500 3675 3859 4052 4254

OTHER

BUDGET TOTAL §£55500 $58275 $61189 564248 567461



BUD. 6 BUDGETED COST REPORTING SHEET
DIRECT OPERATING EXPENSES

Expense YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5
Description
PAPER SUPPLIES 2400 2520 2646 2778 2917
CLEANING SUPPLIES 3800 3990 4190 4399 4619
COMPLIMENTARY ®OOD 41000 43050 45203 47463 49836
ROOM SUPPLIES 8500 8925 9371 9840 10332
LD PHONE CHARGES 7200 7560 7938 8335 8752
LOCAL CALL CHARGES 4] 0 0 0 0
LAUNDRY SUPPLIES 3000 3150 3308 3473 3647
LINEN SUPPLIES 3500 3675 3859 4052 4254
CABLE TV 7700 8085 8489 8914 9359
UNIFORMS 600 630 662 695 729
PRINTED MATERIALS 550 578 606 637 " 669
VEHICLE EXPENSE 0 0 0 0 0
PCOL SUPPLIES 5200 5460 5733 6020 6321
FOOD DIRECT EXPENEE 0 0 0 0 0
WATERPARK SUPPLIES 0 0 0 0 0
CONF CTR SUPPLIES 1000 1050 1103 1158 1216
OFHER DIRECT EXPENSE 800 840 882 926 972
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 & 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0

BUDGET TOTAL $85250 $89513 $93988 $98688 $103622



BUD. 4 BUDGETED COST REPORTING SHEET
MAINTENANCE EXPENSES

Expense YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5
Description
INTERIOR REPAIR 950 998 1047 1100 1155
EXTERIOR REPAIR 1000 1050 1103 1158 1216
CRARPET CLEANING 2000 2100 2205 2315 2431
EQUIPMENT REPAIR 650 683 717 752 790
ELECTRICAL SUPPLIES 1500 1575 1654 1736 1823
PLUMBING SUPPLIES 1000 1050 1103 1158 1216
LANDSCAPING/LOT 1800 1890 1985 2084 2188
SNOW REMOVAL 800 840 882 826 972
PEST CONTROL 250 263 276 289 304
TRASH REMOVAL 2000 2100 2205 2315 2431
COMPUTER/POS CONTRAC 350 368 ' 386 405 425
POOL MAINTENANCE 1100 1155 1213 1273 1337
WATERPARK MAINT 0 0 0 0 0
CONF CENTER MAINT 1200 1260 1323 138¢ 1459
FOODSERVICE MAINT 0 0 0 0 0
QTHER MAINTENANCE 500 525 551 579 608
OTHER REPAIRS 500 525 551 579 608
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
¢ 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 4] 0
0 0 0 0 0

BUDGET TOTAL 515600 816380 517199 518059 5189672



BUDGETED COST REPORTING SHEET

MARKETING EXPENSES

Expense
Description

NEWSPAPER ADS
MAGAZINE ADS

RADIO

ROAD SIGNS

DIRECT MAIL DIST
DIRECT MAIL PRINTING
BROCHURE PRINTING
BROCHURE DIST
OTHER DIRECT MKTG
COMPLIMENTARY STAYS
PHONE CHARGES LD
TRAVEL EXPENSES
PROMOTIONAL PRINTING
COPY CHARGES
DIRECTORY LISTINGS
GDS BOOKING FEES
CENTRAL RES FEES
CONF CTR MARKETING
CVE MEMBERSHIP
AGENT COMMISSIONS
OTHER MARKETING

$46950

$49298

$51762
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DETERMINATION OF FINANCIAI, FEASIBILITY

The determination of +the financial feasibility for the
project will be based on select present value calculations.
The effect of interest rate; loan size and level of payment
is weighed against the project’s ability to meet the
financing terms, based on the budgets and sales forecasts
assembled for the first year of operation. The main
consideration is the level of maintainable cash flow which is
most likely from the project.

Usually, a range of debt is possible depending largely on the
level of expense which is required to complete the project
and the sales forecast assumptions which are made. In this
case, reasonable costs have been consideredﬁ%gg midpoint

A v
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The project will be judged to be financially feasible when
the financing terms are satisfactorily met, after all other
obligations are met. If the plans are determined not to be
feasible, changes in budgets can re-establish financial
feasibility, but at a reduced level of capital expenditure
and borrowing. ) '

Present value methods are preferred due to the importance of
cash flows which will occur over the term of the loan and can
affect the ability to service the debt to maturity. The most
critical portion of the project-is repayment ability during
the first two years of operation. Costs usually will exceed
projected levels and actual sales may be below forecasts.
Cash shortfalls will need to be made up from permanent
working capital or other sources of income.

The Uniform Series (present value) Cash Flow Tables used for
the calculations are provided in most financial management
texts. The formula used Lo determine Vor the maximum
feasible size of a loan is:

Feasibility g; g Single Investment
Vo= Maximum Loan Size

Vo = A [USPV i,N] where,

A = annual cash flow available to
service debt (annual pavments)

i = interest rate per year

N = number of years in term of loan

Page BPI.1
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Once established, the formula can also be used to determine
the maximum interest rate which is feasible for the project.
The data for the project under coansideration is provided
below; ,

(before Occ) Projected Operating Income $ 354,921
(first year level)
subtract : ,
Minus non-debt Occupancy 40,000
(Total Occ - Annual Debt Pymts - Deprec)
subtract Royalty/Ad Fee/Mgt Fee 99,033
equals
o "ng%&cted_AvailablewCaghwﬁlgw“ 215,888
diV_‘L de ERIE 7 = R 1 - A [ T T & o
Factor 1.30
equals

Adjusted Cash Flow to Service $166,068
Annual Debt (30% excess capacity)

Estimates
Mid-Price Branded Lodging, Abilene, Kansas

Low Estimate High Estimate
Sales S 830,000 $1,466,000
A = §$166,068 | A = $5271,268
i= 6.5% i = 6.5%
N = 20 years N = 20 years
V, = $166,068(10.594) = $271,268(10.594)
Debt Capacity = $11759,324 _= $2,873,813

® 4

Range

A safety factor of 30% excess debt carrving capacity was
used. :

Should the project exceed tne high end sales projections,
additional debt service could be supported or  the added
capacity allowed to produce profit which can be accumulated
for later use.

Should the lower level of sales not be reached, additional
cash injections would be required in order to continue. AL
that time, the efficiency of management should be studied and
changes be considered in order to maintain feasibility of the
project. The project becomes insolvent when the safety factor
is $0 and current obligations require cash injection.
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Debt Service Coverage

The previous page suggests the level of debt which can be
handled reasonably and the cash ratio of debt coverage
indicates the ability of the project to satlsfy it’s debts
from cash flow. This ratio is very useful in predicting a
bankruptcy or insolvency.

Debt Service Ratioc = Caéh Flow

Total Long Term Debt

Cash Flow = Operating Income - (non debt) Occupancy
Expenses - Royalty/Ad/Mgt Fee + Depreciation

poegen wlEEe . g wﬁﬂ’m : -ﬁﬂﬁ?@mxﬁ?@ e -gaﬁ_ﬁ}@zm EE kN E 3»
(A) Net Cash Flow ($ 34,248) $103,747 $249,446
(B) Annual Debt (P+I) 250,137 250,137 250,137
(C) Cash Flow (B+A) 215,889 353,884 499,583
Before Debt -
(D} Debt Service (C/B) 0.86 1.41 2.00
' Ratio

Notes: To reduce risk and improve financial feasibility,
the following recommendations are made.

1. work with the CVB/Chamber of Commerce to improve
the room night capture and average daily spending of
visitors and tourists in Abilene.

2. Work to maintain favorable market yield, improving
conversion of visits to overnight stays. Increase the
average daily spending by visitors.

3. Work to attract destination weddings, meetings,
regional group functions and special events.

Feasibility Statement

The mid-scale branded lodging is feasible subject to the
limitations and contingencies presented in this report.
Critical success factors are confernce ‘center, equity
level, regional marketing, tourism promotion and
maintaining a favorable ADR (at or above the forecasted
level). Debt should be kept near the mid-point of the
range specified as feasible. This report includes many
recommendations to improve project performance and
reduce risk.
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APPENDIX

A feasibility study is a third party oplnlon relating to a
project, based on consideration of the market and the level
of investment. A feasibility study is intended to be used as
a "pre-planning" document. The purpose of a feasibility study
is to determine whether or not to proceed with a project and
if so, under what conditions. Based on input obtained from a
feasibility study, a developer may often modify the size,
scope, market strategy or cost a project.

A feasibility study will provide development recommendations,
1dent1fy market constraints and suggest limitations. Debt
carrying capacity is identified in a statement of financial
fea51blllty which suggests$the range of debt within which

the project is feasible. 7 o '

A feasibility study prov1des the basis for project planning.
After equipment, construction, site development and other
quotes are received, a business and funding plan can be
prepared. A buSLness plan is a compilation of actual quotes,
financial commitments and decisions which are used in lender
and equity investment representations.

While a feasibility study can provide a proiject planning tool
and a "basgisg" for investment or lending, it is not intended
to replace a loan proposal, business plan or an investment
prospectus.

Items to Include with Loan ?roposal

1. Independent, third party Feasibility Study
2. Franchise documentation (for franchise purchase)
3. Loan request or business plan
Land and site development costs
Construction quotes :
Quotes for professional services
architect, engineer, environment testing
Other negotlated capital or costs
TIF, tax abatement, public funds, grants
Sewer or water access fees & special assessments
Resume for all key persons
Current appraisal
appraisal upon completion
last real estate tax statement (existing prop)
Collateral available for each source of debt
Business entlty and strucLure (Corp, LLC or other)
equity participations
guarantees and related fees
management company.or agreement
4. Personal financial statement w/balance sheet
(all guarantors)




