I~

MARKET STUDY

Proposed Homewood Suites
Celebratio

CELEBRATION BOULEVARD
CELEBRATION, FKOR

PREPARED BY:

HVS Consulting & Valuation

Heritage Hospitality Group Division of HVS Consulting & Valuation
115 West Jackson Street, Suite 2D 111 Granada Court

Ridgeland, Mississippi, 39157 Orlando, Florida 32803

+1 (601) 488/465 +1 (415) 896-0868




HVS ORLANDO

111 Granada Court
Orlando, Florida 32803
+1 (415) 896-0868
+1(516) 742-3059 FAX

www.hvs.com

Superior results through unrivaled
hospitality intelligence. Everywhere.

October 2,2018

Mr. Hiren Patel

Heritage Hospitality Group
115 West Jackson Street, Suite 2D
Ridgeland, Mississippi, 39157

Re: Proposed Hommewood Suites Cele
Celebratjon, Florida, Osceola County
eference: 2018021556

Dear Mr. Patel:

Pursuant to your request, we herewith submit our market study pertaining to the

or entities. We hereby certify that we have no
erty, and our employment and compensation are

Sincerely,
HVS Consulting & Valuation

AFT DOCUMENT

Jeffrey D. Pennington, Vice President
jpennington@hvs.com, +1 (850) 766-6109
DRAFT DOCUMENT

Adam R. Lair, MAI, Managing Director, Senior Partner
alair@hvs.com, +1 (504) 231-2651


mailto:jpennington@hvs.com
mailto:alair@hvs.com
www.hvs.com

Table of Contents

SECTION TITLE PAGE
1. Executive Summary 1
2. Description of the Site and Nei 11
3. Market Area Analysis 19
4, Supply and Demand Analysis 37
5. Description of the Proposed Improvem 52
6. Projection of Occupancy and Average Rate 58
7. Projection of Inco 63
8. Statement of Assu 74




1. Executive Summary

Subject of the The subject of the market study is a 152,460-square-foot (3.50-acre) site to be
Market Study improved with an extended-stay lodging facility; the hotel will be associated with
the Homewood Suites by/Hilton brand/ The property, which is expected to open on
June 1, 2020, will feature 125 rooms, a breakfast dining area, an outdoor pool, an
outdoor whirlpool, a fitness room,/a business center, a market pantry, and a guest

The 3.5-acre subject site i eveloped with a 125-key Homewood
Suites by Hilton. 2018;,-the 3.5-acre hotel site was part of a larger

Hllton will be the first -branded hotel and the first extended-stay hotel
2 elebration community. Celebration was originally

Pertinent Dates he_effective/date of the report is September 1, 2018. The subject site was

Ownership, Franchise, he proposed subject hotel is Heritage Hospitality Group, which is
and Manageme idgeland, Mississippi. The larger 18.49-acre parcel, which contains the
Assumptions 3.5-acre'subject site, was last sold in May 2017; KF Orlando Dev LLC has owned

assume that the proposed hotel will be managed by a professional
management company that is experienced in the operation of upscale, extended-
stay hotels in this region. The management team had not been selected as of the
date of this study; therefore, details pertaining to management terms had yet to be
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determined. We have assumed a appropriate total management fee of
3.0% of total revenues in our study.

Homewood Suites by Baséd on our review of the agreement’s terms
or expected terms, the
forecasts with a royalty fee o % ofrooms revenue, and a marketing assessment
of 3.5% of rooms revenue.

Summary of Hotel After peaking 3 PAR declined significantly the following
Market Trends year given a oy in—average rate as local operators sought to
e national recession. A rapid recovery

was absorbed by the market. Year-end 2017 data
e metrics as strong demand throughout the year led
evPAR. Year-to-date 2018 data illustrate continued

trends for a/selected set of hotels, as provided by STR.
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FIGURE 1-1  HISTORICAL SUPPLY AND DEMAND TRENDS (STR)

Average Daily Room  Available Room Occupied Room

Year Count Nights Change Nights Change. Occupancy Rate ange RevPAR Change
2008 1,037 378,370 = 229,404 60.6 % $120.88 = $73.29 =
2009 1,189 434,065 147 % 268,677 104.85 (13.3) % 64.90 (11.5) %
2010 1,245 454,315 4.7 312,852 102.53 (2.2) 70.61 8.8
2011 1,263 460,995 15 332,503 105.48 2.9 76.08 7.8
2012 1,228 448,135 (2.8) 328,466 111.28 5.5 81.56 7.2
2013 1,231 449,315 0.3 355,706 112.82 1.4 89.32 9.5
2014 1,118 407,970 (9.2) 331,131 118.91 54 96.51 8.1
2015 1,262 460,725 12.9 356,578 121.53 2.2 94.06 (2.5)
2016 1,518 554,046 20.3 401,632 120.76 (0.6) 87.54 (6.9)
2017 1,616 589,854 6.5 471,651 121.03 0.2 96.78 10.5

Year-to-Date Through July
2017 1,614 342,179 — 271,482 — $125.22 — $99.35 —
2018 1,623 344,076 0.6 % 293,504 130.83 45 % 111.60 123 %

Average Annual Compounded Change:

2008 - 2011 6.8 (4.4) 1.3

2011 - 2017 4.2 23 4.1

Number Year Year

Hotels Included in Sample Class of Rooms Affiliated Opened Comments

Staybridge Suites Lake Buena Vista Upscale Class 150 Oct 2003  Sep 1993

Autograph Collection Bohemian Hotel Celebration Upper Upscale Class 115 Apr 2010  Nov 1999

150 Feb 2015 Dec 2000
210 May 2001 May 2001
162 Nov 2017 Oct 2001 Previously Independent
125 Feb 2008 Feb 2008
285 Sep 2011  May 2008

Springhill Suites Orlando Kissimmee

Residence Inn Orlando Lake Buena Vista
Holiday Inn Express & Suites South Lake Buena Vista
Hampton Inn Suites Orlando South Lake Buena
Melia Orlando Hotel @ Celebration

Homewood Suites Lake Buena Vista Orland 130 Jun 2009  Jun 2009

Home2 Suites Orlando International Drive/Sout| i i 146 Jan 2016  Jan 2016

Fairfield Inn & Suites Orlando Kissimmeg Celg¢bration Upper Mi 150 Jun 2016  Jun 2016
Total 1,623

Source: STR

reflect our estimates of operating data for hotels on an
se trends are presented in detail in the Supply and Demand
pter of this report.
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FIGURE 1-2 PRIMARY COMPETITORS — OPERATING PERFORMANCE

Est. Segmentation

Estimatm

Estimated 2017

Weighted Weighted
Annual Annual
[

Numberof 5 5‘ Room Room Occupancy Yield
Property Rooms s ] Count b Average Rate RevPAR Count Occ. Average Rate RevPAR Penetration Penetration
Homewood Suites by Hilton Lake Buena Vista Orlando 130 80 % 20 % 130 90-95 % $120 - 130 95-100 % $120- $125 $120 - $125 110-120 % 110-120 %
Residence Inn by Marriott Orlando Lake Buena Vista 210 80 20 210 75 - 80 125 - 130 210 80 - 85 130 - 140 110- 115 100 - 110 110 - 120
Staybridge Suites Orlando Lake Buena Vista 150 80 20 15| - 100 140 - 150 50 150 95 - 100 150 - 160 140 - 150 120 - 130 140 - 150
Sub-Totals/Averages 490 80 % 20 % 490 7.5 % $131.77 $115.32 490 913 % $137.49 $125.53 112.0 % 125.2 %
Secondary Competitors 1,126 87 % 13 % 681 65.1\9 $111.93 $72.88 748 75.1 % $111.45 $83.69 92.1 % 83.5 %
Totals/Averages 1,616 84 % $121.68 $90.63 1,238 81.5 % $122.99 $100.25 100.0 % 100.0 %

* Specific occupancy and average rate data were utilized in our analysis, but are present

anges\in the above table for t

purposes of confidentiality.
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FIGURE 1-3 SECONDARY COMPETITORS — OPERATING PERFORMANCE

Est. Segmentation Estimated 2016 Estimated 2017
eighted Weighted
° Total Annual Annual
Number of § °§ Competitive Room Room
Property Rooms < & Level nt cc. Average Rate RevPAR Count Occ. Average Rate RevPAR
Home2 Suites by Hilton Orlando International Drive South 146 8 % 15 % 70 % % $100 - $105 $70 - $75 102 85-90 % $100 - $105 $90 - $95
SpringHill Suites Orlando Kissimmee 150 85 15 95 - 100 65 - 70 105 70-75 100 - 105 75 - 80
Hampton Inn & Suites Orlando South Lake Buena Vista 125 90 10 100 - 105 75 - 80 88 80 - 85 105 - 110 85-90
Fairfield Inn & Suites Orlando Kissimmee Celebration 150 90 10 85 - 90 35-40 105 70-75 105 - 110 80 - 85
HolidayInn Express & Suites South Lake Buena Vista 155 90 10 70-75 35-40 109 55 - 60 80 - 85 45 - 50
Melia Orlando at Celebration 130 - 140 85-90 171 70-75 110 - 115 80 - 85
Bohemian Hotel Celebration Autograph Collection 170 - 180 130 - 140 69 75 - 80 170 - 180 130 - 140
Totals/Averages $111.93 $72.88 748 751 % $111.45 $83.69
* Specific occupancy and average rate data was utilized in our analysis; . nted in ranges in the above table for the purposes of confidentiality.
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Summary of Forecast
Occupancy and
Average Rate

reflects a summary of our marke
average rate projections.

wide and proposed subject hotel occupancy and

FIGURE 1-4 MARKET AND SUBJECT PROPERTY AVERAGE RATE FORECAST

Area-wide Market (Calendar Year) Subject Property (Calendar Year)

Average Rate  Average Average Rate  Average Average Rate
Year Occupancy Growth Rate Occupa owth Rate Penetration
Base Year 81.5 % $140.00 113.8 %
2018 84.0 146.30 113.8
2019 84.9 152.15 113.8
2020 81.5 156.72 113.8
2021 80.4 161.42 113.8
2022 80.7 166.26 113.8
2023 80.7 171.25 113.8

Year Occupancy Average Rate

2020/21 79 % $158.66
2021/22 82 163.42
2022/23 83 168.32
Summary of-Foreca oning of each revenue and expense level is supported by comparable

Income and Expénse
Statement

operations gr trends specific to this market. Our forecast of income and expense is
presented in the following table.
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FIGURE 1-6 DETAILED FORECAST OF INCOME AND EXPENSE
2020/21 BeginsJune 2021/22 2023/24 2024/25

Number of Rooms: 125 125 125 125
Occupancy: 79% 82% 83% 83%
Average Rate: $153.90 $161.79 $173.37 $178.57
RevPAR: $121.58 $132.67 $143.90 $148.22
Days Open: 365 365 365 365
Occupied Rooms: 36,044 %Gross PAR POR 37,413 %Gross PAR PAR POR 37,869 %Gross PAR POR 37,869 %Gross PAR POR
OPERATING REVENUE
Rooms $5,547 98.0 % $44,376 $153.90 $6,053 98.1 % $48,424 $161.79 $168.32 $6,565 98.1 % $52,520 $173.36 $6,762 98.1 % $54,096 $178.56
Other Operated Departments 78 1.4 621 2.16 81 1.3 647 2.16 2.21 86 1.3 689 2.27 89 1.3 710 2.34
Miscellaneous Income 37 0.6 294 1.02 38 0.6 307 1.02 40 1.05 41 0.6 326 1.08 42 0.6 336 1.11

Total Operating Revenues 5,661 100.0 45,292 157.07 6,172 100.0 49,378 164.98 6,497 71.57 6,692 100.0 53,535 176.71 6,893 100.0 55,142 182.02
DEPARTMENTAL EXPENSES *
Rooms 1,363 24.6 10,904 37.82 1,425 235 38.94 1,519 231 12,150 40.10 1,564 23.1 12,514 41.31
Other Operated Departments 51 65.7 408 1.42 53 65.2 1.44 56 65.0 448 1.48 58 65.0 461 1.52
Total Expenses 1,414 25.0 11,312 39.23 1,477 239 11,819 40.37 1,575 23.5 12,597 41.58 1,622 235 12,975 42.83
DEPARTMENTAL INCOME 4,247 75.0 33,980 117.84 4,695 76.1 37,5%‘.{ 1\2\5.49 4,96/8/ 76.5 39,747 131.20 5,117 76.5 40,938 135.13 5,271 76.5 42,167 139.19
UNDISTRIBUTED OPERATING EXPENSES
Administrative & General 470 8.3 3,762 13.05 491 8.0 3,928 7.8 4,068 13.43 524 7.8 4,190 13.83 539 7.8 4,316 14.25
Info & Telecom Systems 81 1.4 645 2.24 84 1.4 673 1.3 697 2.30 90 1.3 718 2.37 92 1.3 740 2.44
Marketing 282 5.0 2,257 7.83 295 2,357 4.7 2,441 8.06 314 4.7 2,514 8.30 324 4.7 2,589 8.55
Franchise Fee 499 8.8 3,994 13.85 ,358 8.8 4,589 15.15 591 8.8 4,727 15.60 609 8.8 4,869 16.07
Prop. Operations & Maint. 181 3.2 1,451 5.03 1,717 4.0 2,092 6.91 269 4.0 2,155 7.11 277 4.0 2,219 7.33
Utilities 202 3.6 1,612 5.59 1,684 3.4 1,743 5.75 224 3.4 1,796 5.93 231 3.4 1,850 6.11
Total Expenses 1,715 30.3 13,721 47.59 14,717 30.0 15,631 51.60 2,012 30.0 16,099 53.14 2,073 30.0 16,582 54.74
GROSS HOUSE PROFIT 2,532 447 20,258 70.26, 2/,855 46.2 ZZW 46.5 24,117 79.61 3,105 46.5 24,839 81.99 3,198 46.5 25,584 84.45
Management Fee 170 3.0 1,359 4.7/{l 185 3.0 1,481 3.0 1,559 5.15 201 3.0 1,606 5.30 207 3.0 1,654 5.46
INCOME BEFORE NON-OPR. INC. & EXP. 2,362 41.7 18,900 65/.54 2,670 43.3/ )’.,ﬁSO 71.37 2,820 43.5 22,557 74.46 2,904 435 23,232 76.69 2,991 435 23,930 78.99
NON-OPERATING INCOME & EXPENSE
Property Taxes 111 2.0 892 3.09 6.14 236 3.6 1,892 6.24 244 3.6 1,949 6.43 251 3.6 2,007 6.63
Insurance 110 1.9 876 3.04 3.02 116 1.8 930 3.07 120 1.8 958 3.16 123 1.8 986 3.26
Reserve for Replacement 113 2.0 906 3.14 185 4.95 260 4.0 2,079 6.86 268 4.0 2,141 7.07 276 4.0 2,206 7.28
Total Expenses 334 58 2,674 _—9.27—_ 528 g D 14.10 613 9.4 4,901 16.18 631 9.4 5,048 16.66 650 9.4 5,199 17.16
EBITDA LESS RESERVE $2,028 358 % $16,296  $56.27  $2,142  34.7 % 317,139 £57.27  $2,207 34.1 % $17,656  $58.28  $2,273 34.1 % $18,185 $60.03  $2,341 34.1 % $18,731  $61.83

*Departmental expenses are expressed as a percentage of departmental revenues.
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FIGURE 1-7 TEN-YEAR FORECAST OF INCOME AND EXPENSE
2020/21 2021/22 2022/23 2023/24 2025/26 2 27 2027/28 2028/29 2029/30

Number of Rooms: 125 125 125 125 125 125 125 125 125
Occupied Rooms: 36,044 37,413 37,869 37,869 869 37,869 37,869 37,869 37,869
Occupancy: 79% 82% 83% 83% 3% 83% 83% 83% 83%

Average Rate: $153.90 %of $161.79  %of $168.32  %of $173.37  %of $183.93  %of $189.45  %of $195.13  %of $200.99  %of $207.02  %of
RevPAR: $121.58 Gross $132.67  Gross $139.71  Gross $143.90 $157.24  Gross $161.96  Gross $166.82  Gross $171.82  Gross
OPERATING REVENUE

Rooms $5,547 98.0 %  $6,053 98.1 % $6,374 98.1 %  $6,565 % $7,174 98.1 % $7,389 98.1 % $7,611 98.1 % $7,839 98.1 %
Other Operated Departments 78 1.4 81 13 84 13 86 94 13 97 13 100 1.3 103 13
Miscellaneous Income 37 0.6 38 0.6 40 0.6 41 45 0.6 46 0.6 47 0.6 49 0.6

Total Operating Revenues 5661 100.0 6,172 100.0 6,497 100.0 7,313 100.0 7,532 100.0 7,758  100.0 7,991 100.0

DEPARTMENTAL EXPENSES *

Rooms 1,363 24.6 1,425 23.5 1,474 23.1 23.1 1,660 23.1 1,709 23.1 1,761 23.1 1,813 23.1
Other Operated Departments 51 65.7 53 65.2 54 65.0 65.0 61 65.0 63 65.0 65 65.0 67 65.0
Total Expenses 1,414 25.0 1,477 23.9 1,529 23.5 23.5 1,721 23.5 1,772 23.5 1,825 23.5 1,880 23.5
DEPARTMENTAL INCOME 4,247 75.0 4,695 76.1 4,968 76.5 76.5 5,592 76.5 5,760 76.5 5,933 76.5 6,110 76.5
UNDISTRIBUTED OPERATING EXPENSES

Administrative & General 470 8.3 491 8.0 508 7.8 7.8 556 7.8 572 7.8 589 7.8 607 7.8 625 7.8
Info & Telecom Systems 81 1.4 84 1.4 87 1.3 13 95 13 98 13 101 13 104 1.3 107 13
Marketing 282 5.0 295 4.8 4.7 333 4.7 343 4.7 354 4.7 364 4.7 375 4.7
Franchise Fee 499 8.8 545 8.8 . 8.8 627 8.8 646 8.8 665 8.8 685 8.8 706 8.8
Prop. Operations & Maint. 181 3.2 215 3.5 4.0 4.0 286 4.0 294 4.0 303 4.0 312 4.0 322 4.0
Utilities 202 3.6 210 3.4 34 3.4 238 3.4 245 3.4 253 3.4 260 3.4 268 3.4
Total Expenses 1,715 30.3 1,840 29.8 30.1 30.1 2,135 30.1 2,199 30.1 2,265 30.1 2,333 30.1 2,403 30.1
GROSS HOUSE PROFIT 2,532 44.7 2,855 46.3 /015 46.4 46.4 3,294 46.4 3,393 46.4 3,495 46.4 3,600 46.4 3,707 46.4
Management Fee 170 3.0 185 3.0 \1~9\5 3.0 3.0 213 3.0 219 3.0 226 3.0 233 3.0 240 3.0
INCOME BEFORE NON-OPR. INC. & EXP. 2,362 41.7 2,670 43.3 2,820 43.}/ 2,904 43.4 2,991 43.4 3,081 43.4 3,174 43.4 3,269 43.4 3,367 43.4 3,468 43.4
NON-OPERATING INCOME & EXPENSE

Property Taxes 111 2.0 3.6 251 3.6 258 3.6 266 3.6 274 3.6 282 3.6 291 3.6
Insurance 110 19 1.8 123 1.8 127 1.8 131 1.8 135 1.8 139 1.8 143 1.8
Reserve for Replacement 113 2.0 .0 276 4.0 284 4.0 293 4.0 301 4.0 310 4.0 320 4.0
Total Expenses 334 5.9 » 9.4 650 9.4 669 9.4 689 9.4 710 9.4 731 9.4 753 9.4
EBITDA LESS RESERVE $2,028 358 % sff,142 348 % $2,207 . 34.0 \% $2,273 340 % $2,341 340 % $2,412 340 % $2,484 340 % $2,558 340 % $2,635 340 % S2,714 340 %
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Scope of Work The methodology used to deyelop this study is based on the market research and
valuation techniques set forth in the textbooks authored by Hospitality Valuation

Services for the American Institute of/Real Estate Appraisers and the Appraisal

Institute, entitled The /Valuation o otels and Motels,! Hotels, Motels and

Restaurants: Valuations and-Market Studies,? The Computerized Income Approach to

Hotel/Motel Market Studies Valugtions,3 Hotels and Motels: A Guide to Market

Analysis, Investment Analysis, and Valuations,* and Hotels and Motels - Valuations

and Market Studies.5

1. ed by the staff of HVS Consulting &

ied by the client and/or the property’s

ishmore, Hotels, Motels and Restaurants: Valuations and Market Studies.

3 Stephery Rushmore, The Computerized Income Approach to Hotel/Motel Market Studies and
Valy
4 Stephen Rushmore, Hotels and Motels: A Guide to Market Analysis, Investment

tigns. (Chicago: American Institute of Real Estate Appraisers, 1990).

Analysis, and Valuations (Chicago: Appraisal Institute, 1992).
5 Stephen Rushmore and Erich Baum, Hotels and Motels — Valuations and Market Studies.
(Chicago: Appraisal Institute, 2001).
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An analysis of existing and osed competition provides an indication of
the current accommodat ith market penetration and

Documentation for an gccupancy and ADR projection is derived utilizing
the build-up approach {n-analysis of lodging activity.

A detailed projectiont of income and expense made in accordance with the
Uniform Syster Accounts for the Lodging Industry sets forth the
anticipated economic benefits of the proposed subject property.
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2. Description of the Site and h d

Physical Characteristics The subject site mea

FIGURE 2-1 SUBIJ

DirMaw

Adjacent Use

Commercial Office Building, Parking
Residences
Vacant Land
Interstate 4
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VIEW OF SUBJECT SITE

Topography and
Site Utility

improvements, thus contributing to the overall profitability of the hotel.
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AERIAL PHOTOGRAPH .
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FROM SITE TO THE SOUTH
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VIEW FROM SITE TO THE EAST VIEW RQM\SI:QE T E WEST

Access and Visibility site with respect to regional and local transportation
, including ease of access. The subject site is readily

and county roads, as well as state and interstate
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MAP OF REGIONAL ACCESS ROUTES
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to/from the city of Celebration and the subject site, in particular, is
ery good. The subject market is served by a variety of additional local
e/illustrated on the map
icular access to the subject site is provided by Celebration Boulevard
ite is located along a well-traveled local corridor and is relatively
simple to locate from Interstate 4, which is the nearest major highway. The
bject hotel is anticipated to have adequate signage along Celebration
nd visible signage from Interstate 4, as well as on its fagade. Overall,
bject site benefits from very good accessibility, and the proposed hotel is
to enjoy very good visibility from within its local neighborhood
Airport Access The proposed subject hotel will be served by the Orlando International Airport,
which is located approximately 15 miles to the northeast of the subject site.
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Neighborhood

d residences along Celebration Boulevard.
Some specific businesses and-entitiés_in the area include Celebration Golf Club,

Celebration mile east of the neighborhood;
additionally, F Health is located just north of the
neighborhood.

MAP OF NEIGHBORHOOD
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Utilities

re not provided to us or made available for our
of this report. We are not qualified to evaluate soil

Soil and
Subsoil Conditions

Nuisances :
and Hazards isi i q ontaminants at the time of our inspection. Because

Flood Zone i the Federal Emergency Management Agency, the subject site is

ood with average depths of less than one foot or with drainage
an one square mile and areas protected by levees from the 100-year

Zoning ing to/the local planning office, the subject property is zoned as follows: PD

property’s/zoning regulations are summarized in the following table.
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Easements and
Encroachments

Conclusion

FIGURE 2-2 ZONING

Municipality Governing Zoning Osceola County

Current Zoning Planned Development (P

Vacant Commercial

Current Use
Is Current Use Permitted
Is Change in Zoning Liké
Permitted Uses Hotel/motel, office, medical office, residential
Hotel Allowed

Legally Non-Confo

€ favorably located near the interstate,
and generators, and commercial demand sources
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3. Market Area Analysis

The economic vitality of arket area and neighborhood surrounding the
in forecasting lodging demand and

demographic trends that reflect the

ging demand, with the objective of
ine in visitation by individual market

Market Area Definition i cility is the geographical region where the sources

Jniversal Orlando, Orlando is also the major center
Florida region. Orlando's economic climate is

“Hange. Micropolitan statistical areas represent urban areas in
tates based around a core city or town with a population of 10,000 to

total population of at least 100,000 (75,000 in New England). The following
exhibit illustrates the market area.
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MAP OF MARKET AREA
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Economic and

Demographic Revie ic and Demographic Data Source published by Woods & Poole

ell-regarded forecasting service based in Washington, D.C.
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FIGURE 3-1

ECONOMIC AND DEMOGRAPHIC DATA SUMMARY

Average Annual
Compounded Change

2000 2020 }600-10 2010-16 2016-20
Resident Population (Thousands)
Osceola County 174.1 373.9 45 % 37 % 27 %
Orlando-Kissimmee-Sanford, FL MSA 1,656.9 2,631.9 2.6 2.2 1.9
Orlando-Deltona-Daytona Beach, FL CSA 2,206.1 3,439.3 2.5 2.1 1.8
State of Florida 16,047.5 21,857.9 1.6 1.5 1.5
United States 282,162.4 335,057.8 0.9 0.7 0.9
Per-Capita Personal Income*
Osceola County $24,933 $30,543 0.4 1.1 2.5
Orlando-Kissimmee-Sanford, FL MSA 33/516 38,846 (0.2) 1.7 1.7
Orlando-Deltona-Daytona Beach, FL CSA 38,587 0.1 1.7 1.7
State of Florida 44,531 0.6 1.5 1.8
United States 47,348 0.7 1.9 1.6
W&P Wealth Index
Osceola County 64.6 (0.5) (1.1) 0.7
Orlando-Kissimmee-Sanford, FL MSA 83.3 (0.9) (0.4) 0.1
Orlando-Deltona-Daytona Beach, FL CSA 82.7 (0.6) (0.4) 0.1
State of Florida 98.1 (0.0) (0.5) 0.2
United States 100.0 0.0 0.0 0.0
Food and Beverage Sales (Millions)*
Osceola County $615 $700 1.3 6.9 3.3
Orlando-Kissimmee-Sanford, FL M 5,704 6,207 2.8 5.7 2.1
Orlando-Deltona-Daytona Be 6,849 7,448 2.6 5.6 2.1
State of Florida 28,727 38,469 41,653 2.6 5.0 2.0
United States 447,728 582,294 615,384 2.0 45 1.4
Total Retail Sales (Millions)*
Osceola County $3,138 $4,288 $4,929 3.0 5.3 3.5
Orlando-Kissimmee<Sanford 35,397 45,840 50,921 2.5 4.4 2.7
Orlando-Deltona-Dayto 43,104 55,374 61,310 2.3 43 2.6
State of Florida 241,567 268,761 327,486 358,686 1.1 3.3 2.3
United States 3,902,830 4,130,414 4,880,293 5,227,450 0.6 2.8 1.7
*Inflation Adjust
Source: Woods & Poole Economics, Inc.
October-2018 Market Area Analysis 2 1
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rerage annual change, which is stronger than
decade, the latter years of which were

an annual increase of 3.0% registered
an-increase of 5.3% in the period 2010 to

Workforce
Characteristics

a's workforce provide an indication of the type and
likely to be generated by local businesses. Sectors
1 real estate (FIRE); wholesale trade; and services

g-facilities. Contributions from manufacturing, construction,
atioy commumcatlons and public utilities (TCPU) employers can also be

October-2018 Market Area Analysis 22
Proposed Homewood Suites Celebration — Celebration, Florida



FIGURE 3-2

HISTORICAL AND PROJECTED EMPLOYMENT (000S)
Average Annual
Compounded Change
Percent Percen Percent Percent 2000- 2010- 2016-
Industry 2000 of Total 2010 Total 2016~ of Total 2020 of Total 2010 2016 2020
Farm 0.9 14 % % 0.5 03 % (5.8) % (0.2) % 21 %
Forestry, Fishing, Related Activities And Other 0.6 0.9 0.7 0.5 1.0 0.5 2.7
Mining 0.0 0.0 0.1 0.1 14.9 8.3 0.3
Utilities 0.0 0.1 0.1 0.0 7.0 (4.0) 0.0
Construction 4.6 7.3 10.8 7.1 3.0 5.6 5.8
Manufacturing 1.5 2.3 2.0 13 0.3 33 14
Total Trade 10.7 16.8 247 16.2 4.1 4.5 4.3
Wholesale Trade 1.9 3.0 4 3.4 2.2 2.0 4.9 2.1
Retail Trade 8.8 13.8 13.4 214 140 4.5 4.4 4.7
Transportation And Warehousing 1.1 1.8 4.0 6.0 3.9 10.4 9.4 3.1
Information 0.4 0.7 0.7 0.9 0.6 7.0 0.5 0.3
Finance And Insurance 1.2 1.9 2.5 3.8 2.5 9.1 2.6 3.5
Real Estate And Rental And Lease 34 5.4 9.4 7.1 10.6 6.9 7.6 4.8 3.0
Total Services 30.7 48.2 68.0 51.2 78.2 51.2 5.1 5.1 3.6
Professional And Technical Services 4.9 3.7 5.4 3.5 7.5 5.4 2.5
Management Of Companies And Enterprises 0.2 0.2 0.3 0.2 (13.0) 3.7 2.8
Administrative And Waste Services 15.4 11.6 17.9 117 6.8 11.2 3.8
Educational Services 2.5 19 3.0 2.0 14.6 12.1 49
Health Care And Social Assistance 15.1 11.3 17.3 113 8.1 5.4 3.5
Arts, Entertainment, And Recreation 3.5 2.6 3.9 2.5 3.1 (8.5) 2.5
Accommodation And Food Services 17.4 13.1 203 133 2.8 3.8 4.1
Other Services, Except Public Administration 9.1 6.8 10.1 6.6 5.4 6.2 2.7
Total Government 13.3 10.0 14.4 9.4 3.6 1.5 2.0
Federal Civilian Government 0.4 0.3 0.4 0.3 1.1 15 0.8
Federal Military 0.6 0.5 0.6 0.4 3.9 19 0.1
State And Local Government 11.1 12.2 9.2 13.3 8.7 3.7 1.5 2.2
TOTAL 100.0 % 132.9 100.0 % 152.7 100.0 % 48 % 46 % 35 %
MSA 1,071.8 1,255.2 — 1,564.0 — 1,746.5 — 16 % 37 % 28 %
u.s. 165,372.0 173,034.7 — 193,668.4 — 208,570.0 — 1.0 1.9 1.9

Sgurce: Woods & Poole Economics, Inc.
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in number of employe
17,654 people, or 35.1
the various service

the county will change by 3.5% on avera ually through 2020. The trend is
above the foregastra hange for the U.S:as’a whole during the same period.

population and a
Orlando market.
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FIGURE 3-3

HISTORICAL & PROJECTED EMPLOYMENT, HOUSEHOLDS, POPULATIQ

EHOLD INCOME STATISTICS

Total Office Industrial Household
Year Employment % Chg Employment % Chg Employment % Chﬂouseholds % Chg  Population % Chg  Avg.Income % Chg
2005 1,031,370 = 309,987 = 107,317 1,991,200 = $84,982 =
2006 1,069,470 3.7 % 326,054 52 % 109,657 % 2,041,030 25 % 89,331 51 %
2007 1,085,930 1.5 330,312 13 109,514 2,073,370 1.6 91,409 2.3
2008 1,039,930 (4.2) 319,473 (3.3) 100,894 2,099,920 13 88,579 (3.1)
2009 984,330  (5.3) 306,270  (4.1) 91,351 2,124,860 1.2 85,097  (3.9)
2010 997,270 13 305,493  (0.3) 91,202 2,155,910 15 90,400 6.2
2011 1,014,070 1.7 310,189 1.5 89,032 2,201,690 2.1 92,968 2.8
2012 1,043,800 2.9 319,952 3.1 90,097 2,249,820 2.2 96,316 3.6
2013 1,080,100 3.5 329,591 3.0 2,298,410 2.2 95,759 (0.6)
2014 1,123,330 4.0 338,894 2.8 2,359,170 2.6 101,904 6.4
2015 1,179,770 5.0 356,178 5.1 2,422,630 2.7 107,863 5.8
2016 1,227,170 4.0 372,474 4.6 2,482,590 2.5 109,251 13
2017 1,262,470 2.9 385,150 3.4 937,860 3.0 2,545,070 2.5 110,324 1.0
Forecasts
2018 1,317,500 44 % 398,946 974,020 39 % 2,622,420 3.0 % $115,660 48 %
2019 1,355,810 2.9 1,011,530 3.9 2,700,480 3.0 121,784 5.3
2020 1,368,360 0.9 1,048,180 3.6 2,778,860 2.9 125,434 3.0
2021 1,384,200 1.2 1,085,330 3.5 2,858,630 2.9 129,872 3.5
2022 1,416,990 2.4 1,123,700 3.5 2,939,200 2.8 135,402 4.3
Average Annual Compound Change
2005 - 2017 1.7 % 1.8 % 21 % 22 %
2005 - 2007 2.6 2.2 2.0 3.7
2007 - 2010 (2.8) 0.6 13 (0.4)
2010 - 2017 2.2 2.4 5.1
Forecast 2018 - 2022 36 % 29 % 40 %

Source: REIS Report, 2nd Quarter, 2018
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Radial Demographic
Snapshot

From 2010 through 20
an average annual cory

[~2.9%. Household average income is
from 2010 through 2017.

s radial demographic trends for our market area
f distance from the subject site.

The following table
measured by three poin
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FIGURE 3-4

DEMOGRAPHICS BY RADIUS

0.00 - 1.00 miles 0.00 - 3.00 miles

Population

2023 Projection
2018 Estimate
2010 Census
2000 Census

Percent Change: 2018 to 2023
Percent Change: 2010 to 2018
Percent Change: 2000 to 2010

Households
2023 Projection
2018 Estimate
2010 Census
2000 Census

Percent Change: 2018 to 2023
Percent Change: 2010 to 2018
Percent Change: 2000 to 2010

Income
2018 Est. Average Househol

Production
Protective Services
Sales/Related
Personal Care/Service
Transportation/Material Moving

15,134
13,604
8,992
2,573

11.3%
51.3%

10.2%
47.8%
266.2%

$118,458
79,863

28
347
126
509

332
157
442

349
253
151
262
103

1,335
121 616
4 184
31 133
228 734
176 580
65 353

Source: Environics Analytics

40,760
36,961
26,556
10,488

10.3%
39.2%
153.2%

14,200
12,860
9,171
4,102

10.4%
40.2%
123.6%

$80,880
55,808

36
736
929
916
105
530
596
780

67

2,378
527
384
591
113

39

2,607

2,583
596
606

2,324

1,251

1,378
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Unemployment The following table presents
Statistics subject hotel's market area.

FIGURE 3-5
State U.S

6.3 % 5.8 %

10.4 9.3

11.1 9.6

10.0 8.9

8.5 8.1

7.2 7.4

6.3 6.2

5.5 5.3

4.8 49

4.2 4.4

cent Month - Jun

0 6 % 4.0 % 43 % 43 %

3.5 3.9 4.0

Source: U.S. Bureau of Labor Statistics
ent U.S. unemployment levels are now firmly below the annual averages of the

as the last quarter of 2017, roughly six points below the October
f 10.0%. In May, June, and July of 2018, the rate remained low at 3.8%,

overall strength of the U.S. economy.
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Major Business and
Industry

economy, the follo
property’s market.

Number of

Firm Employees
Walt Disney World Resort 74,000
Universal Orlando Resort 21,000
Adventist Health System/Florida Hospital 20,413
Publix 19,783
ndo Health 18,000
iversity of Central Florida 16,828
Lockheed Martin 11,833
Darden Restaurants, Inc. 7,000
SeaWorld Parks & Entertainment 6,149
Rosen Hotels & Resorts 6,032

Source: Orlando Economic Partnership, 2017

tourism destination, anchored by the formidable Walt Disney World Resort,
SeaWorld Orlando, and Universal Orlando Resort, which have historically
contributed to the area's overall economic strength. According to Visit Orlando,
over 72 million people visited Orlando in 2017. Walt Disney World Resort is one of
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new $88-million five-story patient to which is planned to be completed by
2020. Moreovef, varieus business located in-Celebration generate demand in this

market.

Office Space Statistics Trends in occupied 3 re typically among the most reliable indicators of
lodging demand, as firms thiat occupy office space often exhibit a strong propensity
to attract commercial visitors. Thus, trends that cause changes in vacancy rates or

have a proportional impact on commercial lodging

FIGURE 3-7  OFFICE SPA

Inventory Occupied Office  Vacancy Average Asking

Submarket Buildings  Square Feet Space Rate Lease Rate
1 Winter Park 1,657,000 1,448,200 12.6 % $22.99
17 663,000 598,000 9.8 21.93
66 5,683,000 4,961,300 12.7 22.78
32 1,290,000 1,110,700 13.9 19.89
96 5,965,000 4,933,100 17.3 23.25
75 3,693,000 3,205,500 13.2 20.08
58 1,954,000 1,522,200 22.1 18.76
69 4,836,000 4,279,900 115 23.63
70 6,585,000 5,636,800 14.4 27.20

Totals and AVN 533 32,326,000 27,695,700 143 % $23.22
Source: REIS Report, 2nd Quarter, 2018
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The greater Orlando market comprises’a total of 32.3 million square feet of office

Kissimmee submarket, whic o
submarket's vacancy rate of 98% is below the overall market average. The

The following table ill 3 of office space statistics for the overall
Orlando market and thg i
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FIGURE 3-8 HISTORICAL AND PROJECTED OFFICE SPACE STATISTICS — GREATER MARKET ARKET
Orlando Market issimmee Submarket
Available Occupied Vacancy Asking Available Wd Vacancy Asking
Year Office Space % Chg  Office Space % Chg Rate Lease Rate % Chg Office Space % Chg  Office Space % Chg Rate Lease Rate % Chg
2005 31,145,000 — 27,395,000 — 12.0 % $19.91 — 457,000 — 156 %  $18.44 —
2006 31,759,000 20 % 28,796,000 51 % 9.3 20.81 0.0 % 506,000 10.7 % 6.5 19.70 6.8 %
2007 32,229,000 15 28,703,000 (0.3) 10.9 21.79 39 524,000 3.6 6.7 21.04 6.8
2008 32,519,000 0.9 28,410,000 (1.0) 12.6 21.81 0.0 505,000 (3.6) 10.1 20.49 (2.6)
2009 32,315,000 (0.6) 27,065,000 (4.7) 16.2 21.18 18.0 586,000 16.0 11.6 19.17 (6.4)
2010 32,205,000 (0.3) 26,557,000 (1.9) 17.5 21.06 0.0 560,000 (4.4) 15.5 19.47 1.6
2011 32,514,000 1.0 26,481,000 (0.3) 18.6 21.06 0.0 561,000 0.2 15.4 19.73 13
2012 32,661,000 0.5 26,647,000 0.6 18.4 21 0.0 546,000 (2.7) 17.6 19.88 0.8
2013 32,747,000 0.3 26,825,000 0.7 18.1 0.0 557,000 2.0 16.0 20.18 15
2014 32,767,000 0.1 27,177,000 13 17.1 0.0 563,000 11 15.1 20.79 3.0
2015 32,393,000 (1.2) 27,250,000 0.3 15.9 22.18 663,000 0.0 557,000 (1.1) 16.0 20.78 (0.0)
2016 32,202,000 (0.6) 27,451,000 0.7 14.8 22.62 663,000 0.0 568,000 2.0 143 21.22 2.1
2017 32,192,000 (0.0) 27,564,000 0.4 14.4 23.01 663,000 0.0 576,000 1.4 13.1 21.73 24
Forecasts
2018 32,693,000 16 % 27,939,000 663,000 00 % 591,000 26 % 10.8 %  $22.06 15 %
2019 32,743,000 0.2 27,883,000 663,000 0.0 584,000 (1.2) 12.0 22.33 1.2
2020 32,918,000 0.5 27,932,000 663,000 0.0 570,000 (2.4) 14.1 22.54 0.9
2021 33,150,000 0.7 28,136,000 663,000 0.0 560,000 (1.8) 15.6 22.76 1.0
2022 33,411,000 0.8 28,346,000 663,000 0.0 542,000 (3.2) 18.2 22.93 0.7
Average Annual Compound Change
2005 - 2017 03 % 17 % 19 % 14 %
2005 - 2007 1.7 1.9 7.1 6.8
2007 - 2010 (0.0) 5.7 2.2 (2.6)
2010 - 2017 (0.0) 0.0 0.4 1.6
Forecast 2018 - 2022 0.5 % (0.0) % (2.1) % 10 %

Source: REIS Report, 2nd Quarter, 2018
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' covery is evident in the 0.5% average
annual change in occupied office sp from 2012 to 2017. From 2017 through

Convention Activity visitation trends to a particular market.
Convention centers vels of demand for area hotels and
serve as a fo y. Typically, hotels within the closest
proximity to a p to three miles away—will benefit the most.
Hotels serving as headquartgrs for an event benefit the most by way of premium
rates and hosting rela quet events. During the largest of conventions,

i from compression within the city as a whole.

Number of Percent Number of Percent

Conventions Change Delegates Change

201 = 1,178,408 =

179 (10.9) % 1,214,434 31 %

181 1.1 1,319,829 8.7
2013 194 7.2 1,244,229 (5.7)
2014 188 (3.1) 1,350,545 8.5
2015 192 2.1 1,372,827 1.6
2016 226 17.7 1,456,816 6.1
2017 194 (14.2) 1,531,703 5.1

Source: Orange County Convention Center

The Orange County Convention Center (OCCC) is a vital component of the
economic health of Orlando’s hotel market and provides an average annual
economic impact of $2.1 billion to the Central Florida economy. This center is the
second largest in contiguous space in the United States, with over 2.5 million gross
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Airport Traffic

renovation project at a total cost of
of 2015, the Tangerine Ballroom was
completed, and new/ digital signa was added to the Westwood lobby.

| and Destination Lounge were completed in
the convention center to the adjacent Hyatt

team proposed eral- campus updates, including an enclosed Grand Concourse
ncourses, as well as a 200,000-square-

ts of the recession. Convention activity began to
increase in the number of attendees, although the
decline that year. According to representatives of

iving passengers may require hotel accommodations. Trends showing changes
in passenger counts also reflect local business activity and the overall economic
health of the area.
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The followin
International
subject hotel’s

Percent Percent
Change* Change**
93,649 (5.5) % (5.5) %
,877,899 3.5 (2.1)
35,426,006 1.6 (0.2)
35,273,036 (0.4) (0.3)
34,768,945 (1.4) (0.5)
35,714,091 2.7 0.0
38,809,337 8.7 1.2
41,923,399 8.0 2.0
2017 44,611,265 6.4 2.5
Year-to-date, Jul
2017 26,765,187 — —
2018 28,405,207 6.1 % -

*Annual average compounded percentage change from the previous year

**Annual average compounded percentage change from first year of data

Source: Orlando International Airport

This facility recorded 44,611,265 passengers in 2017. The change in passenger
traffic between 2016 and 2017 was 6.4%. The average annual change during the
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period shown was 2.5%. The numnibey passengers traveling through Orlando

and additional flights by ajor airlines contributed to the growth in
2015, 2016, and 2017. onstop flights to/from Paris, Rio de Janeiro,

airport welcomed 4,000 more traveler
period of last y,

Tourist Attractions As previously

ey Springs, Pointe Orlando, Florida Mall, and Orlando
s attract international tourists who visit Orlando to

alloween Horror Nights and Epcot International
d planned expansions are anticipated to result in

Conclusion discussed a wide variety of economic indicators for the pertinent
. Greater Orlando is experiencing a period of economic strength and

imarily led by the entertainment industry and the healthcare sector.
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Orlando, FL Lodging
Market

competitive market, and to set forth for the projection of future supply and
demand growth.

table presents the thistorical gccupancy, average rate, and RevPAR data for the
Orlando metropolitan\area for the years 2000 through 2017, as well as for the
ive year-to-date period ending in August 2017 and 2018.
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FIGURE4-1 ORLANDO LODGIN(

A —2000 TO YTD AUGUST

2018
Perce Percent Percent
Year Occupancy hange Average Rate Change RevPAR Change
2000 721 % 97 = $62.06 =
2001 64.0 24 % 56.41 (9.1) %
(2.2) 53.94 (4.4)
(1.4) 53.26 (1.3)
3.3 62.06 16.5
4.7 64.98 4.7
9.4 68.05 4.7
5.3 71.85 5.6
0.3 69.93 (2.7)
(12.4) 56.40 (19.3)
(1.0) 58.11 3.0
2.2 63.50 9.3
3.1 66.65 5.0
4.8 72.09 8.2
6.4 79.62 10.4
3.7 85.94 7.9
3.5 87.64 2.0
4.8 96.37 10.0
$122.36 $97.52
% 129.53 59 % 104.01 6.7 %
% 21 % 26 %

of the economy during that time, with little rate-resistance from leisure

travelers. In 2007, occupancy remained relatively stable, but declined again in
2008 with the onset of the Great Recession. In 2009, with the recession in full
swing, both occupancy and ADR dropped; ADR also declined in 2010 along with
the nationwide contraction of destination travel and lower levels of discretionary
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gh supply has steadily increased since 2012, the
Orlando market sustained strg growth from 2011 through 2015. Data
for 2016 illustrate increases/in ADR and /RevPAR, although occupancy declined
1 ADR grew significantly, with RevPAR

ed economic growth throughout the
ational Airport, and developments at

Definition of Subject The subject site is located in the greater Orlando lodging market. Within this
Hotel Market arket, the proposed subject hotel will compete with a smaller set of

Historical Supply i i S ent research firm that compiles and publishes data on the
and Demand Data ing i rely dsed by typical hotel buyers. HVS has ordered and
3 3 R Trend Report of hlstorical supply and demand data for a group of

presented in the following table, along with the market—w1de
age rate, and rooms revenue per available room (RevPAR).

ication of how wéll rooms revenue is being maximized.

October-2018 Supply and Demand Analysis 39
Proposed Homewood Suites Celebration — Celebration, Florida



FIGURE 4-2

HISTORICAL SUPPLY AND DEMAND TRENDS
Average Daily Room  Available Room Occupied Room

Year Count Nights Change Nights Occupancy Change RevPAR Change
2008 1,037 378,370 = 229,404 60.6 % $120.88 = $73.29 =
2009 1,189 434,065 147 % 268,677 61.9 104.85 (13.3) % 64.90 (11.5) %
2010 1,245 454,315 4.7 312,852 68.9 102.53 (2.2) 70.61 8.8
2011 1,263 460,995 1.5 332,503 72.1 105.48 2.9 76.08 7.8
2012 1,228 448,135 (2.8) 328,466 73.3 111.28 5.5 81.56 7.2
2013 1,231 449,315 0.3 355,706 79.2 112.82 1.4 89.32 9.5
2014 1,118 407,970 (9.2) 331,131 81.2 118.91 5.4 96.51 8.1
2015 1,262 460,725 12.9 356,578 3 77.4 121.53 2.2 94.06 (2.5)
2016 1,518 554,046 20.3 401,632 5 120.76 (0.6) 87.54 (6.9)
2017 1,616 589,854 6.5 1,651 g 800 121.03 0.2 96.78 10.5

Year-to-Date Through July
2017 1,614 342,179 = 79.3 % $125.22 = $99.35 =
2018 1,623 344,076 0.6 % 85.3 130.83 45 % 111.60 123 %

Average Annual Compounded Change:

2008 - 2011 6.8 (4.4) 1.3

2011 - 2017 4.2 2.3 4.1

Number Year Year

Hotels Included in Sample of Rooms Affiliated Opened Comments

Staybridge Suites Lake Buena Vista 150 Oct 2003  Sep 1993

Autograph Collection Bohemian Hotel Celebration 115 Apr2010 Nov 1999

Springhill Suites Orlando Kissimmee Secondary 150 Feb 2015 Dec 2000

Residence Inn Orlando Lake Buena Vista Primary 210 May 2001 May 2001

Holiday Inn Express & Suites South Lake Buena Vista Secondary 162 Nov 2017 Oct 2001 Previously Independent

Hampton Inn Suites Orlando South Lake Buena Vista Secondary 125 Feb 2008 Feb 2008

Melia Orlando Hotel @ Celebration Secondary 285 Sep 2011 May 2008

Homewood Suites Lake Buena Vista Orlando Primary 130 Jun 2009  Jun 2009

Home2 Suites Orlando International Drixe S Primary 146 Jan 2016  Jan 2016

Fairfield Inn & Suites Orlando Kissimmee Celebration Upp ale Class Secondary 150 Jun 2016  Jun 2016

Total 1,623

Source: STR
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FIGURE 4-3

Room Nights

HISTORICAL SUPPLY AND DEMAND TRENDS (ST
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55.0

— —_— 50.0
2009 2010 vi 2015 2016 2017

Occupancy (%)

e Qccupancy

iffer from the results of our competitive survey.
¢ the best indication of aggregate growth or decline

ntain occupancy levels in the midst of the national recession. A rapid recovery
began in 2010, and in 2011, the prior RevPAR peak was exceeded. RevPAR
continued to rise through 2014, with growth driven by demand increases and
average rate growth. In 2014, supply dipped given the temporary closure and
rebranding of the SpringHill Suites by Marriott, which was previously an
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SUPPLY

supply, which led to an occupanc ine; er, average rate remained

relatively stable as new supply was e et. Year-end 2017 data
reflect increases across all thr : throughout the year led
to a roughly 10% increase i PAR. Year-to-date 2018 data illustrate continued

strengthening in occupanc d a roughly $5.50 gain in average rate. RevPAR
reached its high point /in the spring of 2018. General stability in supply,
arket, and the overall strong economy

have contributed to the The near-term outlook is positive due to the
overall healthy econom ons and investments at the area's major
demand generators. Market p expect future growth to be primarily tied

personal interviews, inspections, online resources, and our in-house database of
operating and hotel facility data.
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FIGURE4-4 COMPETITORS — OPERATING PERFORMANCE

Est. Segmentation Estimatgé\yG

Estimated 2017

20
Weighted
Annual
Q
Numberof 5 § Room
Property Rooms g ] Count C. Average Rate RevPAR

Weighted

Annual

Room Occupancy Yield

Count Occ. Average Rate RevPAR Penetration Penetration
Homewood Suites by Hilton Lake Buena Vista Orlando 130 80% 20% 130 90-95 % $120 - 130 95-100 % $120 - $125 $120 - $125 110- 120 % 110-120 %
Residence Inn by Marriott Orlando Lake Buena Vista 210 80 20 210 75 - 80 125 - 130 210 80 - 85 130 - 140 110- 115 100 - 110 110- 120
Staybridge Suites Orlando Lake Buena Vista 150 80 20 15 - 100 140 - 150 150 150 95 - 100 150 - 160 140 - 150 120 - 130 140 - 150
Sub-Totals/Averages 490 80 % 20 % 490 7.5 % $131.77 $115.32 490 913 % $137.49 $125.53 112.0 % 125.2 %
Secondary Competitors 1,126 87 % 13 % 681 65.1\9 $111.93 $72.88 748 75.1 % $111.45 $83.69 92.1 % 83.5 %
Totals/Averages 1,616 84 % 16 $121.68 $90.63 1,238 815 % $122.99 $100.25 100.0 % 100.0 %

* Specific occupancy and average rate data were utilized in our analysis, but are present

in_ranges\in the above table for the purposes of confidentiality.
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FIGURE 4-5 SECONDARY COMPETITORS — OPERATING PERFORMANCE

Est. Segmentation Estimated 2016 Estimated 2017
eighted Weighted
° Total Annual Annual
Number of ,§ °§' Competitive Room Room
Property Rooms 4'7 & Level nt cc. Average Rate RevPAR Count Occ. Average Rate RevPAR
Home2 Suites by Hilton Orlando International Drive South 146 85 % 15 % 70 % % $100 - $105 $70 - $75 102 85-90 % $100 - $105 $90 - $95

SpringHill Suites Orlando Kissimmee 150 85 15 95 - 100 65 - 70 105 70-75 100 - 105 75 - 80
Hampton Inn & Suites Orlando South Lake Buena Vista 125 90 10 100 - 105 75 - 80 88 80- 85 105 - 110 85 - 90
Fairfield Inn & Suites Orlando Kissimmee Celebration 150 90 10 85-90 35-40 105 70-75 105 - 110 80 - 85
Holiday Inn Express & Suites South Lake Buena Vista 155 90 10 70-75 35-40 109 55 - 60 80 - 85 45 - 50
Melia Orlando at Celebration 285 5 15 130 - 140 85-90 171 70- 75 110 - 115 80 - 85
Bohemian Hotel Celebration Autograph Collection 115 0 10 170 - 180 130 - 140 69 75 - 80 170 - 180 130 - 140

Totals/Averages 681 65.1 % $111.93 $72.88 748 75.1 % $111.45 $83.69

* Specific occupancy and average rate data was utilized in our analysis,~but is preésentéd in fanges in the above table for the purposes of confidentiality.
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The following map illustrates the i roposed subject hotel and its
future competitors.

MAP OF COMPETITION
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Hampton Inn & Suites Orlando South Lake Buena Vista (Secondary)
Fairfield Inn & Suites Orlando Kissimmee Celebration {Secondary)
Holiday Inn Express & Suites South Lake Buena Vista (Secondary)
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Home2 Suites by Hilton Orfando Internagonal Drive South Bohemian Hotel Celebration Autograph Collection (Secondary)

[Secondary)
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Supply Changes It is important to consider any

FIGURE 4-6 NEW SUPPLY

Total
Number  Competitive

Proposed Property of Rooms Level Col ate Developer Development Stage

Proposed Subject Property 125 100 % 125 June 1, 0 Heritage Hospitality Group Early Development

Proposed Home2 Suites Kissimmee/Celebration 140 100 140 March 1, 2020 ~_CTN Kissimmee Inc. Early Development
Totals/Averages 265

The proposed Ho ilton will be similar to the proposed subject hotel
in terms of shared d affiliation and an extended-stay product offering.
hotel will be located near the entrance to the

Additionally,

West Irlo Bronson Boulevard and located within

Supply Conclusion

DEMAND The following table presents the most recent trends for the subject hotel market as
tracked by HVS. These data pertain to the competitors discussed previously in this
section; performance results are estimated, rounded for the competition, and in
some cases weighted if there are secondary competitors present. In this respect,
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FIGURE 4-7 HISTORICAL MARKET TRENDS

Accommodated Room Nights arket Market
Year Room Nights % Change Available % Change ccupancy /Eket ADR % Change RevPAR % Change
Est. 2015 287,744 = 362,329 = 79.4 % $122.15 = $97.01 =
Est. 2016 318,455 10.7 % 427,547 18. 74.5 121.68 (0.4) % 90.63 (6.6) %
Est. 2017 368,366 15.7 451,943 5.7 122.99 1.1 100.25 10.6
Avg. Annual Compounded
Chg., Est. 2015-Est. 2017: 13.1 % 117 % 03 % 1.7 %
Demand Analysis S I3 rall market is divided into individual
Using Market b ¢ -Based on our fieldwork, area analy51s and
Segmentation '

Marketwide
Accommodated Percentage
Market Segment Demand of Total
Leisure 309,830 84 %
Group 58,535 16
Total 368,366 100 %
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FIGURE 4-9 MARKET-WIDE ACC OOM-NIGHT DEMAND

Annual Growth Rate
2019 2020 2021 2022 2023

Market Segiment 2018

Leisure

6.0 % 5.0 % 2.0 % 1.0 % 05% 0.0 %

Group 4.0 2.0 0.5 0.5 0.0 0.0
Base Demand Growth 5.7 % 4.5 % 18 % 0.9 % 04% 00%
Latent Demand e presented earlier in this section illustrated the accommodated-room-night

is based on historical occupancy levels, it includes only those hotel rooms that
were used by guests. Latent demand reflects potential room-night demand that
has not been realized by the existing competitive supply, further classified as
either unaccommodated demand or induced demand.
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Unaccommodated

Demand

Unaccommodated demand refer
accommodations in the market al hotels are filled. These

in properties located outside
occupied room nights, it

is /not included in the estimate of historical
enter the market, it is reasona ¢ that these guests will be able to secure

e necessary to quantify this demand.

Unaccommodated demand.is fu dicated if the market is at all seasonal, with
distinct high and low season easonality indicates that although year-end

occupancy by the night of the week for
et, as reflected in the STR data. This is

Month Sunday Thursday Friday Saturday Total Month
Aug - 17 62.9 % 70.8 % 80.9 % 85.0 % 719 %
Sep - 17 84.9 84.7 84.7 91.3 82.9
Oct - 17 74.4 89.1 96.3 96.8 85.0
Nov - 17 70.6 82.6 94.3 93.3 81.4
Dec- 17 79.9 9 81.3 86.9 90.9 83.0
Jan-18 72.6 83.4 85.9 86.9 90.6 82.1
Feb - 18 79.2 86.5 85.8 93.7 95.6 87.0
Mar - 18 82.7 96.4 93.8 97.5 97.8 93.0
Apr - 18 85.2 84.9 93.6 96.3 83.9
May - 18 71.7 74.7 85.5 90.8 76.2
Jun - 18 91.4 89.2 86.8 92.7 88.2
Jul - 18 88.2 91.2 94.7 95.3 86.8
Average 82.6 % 84.2 % 90.1 % 93.1 % 83.4 %

Source: STR
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FIGURE 4-12 UNACCOMMODATED DE

Accommodated Unaccommodated
Market Segment Night Dg/nhd Demand Percentage Room Night Demand
Leisure 309,83 6.2 % 19,292
Group 8,535 2.4 1,378
Total 5.6 % 20,670

Accordingly, we have forecast unaccommodated demand equivalent to 5.6% of the
base-year demand, resulting from sis of monthly and weekly peak
demand and sell-out trends.

Accommodated Based upon a\review © ics in the proposed subject hotel’s
Demand and Market- competitive environ growth rates for each market segment.
wide Occupancy Using the calculate demand for the market, we have determined

market-wide accom demand based on the inherent limitations of demand
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FIGURE 4-13 FORECAST OF MARKET OCCUPANCY

2017 2020 2021 2022 2023

Leisure
Base Demand 309,830 351,738 355,255 357,032 357,032
Unaccommodated Demand 21,901 22,120 22,231 22,231
Total Demand 373,639 377,376 379,263 379,263
Growth Rate 20 % 10 % 05 % 00 %
Group
Base Demand 58,535 62,405 62,717 62,717 62,717
Unaccommodated Demand 1,469 1,476 1,476 1,476
Total Demand 63,874 64,193 64,193 64,193
Growth Rate 05 % 05 % 00 % 00 %
Totals
Base Demand 389,297 414,143 417,972 419,748 419,748
Unaccommodated Demand 23,371 23,597 23,707 23,707
Total Demand 437,513 441,569 443,456 443,456
less: Residual Demand 12,645 398 573 573
Total Accommodated Demand 383,913 424,868 441,171 442,882 442,882
Overall Demand Growth 11 % 10.7 % 38 % 04 % 0.0 %
Market Mix
Leisure 85.2 % 85.4 % 85.5 % 85.5 % 85.5 %
Group 14.8 14.6 14.5 14.5 14.5
Existing Hotel Supply 1,238 1,238 1,238 1,238 1,238
Proposed Hotels

Proposed Subject Property 73 125 125 125

Proposed Home?2 Suites Kissimmeg/Celebration ? 117 140 140 140
Available Room Nights per Year 451,943 451,943 451,943 521,533 548,668 548,668 548,668
Nights per Year 365 365 365 365 365 365 365
Total Supply 1,238 1,238 1,238 1,429 1,503 1,503 1,503
Rooms Supply Growth = 0.0 % 0.0 % 15.4 % 52 % 0.0 % 0.0 %
Marketwide Occupancy % 84.0 % 84.9 % 81.5 % 80.4 % 80.7 % 80.7 %

Opening in Jupie 2020 of the 100% co

Opening in March’'2020 of the 100% compe

npetitive

125-room Proposed Subject Property

titive) 140-room Proposed Home2 Suites Kissimmee/Celebration
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5. Description of the Proposed Impr nts

The quality of a lodging facility/s physical improvements has a direct influence on

Project Overview ebration~will be an extended-stay lodging

ments provided by the client show that Class-A
e remainder of the site. The proposed Homewood

ites by Hilton is designed to provide guests with all of the comforts,
and privacy of home for the price of a traditional hotel room. The

average RevPAR of $109.30 (worldwide).
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TYPICAL HOMEWOOD SUITES BY HILTON-EXTERIOR

Summary of the
Facilities
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FIGURE 5-

Guestrooms

1 PROPOSED FACILITIES SU AR

Number.of Units

Total Guestrooms 125

Food & Beverage Facilities Seating Capacity

Breakfast Dining Area TBD

Indoor Meeting & Banquet Facilities Square Footage

Meeting Room TBD

Amenities & Services

Outdoor Swimmjng Poo

Market Pantry

Outdoor Whirlpaol gest Laundry Area

Fitness Room

Airport/Local Shuttle

the building. Other site improvements are
ing signage located at the main entrance to the site

oor will house the public areas and the back-of-the-house space.
ould be located on all levels of the proposed building. The site and
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TYPICAL HOMEWOOD SUITES BY HILTON-MEETING ROOM
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TYPICAL HOMEWOOD SUITES BY ILI/O\N\G\UES OOM KITCHEN AREA

ADA and
Environmental

vill be built according to all pertinent codes and
e assume its construction will not create any
uch’as mold) and that the property will fully comply with
es Act.

Capital Expenditures

Conclusion

assume’/that the hotel staff will be adequately trained to allow for a successful
opening and that pre-marketing efforts will have introduced the product to major
local accounts at least six months in advance of the opening date.
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Forecast of Subject
Property’s Occupancy

pccupancy. To a certain degree, occupancy
nagement. For example, hotel operators may

operating strategy that we believe
professional hotel-manag ieve an optimal mix of occupancy and

captured market dema

October-2018
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FIGURE 6-1

FORECAST OF SUBJECT PROPERTY'S OCCUPANCY

Market Segment

2020 021 2022 23

Leisure
Demand
Market Share
Capture
Penetration

Group
Demand
Market Share
Capture
Penetration

Total Room Nights Captured
Available Room Nights

Subject Occupancy

Market-wide Available Room Nights

Fair Share

Market-wide Occupied Room Nights

Market Share
Market-wide Occupan

Total Penetratioy

ocated

362,295 377,033 378,768 378,768
5. 8.5 % 8.5 %
18,211 32,381 32,381

103 % 103 %
64,114 64,114
8.4 % 8.4 %
5,380 5,380
101 % 101 %
37,762 37,762
45,625 45,625
83 % 83 %
548,668 548,668 548,668
8% 8% 8 %
441,171 442,882 442,882
8 % 9 % 9 %
80 % 81 % 81 %
101 % 103 % 103 %

variety of dining and entertainment establishments within walking
proposed subject hotel's occupancy penetration in the group

by the proposed hotel's proximity to the ESPN Wide World of Sports
nd location within the Celebration community. Similar to the leisure
, we have stabilized the group segment below the selected competitive

in Lake Buena Vista given the variety of dining and entertainment

establishments within walking distance of those hotels, which is attractive to
various groups.
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These positioned segment penetrati
segmentation forecast.

esult in the following market

FIGURE 6-2 MARKET SEG TATION FORECAST — SUBJECT PROPERTY

2020 2021 2022 2023

Leisure 87 % 86 % 86 % 86 %
Group 1 14 14 14

Total 00 % 100 % 100 % 100 %

FIGURE 6-3 ABILIZED MARKET SEGMENTATION- SUBJECT PROPERTY

m Leisure ®m Group

Based on|our analysis of the proposed subject hotel and market area, we have
selected a stabilized occupancy level of 83%. The stabilized occupancy is intended

or low occupancies. Although the proposed subject hotel may operate at
occupancies above this stabilized level, we believe it equally possible for new
competition and temporary economic downturns to force the occupancy below
this selected point of stability.
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Average Rate Analysis

FIGURE 6-4 MARKET AND SUBJECT PROPERTY AVERAGE RATE FORECAST

Calendar Year 2017 020 2021 2022 2023 2024 2025

Market ADR $122.99 b . 137.68 $141.81 $146.06 $150.45 $154.96  $159.61
Projected Market ADR Growth Rate = 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

Proposed Subject Property ADR (As-If Stabilized) $161.42 $166.26 $171.25 $17639 $181.68
ADR Growth Rate = 4.5% 3.0% 3.0% 3.0% 3.0% 3.0%
Proposed Subject Stabilized ADR Penetration 114% 114% 114% 114% 114% 114% 114% 113.8%
Fiscal Year 2020/21 /2021/22 2022/23 2023/24 2024/25 2025/26
Proposed Subject Property Average Rate \ $158.6 $163.42 $168.32 $173.37 $178.57 $183.93
Opening Discount .0% 1.0% 0.0% 0.0% 0.0% 0.0%
Average Rate After Discount $153.90 $161.79 $168.32 $173.37 $178.57 $183.93
Real Average Rate Growth — 5.1% 4.0% 3.0% 3.0% 3.0%
Market ADR $139.39  $143.57 $147.88 $152.31 $156.88  $161.59

110% 113% 114% 114% 114% 114%
$142.22  $145.15 $146.62 $146.62 $146.62 $146.62

Proposed Subject ADR Penetration (After Discoun

ADR Expressed in Base-Year Dollars Deflated’@ Inflation Rate

d upscale product offering. The proposed subject hotel is also
t0 be considered as a value option w1th1n the Celebratlon community

A new property must establish its reputation and a client base in the market
during its ramp-up period; as such, the proposed subject hotel’s average rates in
the initial operating period have been discounted to reflect this likelihood.
Discounts of 1% and 3% have been applied to the stabilized room rates projected
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FIGURE 6-5 FORECA

Average Rate

Year Occupancy Discount  After Discount RevPAR

2020/21 79 % $158.66 $153.90 $121.58
2021/22 82 163.42 . 161.79 132.67
2022/23 8 0.0 168.32 139.71
October-2018 Projection of Occupancy and Average Rate
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7. Projection of Income and Expense

In this chapter of our report, we have compiled a forecast of income and expense

Comparable Operating
Statements
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FIGURE 7-1 COMPARABLE OPERATING STATEMENTS: RATIO T
Comp 1 Comp 2 Comp 4 Subject
Stabilized $
Year: 2016 2014/15 2014 2017
Edition: 11 11 11 11
Number of Rooms: 90 to 120 90 to 120 110 to 150 125
Days Open: 365 365 365 365
Occupancy: 81% 84% 84% 83%
Average Rate: $148 $140 $147 $145
RevPAR: $120 $118 $123 $120
REVENUE
Rooms 98.0 98.5 % 7 % 97.7 % 984 % 98.1 %
Other Operated Departments 13 0.7 13 19 1.2 13
Miscellaneous Income 0.7 ; 0.0 0.4 0.4 0.6
Total 100.0—— 100.0 100.0 100.0 100.0 100.0
DEPARTMENTAL EXPENSES*
Rooms 240 23’5 224 225 25.0 231
Other Operated Departments 109. 1.6 0.0 56.1 33.1 65.0
Total 25.0 236 22.1 23.0 25.0 235
DEPARTMENTAL INCOME 75.0 76\4 77.9 77.0 75.0 76.5
OPERATING EXPENSES
Administrative & General 6.8 7.3 8.5 8.4 7.8
Info.and Telecom. Syste 11 0.8 0.0 13
Marketing 4.5 6.6 5.8 4.7
Franchise Fee . 7.9 7.8 5.9 8.8
Property Operations/& Ma i 5.2 4.3 5.7 4.0 4.0
Utilities 5.5 35 2.7 33 3.7 34
Total 26.3 28.7 27.8 32.7 27.9 30.1
HOUSE PROFIT 48.7 47.7 50.1 44.3 47.1 46.4
Management Fee \Q\O 4.0 3.5 3.0 2.5 3.0
INCOME BEFORE FIXED CHARGES-_ 48.7 43.7 46.6 412 44.7 43.4

expense ratio

ressed as a percentage of departmental revenues
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FIGURE 7-2  COMPARABLE OPERATING STATEMENTS: AM ABLE ROOM

Comp 1 Comp 4 Subject
Stabilized $
Year: 2016 2014/15 2014 2017
Edition: 11 11 11 11
Number of Rooms: 90 to 120 90 to 120 110 to 150 125
Days Open: 365 365 365 365
Occupancy: 81% 84% 84% 83%
Average Rate: $148 $140 $147 $145
RevPAR: $120 $118 $123 $120
REVENUE
Rooms $43,938 $45,660 S44;847 42,987 $45,043 $43,874
Other Operated Departments 585 322 596 814 544 576
Miscellaneous Income 331 0 191 183 273
Total 4M,376 45,443 43,992 45,770 44,722
DEPARTMENTAL EXPENSES
Rooms 10,558 10,746 10,056 9,679 11,241 10,149
Other Operated Departments 6 0 456 180 374
Total 11,196 10,945 10,056 10,135 11,421 10,523
DEPARTMENTAL INCOME 33,658 35,431 35,386 33,857 34,349 34,199
OPERATING EXPENSES
Administrative & Genera 3,312 3,745 3,824 3,500
Info. and Telecom. Systéms, 515 350 0 600
Marketing 2,049 2,894 2,671 2,100
Franchise Fee 3,581 3,439 2,703 3,949
Property Operations &4 1,950 2,504 1,848 1,800
Utilities 1,228 1,469 1,708 1,500
Total 12,634 14,400 12,754 13,448
HOUSE PROFIT 21,863 22,117 22,752 19,457 21,595 20,751
Management Fee 0 1,855 1,598 1,320 1,144 1,342
INCOME BEFORE FIXED CHARGES 21,863 20,262 21,154 18,137 20,450 19,409
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FIGURE 7-3 COMPARABLE OPERATING STATEMENTS: AM PIED ROOM

Comp 1 Subject
Stabilized $
Year: 2016 2014/15 2014 2017
Edition: 11 11 11 11
Number of Rooms: 90 to 120 90 to 120 110 to 150 125
Days Open: 365 365 365 365
Occupancy: 81% 84% 84% 83%
Average Rate: $148 $140 $147 $145
RevPAR: $120 $118 $123 $120
REVENUE
Rooms $148.21 $153.61 $141.90 40.37 $146.91 $144.82
Other Operated Departments 1.97 1.08 1.8 2.66 1.77 1.90
Miscellaneous Income 1.12 0.00 0.62 0.60 0.90
Total 5130 156.02 143.7 143.65 149.28 147.62
DEPARTMENTAL EXPENSES
Rooms 5.6 31.82 31.60 36.66 33.50
Other Operated Departments 2115 0.00 1.49 0.59 1.24
Total 37.7 31.82 33.09 37.25 34.74
DEPARTMENTAL INCOME 113.54 lfQ.ZO 111.97 110.56 112.03 112.89
OPERATING EXPENSES
Administrative & Gener4l 10.23 10.48 12.23 12.47 11.55
Info. and Telecom. Syste 1.63 1.14 0.00 1.98
Marketing 6.48 9.45 8.71 6.93
Franchise Fee 11.33 11.23 8.82 13.03
Property Operatighs & 6.17 8.18 6.03 5.94
Utilities 3.88 4.80 5.57 4.95
Total 39.98 47.02 41.60 44.39
HOUSE PROFIT 73.75 74.41 71.99 63.53 70.43 68.50
ManagementFee 0.00 6.24 5.06 4.31 3.73 4.43
INCOME BEFORE FIXED CHARGES 73.75 68.17 66.93 59.22 66.70 64.07

The depdartmental income of the comparable properties ranged from 75.0% to
77.9% of total revenue. The comparable properties achieved a house profit
nging from 44.3% to 50.1% of total revenue.

Inflation Assumption ngideration of the most recent trends, the projections set forth previously,
and our assessment of probable property appreciation levels, we have applied
underlying inflation rates of 2.5%, 2.5%, and 3.0% thereafter for each respective
year following the base year of 2017. This stabilized inflation rate takes into
account normal, recurring inflation cycles. Inflation is likely to fluctuate above and
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Summary of
Projections

income and expense items.

Based on an analysis that
formulated a forecast of i
detailed forecast through ¢
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FIGURE 7-4 DETAILED FORECAST OF INCOME AND EXPENSE
2020/21 BeginsJune 2021/22 2023/24 2024/25
Number of Rooms: 125 125 125 125
Occupancy: 79% 82% 83% 83%
Average Rate: $153.90 $161.79 $173.37 $178.57
RevPAR: $121.58 $132.67 $143.90 $148.22
Days Open: 365 365 365 365
Occupied Rooms: 36,044 %Gross PAR POR 37,413 %Gross PAR PAR POR 37,869 %Gross PAR POR 37,869 %Gross PAR POR
OPERATING REVENUE
Rooms $5,547 98.0 % $44,376 $153.90 $6,053 98.1 % $48,424 $161.79 $168.32 $6,565 98.1 % $52,520 $173.36 $6,762 98.1 % $54,096 $178.56
Other Operated Departments 78 1.4 621 2.16 81 1.3 647 2.16 2.21 86 1.3 689 2.27 89 1.3 710 2.34
Miscellaneous Income 37 0.6 294 1.02 38 0.6 307 1.02 40 1.05 41 0.6 326 1.08 42 0.6 336 1.11
Total Operating Revenues 5,661 100.0 45,292  157.07 6,172 100.0 49,378  164.98 6,497 171.57 6,692 100.0 53,535 176.71 6,893 100.0 55,142  182.02
DEPARTMENTAL EXPENSES *
Rooms 1,363 24.6 10,904 37.82 1,425 235 38.94 1,519 23.1 12,150 40.10 1,564 23.1 12,514 41.31
Other Operated Departments 51 65.7 408 1.42 53 65.2 1.44 56 65.0 448 1.48 58 65.0 461 1.52
Total Expenses 1,414 25.0 11,312 39.23 1,477 23.9 11,819 40.37 1,575 23.5 12,597 41.58 1,622 235 12,975 42.83
DEPARTMENTAL INCOME 4,247 75.0 33,980 117.84 4,695 76.1 37,55\$ 1\2\§.49 4,96/é 76.5 39,747 131.20 5,117 76.5 40,938 135.13 5,271 76.5 42,167 139.19
UNDISTRIBUTED OPERATING EXPENSES
Administrative & General 470 8.3 3,762 13.05 491 8.0 3,928 7.8 4,068 13.43 524 7.8 4,190 13.83 539 7.8 4,316 14.25
Info & Telecom Systems 81 1.4 645 2.24 84 1.4 673 1.3 697 2.30 90 1.3 718 2.37 92 1.3 740 2.44
Marketing 282 5.0 2,257 7.83 295 2,357 4.7 2,441 8.06 314 4.7 2,514 8.30 324 4.7 2,589 8.55
Franchise Fee 499 8.8 3,994 13.85 ,358 8.8 4,589 15.15 591 8.8 4,727 15.60 609 8.8 4,869 16.07
Prop. Operations & Maint. 181 3.2 1,451 5.03 1,717 4.0 2,092 6.91 269 4.0 2,155 7.11 277 4.0 2,219 7.33
Utilities 202 3.6 1,612 5.59 1,684 3.4 1,743 5.75 224 3.4 1,796 5.93 231 3.4 1,850 6.11
Total Expenses 1,715 30.3 13,721 47.59 1,840 29.9 14,717 49. ;954  30.0 15,631 51.60 2,012 30.0 16,099 53.14 2,073 30.0 16,582 54.74
GROSS HOUSE PROFIT 2,532 447 20,258 70.26, 2(,855 46.2 22/8/42/ 76.32 3,%15 46.5 24,117 79.61 3,105 46.5 24,839 81.99 3,198 46.5 25,584 84.45
Management Fee 170 3.0 1,359 4.71 185 3.0 1,W195 3.0 1,559 5.15 201 3.0 1,606 5.30 207 3.0 1,654 5.46
INCOME BEFORE NON-OPR. INC. & EXP. 2,362 41.7 18,900 65.54 \g,670 43.2/ ﬂ{,360 71.37 2,820 435 22,557 74.46 2,904 435 23,232 76.69 2,991 435 23,930 78.99
NON-OPERATING INCOME & EXPENSE
Property Taxes 111 2.0 892 3.09 1,837 6.14 236 3.6 1,892 6.24 244 3.6 1,949 6.43 251 3.6 2,007 6.63
Insurance 110 1.9 876 3.04 3.02 116 1.8 930 3.07 120 1.8 958 3.16 123 1.8 986 3.26
Reserve for Replacement 113 2.0 906 3.14 4.95 260 4.0 2,079 6.86 268 4.0 2,141 7.07 276 4.0 2,206 7.28
Total Expenses 334 5.9 2,67 9.27 528 8.5 4,221 14.10 613 9.4 4,901 16.18 631 9.4 5,048 16.66 650 9.4 5,199 17.16
EBITDA LESS RESERVE $2,028 35.8 % $16,/26 $56.27 $2,1h\34.7 % SMQ $57.27 $2,207 34.1 % $17,656 $58.28 $2,273  34.1 % $18,185 $60.03 $2,341 34.1 % $18,731 $61.83

*Departmental expenses are expressed as a percentage of departm

tal revenues.
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FIGURE 7-5 TEN-YEAR FORECAST OF INCOME AND EXPENSE
2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2 /27 2027/28 2028/29 2029/30
Number of Rooms: 125 125 125 125 125 125 125 125 125
Occupied Rooms: 36,044 37,413 37,869 37,869 37,869 37,869 37,869 37,869 37,869
Occupancy: 79% 82% 83% 83% % 83% 83% 83% 83%
Average Rate: $153.90 %of $161.79 % of $168.32 % of $173.37 % of $183.93 % of $189.45 % of $195.13 % of $200.99 % of $207.02 % of
RevPAR: $121.58 Gross $132.67 Gross $139.71  Gross $143.90 Gross $152.66 Gross $157.24  Gross $161.96 Gross $166.82  Gross $171.82  Gross
OPERATING REVENUE
Rooms $5,547 98.0 % $6,053 98.1 % $6,374 98.1 % $6,565 98.1 98.1 6,965 98.1 % $7,174 98.1 % $7,389 98.1 % $7,611 98.1 % $7,839 98.1 %
Other Operated Departments 78 1.4 81 13 84 1.3 86 1.3 1 91 1.3 94 1.3 97 1.3 100 1.3 103 1.3
Miscellaneous Income 37 0.6 38 0.6 40 0.6 41 0.6 0.6 43 0.6 45 0.6 46 0.6 47 0.6 49 0.6
Total Operating Revenues 5,661 100.0 6,172 100.0 6,497 100.0 6,692 100.0 6,893 100.0 7,313 100.0 7,532 100.0 7,758 100.0 7,991 100.0
DEPARTMENTAL EXPENSES *
Rooms 1,363 24.6 1,425 235 1,474 231 1,519 23.1 1,564 23.1 1,660 23.1 1,709 231 1,761 231 1,813 23.1
Other Operated Departments 51 65.7 53 65.2 54 65.0 56 65.0 58 65.0 .0 61 65.0 63 65.0 65 65.0 67 65.0
Total Expenses 1,414 25.0 1,477 23.9 1,529 23.5 1,575 235 1,622 23.5 23.5 1,721 23.5 1,772 23.5 1,825 23.5 1,880 23.5
DEPARTMENTAL INCOME 4,247 75.0 4,695 76.1 4,968 76.5 ':},/117 76.5 5,271\7'6‘.5\5,429 76.5 5,592 76.5 5,760 76.5 5,933 76.5 6,110 76.5
UNDISTRIBUTED OPERATING EXPENSES
Administrative & General 470 8.3 491 8.0 508 3 7.8 572 7.8 589 7.8 607 7.8 625 7.8
Info & Telecom Systems 81 1.4 84 1.4 87 13 1.3 98 1.3 101 1.3 104 1.3 107 1.3
Marketing 282 5.0 295 4.8 305 4.7 333 4.7 343 4.7 354 4.7 364 4.7 375 4.7
Franchise Fee 499 8.8 545 8.8 574 8.8 627 8.8 646 8.8 665 8.8 685 8.8 706 8.8
Prop. Operations & Maint. 181 3.2 215 3.5 262 4.0 286 4.0 294 4.0 303 4.0 312 4.0 322 4.0
Utilities 202 3.6 210 3.4 218 3.4 238 3.4 245 3.4 253 3.4 260 3.4 268 3.4
Total Expenses 1,715 30.3 1,840 29.8 1,954 B 30.1 2,135 30.1 2,199 30.1 2,265 30.1 2,333 30.1 2,403 30.1
GROSS HOUSE PROFIT 2,532 44.7 2,855 46.3 3,015 46.4 3,105 46.4 ,198 46.4 3,294 46.4 3,393 46.4 3,495 46.4 3,600 46.4 3,707 46.4
Management Fee 170 3.0 185 3.0 195 30 . 20 3.0 207 3.0 213 3.0 219 3.0 226 3.0 233 3.0 240 3.0
INCOME BEFORE NON-OPR. INC. & EXP. 2,362 41.7 2,670 43.3 2,8}'6 43.4 \2,904\ 43.4 2,99\1\ /(3.4 3,081 43.4 3,174 43.4 3,269 43.4 3,367 43.4 3,468 43.4
NON-OPERATING INCOME & EXPENSE
Property Taxes 111 2.0 230 3.7 236 3.6 244 3.6 258 3.6 266 3.6 274 3.6 282 3.6 291 3.6
Insurance 110 1.9 113 1.8 1 1.8 12 1.8 127 1.8 131 1.8 135 1.8 139 1.8 143 1.8
Reserve for Replacement 113 2.0 185 3.0 60 4.0 o 4.0 284 4.0 293 4.0 301 4.0 310 4.0 320 4.0
Total Expenses 334 5.9 528 8.5 6 9.4 631 9.4 9.4 669 9.4 689 9.4 710 9.4 731 9.4 753 9.4
EBITDA LESS RESERVE $2,028 35.8 % $2,142 34.8 % N\Z,Z(ﬂ \3A.0 /46 %2,273 34.0 $2,341 34.0 $2,412 34.0 % $2,484 34.0 % $2,558 34.0 % $2,635 34.0 % $2,714 34.0 %
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Forecast of Income and
Expense

Property Taxes

Revenues associated
departments and its

the p opgsed subject hotel's other operated
e category have been forecast to reﬂect

Property (or
municipalities. B on the/con cept that the tax burden should be distributed in
proportion to the va 1l properties within a taxing jurisdiction, a system of

fax purposes) on an analysis of assessments of comparable hotel
1-the local municipality.
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FIGURE 7-6

COUNTY-ASSESSED VALUE OF COMPARABLE

Real Property

Hotel Q(ﬁm

SpringHill Suites Orlando Kissimmee 13,444,500
Hampton Inn & Suites Orlando South Lake Buena Vista 5,396,600
Fairfield Inn & Suites Orlando Kissimmee Celebration 10,218,300
Holiday Inn Express & Suites South Lake Buena Vista 5,951,900
Bohemian Hotel Celebration Autograph Collection 14,633,200
Assessments per Room

SpringHill Suites Orlando Kissimmee 89,630
Hampton Inn & Suites Orlando South Lake Buena Vista 43,173

Fairfield Inn & Suites Orlando Kissimmee Celebration
HolidayInn Express & Suites South Lake Buena Vista
Bohemian Hotel Celebration Autograph Collection

68,122

Positioned Subject - Per Room
Positioned Subject - Total

inty Tax Collector

1,768,063
1,257,168

Not Available
537,640
1,170,122

11,787

10,057

Not Available
3,319

10,175

$12,000
$1,500,000

Real Property School Personal Property
Year Millage Rate Millage Rate Millage Rate
2017 8.57890 6.74800 15.32690

Source: Osceloa County Tax Collector

Based 6n comparable assessments and the tax rate information, the proposed
subject property's projected property tax expense levels are calculated as follows.
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FIGURE 7-8 @ PROJECTED PROPERTY/TAX-BUR (BASE YEAR)

Real Property Personal

Re,a/l?rgperty Total \ichool? Property
Positioned (Assessed Value) $12,300,000 $12,500,000 $12,5\0€f,000 $1,500,000
Millage Rate 8.57890 6.74800 15.32690
Tax Burden as of Base Year $107,236 $84,350 $22,990

FIGURE 7-9 PROJECTED PROPERTY TAX EXPENSE - REAL PROPERTY

Real Property

Total Tax Burden Ba ate of Tax % Positioned Taxes
Year (Positioned Prior to Increase) urden Increase Tax Burden Payable

Positioned — $191,586
2020/21 82 % 50 % $103,662
2021/22 3.0 100 213,544
2022/23 3.0 100 219,950
2023/24 3.0 100 226,548

PERTY TAX EXPENSE — PERSONAL PROPERTY

Personal Property

Person x Burden Base Rate of Tax % of Positioned Taxes
Yea (Positioned Prior to Increase) Burden Increase Tax Burden Payable

Positioned — $22,990
$22,990 82 % 50 % $12,439
24,879 3.0 100 25,625
25,625 3.0 100 26,394
26,394 3.0 100 27,186
11| PROJECTED PROPERTY TAX EXPENSE — SUMMARY
Taxes Payable Early Payment Total Tax
Real Personal Total Discount Payable
Positioned $191,586 $22,990 $214,577 4 % $205,994
2020/21 $103,662 $12,439 $116,101 4 % $111,457
2021/22 213,544 25,625 239,169 4 229,602
2022/23 219,950 26,394 246,344 4 236,490
2023/24 226,548 27,186 253,734 4 243,585
October-2018 Projection of Income and Expense 72

Proposed Homewood Suites Celebration — Celebration, Florida



Conclusion

secondary portion derived
departmental expenses tota

by a well-known hotel operator. After a
3.0% of total revenues/ manageme , and 9.4% of total revenues in fixed
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8. Statement of Assumptions and'Li Conditions

1.  Thisreportis set forth as a market study of the proposed subject hotel; this
is not an appraisalreport.

or unapparent conditions of the sub-
d storage tanks, that would affect the
o responsibility is assumed for these

isabilities Act (ADA) became effective on January 26,
ed the proposed hotel would be designed and

iave made no survey of the site, and we assume no responsibility in
nection with such matters. Sketches, photographs, maps, and other

btained from parties not employed by HVS Consulting & Valuation are
assumed true and correct. We can assume no liability resulting from
isinformation.

nless noted, we assume that there are no encroachments, zoning
violations, or building violations encumbering the subject property.

The property is assumed to be in full compliance with all applicable
federal, state, local, and private codes, laws, consents, licenses, and
regulations (including the appropriate liquor license if applicable), and
that all licenses, permits, certificates, franchises, and so forth can be freely
renewed or transferred to a purchaser.
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11.  All mortgages, liens, enc es, and servitudes have been
disregarded unless specifi¢

12. None of this material i ithout our written

13.  We are not require

appearance
14.  If the reader is making a-fiduciary or individual investment decision and
has any questions concerning naterial presented in this report, it is

facility's onsite management has a direct effect on
Viability The financial forecasts presented in this

the have been developed based upon information obtained durmg the
ourse of our market research and are intended to reflect the expectations
a typical hotel investor as of the stated date of the report.

is analysis assumes continuation of all Internal Revenue Service tax code
provisions as stated or interpreted on either the date of value or the date of
our field inspection, whichever occurs first.

any of the figures presented in this report were generated using
sophisticated computer models that make calculations based on numbers
carried out to three or more decimal places. In the interest of simplicity,
most numbers have been rounded to the nearest tenth of a percent. Thus,
these figures may be subject to small rounding errors.
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20.

21.

22.
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