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|. EXECUTIVE SUMMARY

INTRODUCTION

The Alameda County Fair is interested in determining if an approximately 7.0-acre Alameda
County Fairgrounds site located adjacent to the Off-Track Betting facility is suitable for hotel
development. The Alameda County Fair seeks to understand the site’s hotel development
potential, especially with regard to the potential class of hotel, taking into consideration the
property’s adjacency to the Fairgrounds and the nearby business center. The Fair is most
interested in retaining long-term ownership of the property, and thus would seek to attract hotel
development through a ground lease structure.

ALH Urban & Regional Economics (“ALH Economics”) prepared a hotel market study to address
some of Alameda County Fair’s questions. The study included a site analysis, survey of other
county fairgrounds, supply analysis, overview of local hotel market conditions, demand
analysis, and site recommendations. A summary of the findings is presented below.

SUMMARY OF FINDINGS
Site Location and Demand Generators

The prospective hotel site is located near the Fairground’s existing Off-Track betting facility,
adjacent to parking on the west side of the Fairgrounds, off Valley Avenue, between Roads 8
and 12 within the westernmost portion of the Fairgrounds. The site is north of Bernal Avenue,
which features retail services and additional offices and accessible via the Bernal Avenue exit off
Highway 680. The on- and off-ramps to Highway 680 are approximately 0.6 miles from the
prospective hotel site, thus the site has strong highway accessibility. However, the site does not
have highway visibility. Thus, a hotel developed at the site would not benefit from drive-by
traffic, but there are many prospective demand generators for a hotel located next to the
Fairgrounds in this part of the Pleasanton. A prospective hotel at the Alameda Fairgrounds
would have some unique locational strengths not offered by other area hotels. These include
access to patrons attending events at the Fairgrounds, proximity to nearby businesses, and
proximity to a sports complex under construction in the City of Pleasanton. A Fairgrounds hotel
would also benefit from the regional marketing efforts of the Tri-Valley Convention & Visitors
Bureau.

Demographic and Employment Overview

The City of Pleasanton is a core component of the Tri-Valley region. This region also includes
the cities of Dublin, Livermore, San Ramon, and the Town of Danville. This area comprises the
market area and competitive market for a prospective Fairgrounds hotel.

The Tri-Valley is a dynamic region, with strong historical and projected population and
employment growth. Between 2010 and 2015 the Tri-Valley’s population grew by 0.9% per
year. Growth was greatest in the three cities of Dublin, Livermore, and Pleasanton. This pattern
of growth by city is projected to remain in the future through at least 2030, suggesting that this
node is characterized by strong population and household growth potential. Pleasanton is
projected to be the second largest city in the Tri-Valley by 2020 and beyond.
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Pleasanton dominates the employment base in the Tri-Valley, with approximately one-third the
Tri-Valley’s employment base. Pleasanton is projected to have the second highest amount of job
growth in the near-term, with the Tri-Valley’s annual average growth rate especially brisk
between 2015 and 2020.

While the prospective Fairgrounds Hotel site is well-positioned to capture demand generated by
events held at the Fairgrounds, most hotels are supported by business travel during the week,
complemented by leisure travel on the weekend. The strong population and employment
growth projected for the Pleasanton and the Tri-Valley suggest that hotel demand generated by
sources other than the Fairgrounds will continue to grow, fueling the potential demand for more
hotels and hotel room nights of demand.

Existing Hotel Supply

Hotel Inventory. The Tri-Valley area includes at least 41 hotels, located in the cities of
Pleasanton, Livermore, Dublin, San Ramon, and the Town of Danville. The hotel classifications
range from the highest priced hotels, considered Upper Upscale hotels, to the more budget-
oriented Economy hotels. The additional classifications include Upscale, Upper Midscale, and
Midscale. The market’'s 41 hotels have approximately 4,900 hotel rooms.

The greatest number of Tri-Valley hotels and hotel rooms are Upscale, which is the second
highest tier typically available in a market, with Economy hotels and hotel rooms comprising the
next greatest increment. With the exception of one small, boutique hotel, all of the market’s 41
hotels are located 2.8 or more miles away from the Fairgrounds. This suggests there is a
market void in hotel rooms near the Fairgrounds, since overnight visitors associated with the
Fairgrounds currently cannot maximize their stay by being close to the Fairgrounds.

The greatest number of hotels are located in Livermore, followed very closely by Pleasanton.
Overall, Pleasanton offers 32% of the market’s hotels with 37% of the hotel rooms. Given the
size of hotels, Pleasanton offers more hotel rooms than any other market area jurisdiction, also
indicating that Pleasanton houses a greater proportion of higher class hotels than Livermore.
There has been only one addition to the market's supply of hotels since before the Great
Recession, with the most recently developed hotel opened in 2017, e.g., an upper Midscale
hotel in Livermore. The most recent hotel developed in Pleasanton was the boutique Rose Hotel
in 2001. Prior to that, the several hotels in Pleasanton were built in the 1997 to 1999
timeframe, which corresponds with the timeframe during which the largest number of Tri-Valley
hotels were built. This lack of new hotel development suggests the market may be overdue for
the addition of new hotel rooms.

Tri-Valley Hotel Performance. The Tri-Valley market has been performing well and is
becoming increasingly constrained and characterized by high occupancy rates. Hotel room
supply for the Tri-Valley market remained relatively consistent over the past 6 years with the
exception of a slight decrease from 2014 to 2015 due to the removal of a small hotel from the
market that was redeveloped in 2017. Hotel rooms demand increased at a compound annual
growth rate of 0.9% during this time, and the average annual occupancy level was 76%. The
market's occupancy rate reached and exceeded the industry standard of 75% in 2013 and
remained above 75% through 2016, reaching 79.3% in 2015 (the hotel occupancy rate of 75%
is generally considered an industry standard stabilized occupancy rate). The occupancy rate has
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declined slightly since then, dropping to 76% by year-end 2017. Despite the decline in
occupancy rate, the year-end 2017 rate is still indicative of a strong hotel market. These data
all clearly indicate that hotel demand in the Tri-Valley is strong. Based on occupancy trends, the
Tri-Valley is characterized as a high performing Bay Area hotel market.

The market’s increases in occupancy have been accompanied by increasing average daily
room rates, even with a recent modest decline in occupancy. Occupancy in the Tri-Valley
market exhibits seasonal patterns, with occupancy greatest between the months of April and
October. Corporate travel typically drives demand from Monday through Thursday, with the
market’s resulting occupancy in the 74% to 90% range. Leisure travel typically drives demand
on Fridays and Saturdays, with the resulting occupancy in the 69% to 79% range.

Hotel Meeting Space. Many of the Tri-Valley hotels have meeting space, with the amount of
meeting space varying by size and class of hotel. There is one conference center in the market
area with a large amount of meeting space, totaling 24,500 square feet. Two other hotels have
more than 10,000 square feet of meeting space, suitable for large corporate or personal
events, such as business conferences, weddings, and family reunions. All other area hotels have
much more limited space, average 31 square feet per room for Upper Upscale hotels and 17 to
19 square feet per room for all other hotels, excluding Economy hotels, which tend to have no
meeting space.

Both the Tri-Valley Convention & Visitors Bureau and the City of Pleasanton’s Economic
Development Director believe the Tri-Valley does not have enough large-scale meeting space in
increments suitable for large events. The study findings indicate that hotels with large
increments of meeting space also have a large number of rooms. ALH Economics understands
that that development of hotels of this size, with approximately 300 or more rooms, can be
riskier than development of smaller scale hotels.

Hotel Market Projections

Projected Hotel Demand and Occupancy. ALH Economics developed a hotel demand
projection applicable to the existing supply based upon projected economic growth for the Tri-
Valley based upon blended employment growth trends for the Tri-Valley. Employment growth is
seen as the driver of hotel demand given the high proportion of hotel occupancy related to
business travel. While not directly factored into the hotel demand projection, population growth
in the Tri-Valley is also projected to be substantial in the coming years. Based on the demand
projection, and absent any new additions to supply in the Tri-Valley, hotel occupancy is
projected to increase annually, resulting in very high levels relative to industry standards. These
levels are consistently projected to be over 75%, increasing to over 80% by 2022, and 84% by
2030. These levels are a strong indicator that the market would benefit from the addition of
new supply, to avoid periods of total booking for select hotels and thus potential hotel guests
seeking lodging in other, nearby markets.

Planned Tri-Valley Hotel Projects. While there has only been one new Tri-Valley hotel
developed in the more than 10 years, there are 11 new hotel projects in the planning stage.
These hotels include 6 in Livermore, 2 in Dublin, up to 2 in Pleasanton, and 1 in San Ramon.
One of the 11 planned hotels is under construction and another 4 are well along in their
planning process. Others are less well defined. The projects with a defined number of rooms
total 1,116 rooms. These rooms are divided among 10 of the planned 11 hotels, only 5 of
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which have estimated development timelines. Of these, 202 rooms are anticipated to be added
in 2018 and another 340 in 2019. This leaves another 6 hotels potentially added to the market
in the future, with at least 574 rooms, with one proposed hotel with an undisclosed number of
rooms.

Market Projections with Planned Hotels. ALH Economics prepared a future projection of
hotel supply and demand and then examined the occupancy impacts pursuant to the addition
of the hotel rooms with identified years completed. The near-term results of the supply and
demand analysis after the addition of the identified planned supply in 2018 through 2019
indicates that hotel occupancy is projected to increase to 76.4% in 2018, which is a modest
increase from 75.6% in 2017. In 2019, the occupancy rate is projected to decrease to 72.3%,
after which time it is projected to modestly improve annually thereafter. The hotel occupancy
rate is projected to achieve a level of slightly less than 75% for only about five years before
again achieving or exceeding 75%. Thereafter, as demand is projected to continue to increase,
the hotel occupancy rate is projected to rise annually. However, as new hotel units are added to
the market, these projections will be subject to change.

This analysis suggests that even with the addition of planned supply of new hotels with identified
room counts, the Tri-Valley market is projected to continue to be a strong market, with the
potential to experience constrained conditions in the short-term, even after the addition of the
identified new hotels.

Fairgrounds Hotel Analysis and Recommendations

Site Analysis and Suitability. ALH Economics believes the prospective Alameda County Fair
hotel site is well located to serve demand associated with events occurring at the Fairgrounds.
The site is also well-located relative to the new sports complex at Bernal Community Park and is
near some neighborhood and community shopping opportunities. While lacking highway
visibility, which is a disadvantage, the site is also relatively accessible from Highway 680, a
major regional transportation corridor, as well as Bernal Avenue, which receives a lot of local
area traffic as well. There are other hotels in the market area lacking highway visibility,
including Upscale hotels in Pleasanton; therefore, ALH Economics concludes that the site
location is suitable for hotel development.

Prospective Size and Market Orientation. A hotel developer interested in developing the
Fairgrounds hotel site would perform a complete analysis of the prospective site and determine
the optimal size and hotel classification to take best advantage of the site size, orientation, and
prevailing market dynamics. However, analysis of the market suggests that a hotel with an
Upper Midscale or Upscale hotel flag would be the likeliest classification to achieve success at
the Fairgrounds site. These two classifications encompass a range of hotel brands that would
likely appeal to a broad segment of the consumer market. An Upper Midscale hotel comprises
an essentially mid-market product, which is one of the smallest segments in the market, thus
potentially lacking in supply, while Upscale hotels comprise the largest market segment, and
thus comprise the most popular segment. Based upon analysis of the existing inventory, the
average market area Upper Midscale hotel has 111 rooms and the average Upscale hotel has
142 rooms. Based upon these averages, ALH Economics suggests an appropriate room count
to analyze for a prospective Fairgrounds hotel ranges from 115 to 150. Based upon industry
averages for meeting space, ALH Economics suggests that a 115-room hotel have 2,200 to
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3,600 square feet of meeting space and a 150-room hotel have 3,000 to 4,700 square feet of
meeting space.

These amounts of meeting space would allow for some group bookings and meetings to occur
at the Fairgrounds Hotel. This would complement the much greater event spaces available at
the Fairgrounds, which, if marketed in conjunction with the hotel, could functionally provide
some of the large meeting space some market observers indicate is lacking in the market. ALH
Economics is reluctant to suggest that the Fairgrounds Hotel include the amount of meeting
space required to accommodate larger gatherings, e.g., more than 10,000 square feet,
especially as such large increments are typically accompany hotel room counts at or around
300 rooms.

Market Projections Sensitivity Analysis. ALH Economics prepared an annual supply and
demand analysis for the Tri-Valley market assuming the addition of two sizes of prospective
Fairgrounds Hotel. This includes a 115-room hotel and a 150-room hotel. The analysis was
conducted as a sensitivity analysis, varying the year each size hotel is added to the market
place, ranging from 2020 to 2023. This analysis assumes the identified hotels advanced in the
planning process and incorporated into the planned supply analysis are also added to the
market, such that the Fairgrounds Hotel becomes an additional new planned hotel.

On a cumulative basis, the addition of a Fairgrounds Hotel is projected to drop the occupancy
rate to below the industry standard 75% in years 2020 through 2026 for the 115-room hotel
scenario and in years 2020 through 2027 for the 150-room hotel scenario. However, the drops
in occupancy are only nominally below 75%, with the lowest level projected at 72% for the 115-
room hotel scenario in 2020 and 2021 and a low of 71% projected for the 150-room hotel
scenario in 2020, then staying at 72% through 2023. Both these lows generally correspond with
intfroduction of the Fairgrounds Hotel in 2020, which matches the timeframe by which most of
the planned hotels advanced in the planning process are assumed to enter the market, creating
an influx of new market area hotel rooms. Considering this is generally the level the market
achieved in 2012, with even lower occupancy rates prior to that year, the market appears to be
able to operate at a slightly lower than 75% occupancy rate level. Thus, ALH Economics believes
that the addition of a hotel at the Fairgrounds would not represent a significant negative impact
on the market.

Fairgrounds Hotel Conclusion. ALH Economics believes the Alameda County Fair prospective
hotel site could be suitable for hotel development. Conservatively, the site is likely best suited for
an Upper Upscale hotel with approximately 150 rooms and up to 4,700 square feet of meeting
space. Market dynamics, especially with regard to other planned supply, suggest development
of such a hotel in the 2020 to 2023 timeframe could be market appropriate. Existing hotel
occupancy will decline after the introduction of the Fairgrounds hotel, but pursuant to the Tri-
Valley’s anticipated demographic and employment growth this decline is projected to be
modest, and within the market’s historic levels of tolerance. This conclusion is based upon the
available information of the planned supply of new market area hotels.
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ll. INTRODUCTION

STUDY BACKGROUND

The Alomeda County Fair (the “Fair”) seeks to determine if an approximately 7.0-acre site
adjacent to the Fair's Off-Track Betting facility is suitable for hotel development. The Fair has
been approached by prospective hotel developers expressing an interest in such development.
Before pursuing this or other opportunities, the Fair seeks to understand the site’s hotel
development potential taking into consideration the property’s adjacency to the Fairgrounds,
the nearby business center, and other Pleasanton demand generators. Accordingly, the Fair
retained the services of ALH Urban & Regional Economics (“ALH Economics”), to assess the
site’s hotel development potential, and to provide site development recommendations.

STUDY TASKS

To meet the needs of the Alameda County Fair, ALH Economics engaged in several tasks
designed to assess the potential for hotel development at the Fairgrounds. The specific tasks
involved in the analysis include the following:

e Site Analysis - Asses the site’s suitability for hotel development, including
considerations of land use adjacency, accessibility, and size.

e Survey Other County Fairgrounds - Research and identify hotels located adjacent to
select county fairgrounds in other California locations to identify the propensity for
county fairgrounds to have hotels located adjacent to the fairgrounds

e Supply Analysis - Document the supply of hotels in the Tri-Valley, especially those
deemed most competitive with a prospective hotel located at the Alameda County
Fairgrounds. This includes property-specific information including property name, class
of hotel, date opened, number of rooms, average daily room rate, amount of meeting
space, and amenities. It further includes a review of planned and proposed hotel
projects, including proposed hotel flag, number of rooms, class of hotel, and timing of
development.

e Overview of Local Hotel Market Conditions - Review recent and historic hotel
market trends, such as occupancy rates, average daily room rates, and historic increase
in supply to gain an understanding of the relative performance of the hotel sector in
Pleasanton and the Tri-Valley.

¢ Demand Analysis — Prepare a demand analysis for hotel rooms in the Tri-Valley
market to assess the degree to which demand will exist for net new hotel rooms in the

market.

e Site Recommendations - Evaluate the findings and prepare recommendation
regarding prospective hotel development on the Fairgrounds site.

¢ Report Preparation - Prepare a fully document report.
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The research and findings associated with these tasks are presented in the following study
chapters.

REPORT ORGANIZATION

The task research and findings are documented in this report, which includes 6 chapters, as
follows:

[.  Executive Summary

Il.  Introduction

ll. Local Setting and Context

IV. Existing Hotel Supply

V. Hotel Market Projections

VI. Fairgrounds Hotel Analysis and Recommendations

Numerous sources were relied upon in the preparation of this report. These sources are
referenced where appropriate and are documented in the exhibits prepared to support the
analysis, which are located in Appendix A. This report is subject to the appended Assumptions
and General Limiting Conditions.
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Il. LOCAL SETTING AND CONTEXT

SITE LOCATION

The Alameda County Fair has identified a prospective site for hotel development. The site totals
approximately 7.0 acres and is located near the Fairground’s existing Off-Track Betting facility,
which was built in the 1980s. The approximate site location is mapped in Exhibit 1. The site is
adjacent to existing parking on the west side of the Fairgrounds, off Valley Avenue, between
Roads 8 and 12 within the westernmost portion of the Fairgrounds. Koll Center Parkway and
well over 100 office tenants are located immediately to the west of the site. These office tenants
are located in numerous low-rise office buildings with tenants representing a range of
industries, such as financial services, architects, and software companies.

The prospective hotel site is located north of Bernal Avenue, which features retail services and
additional offices. The site is accessible via the Bernal Avenue exit off Highway 680. The on-
and off-ramps to Highway 680 are approximately 0.6 miles from the prospective hotel site, thus
the site has strong highway accessibility. However, the site does not have highway visibility.
Thus, a hotel developed at the site would not benefit from drive-by traffic, but there are many
prospective demand generators for a hotel located next to the Fairgrounds in this part of the
Pleasanton.

The City of Pleasanton is a core component of the Tri-Valley region. This region also includes
the cities of Dublin, Livermore, San Ramon, and the Town of Danville. For study and market
purposes, this area comprises the market area and competitive market for a prospective
Fairgrounds hotel. This area is considered a cohesive region, often the subject of collective
promotional efforts.

FAIRGROUNDS HOTEL ROOM GENERATION
Representative Case Study

ALH Economics sought to conduct research and identify hotels located adjacent to select county
fairgrounds in other Bay Area locations. The intent of this research was to identify the propensity
for county fairgrounds to have hotels located adjacent to the fairgrounds, report on the type of
hotels that are typically developed adjacent to fairgrounds, and the extent to which demand is
associated with fairgrounds events.

Without expending too many study resources on this research task, ALH Economics selected the
local case study that best exemplified hotel adjacency to a county fairgrounds. This includes the
San Mateo Marriott San Francisco Airport Hotel located 0.7 miles from the San Mateo County
Fairgrounds, which hosts the annual San Mateo County Fair as well as many other events
throughout the year. This hotel is classified as “Upper Upscale”' and contains 476 rooms and
over 42,000 square feet of meeting space (equal to 88 square feet per room). The manager of
the San Mateo Marriot San Francisco Airport Hotel relayed that historically the Hotel has a 98%
average annual occupancy rate and that weekday demand comprises approximately 80%
business-related users and 20% leisure/travel/other users and weekend demand comprises

! This is generally the highest class of hotel available.
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approximately 30% business-related users and 70% leisure/travel/other users. The Hotel
manager expressed the following: that the San Mateo Marriott San Francisco Airport Hotel
receives a lot of demand from events at the Fairgrounds; and that the Hotel is the #1
recommended hotel to fairground event holders and attendees. For example, there is a Fashion
Market event five times a year and the event holders and the maijority of event attendees stay at
the hotel.

While limited, this case study example demonstrates that even a hotel located more than one-
half mile from a popular fairground can be poised to capture demand generated by fairground
events. The prospective Alameda County Fair Hotel site is relatively more advantaged due to its
closer proximity to the Fairgrounds as a demand generator.

Prospective Sources of Demand

A prospective hotel at the Alameda Fairgrounds would have some unique locational strengths
not offered by other area hotels. These include access to patrons attending events at the
Fairgrounds, proximity to nearby businesses, and proximity to a sports complex under
construction in the City of Pleasanton.

Many events throughout the calendar year are held at the Alameda County Fairgrounds. Some
of these events are more local-oriented, like the Pirates of Emerson Haunted Themed Park,
while others attract a much wider audience, such as the Scottish Highland Gathering & Games
and RoboGames. Many of the events with wide attraction are multi-day events, and thus visitors
to the region require overnight lodging to support their event attendance. Other major events
requiring overnight lodging include the Goodguys Car Show, with about two to three-day
events held four times per year at the Fairgrounds, the Kuma Hula Association’s May Day
Festival and la ‘Oe E Ka La Hula Festival held in November, Trade Shows for vendors, an
annual dog show held by the Del Valle Dog Club of Livermore, and of course the County Fair.
During the Fair, some rooms are comped to vendors or provided at preferential rates. In
addition, the Fair maintains RV campgrounds, with spaces also made available to vendors in
preparation for and during the Fair.

In addition to the Fair, other events negotiate preferred rates at area hotels. For example, many
San Ramon hotel rooms are reportedly booked up heavily during the Scottish Games.
According to the Tri-Valley Convention & Visitors Bureau the popular RoboGames generates
1,000 room nights of demand. Existing Pleasanton hotels report high visitorship associated with
events at the Fairgrounds, such as Courtyard Pleasanton, which reports that a large percentage
of rooms demand is associated with the Fairgrounds when an event is happening, and the Best
Western Plus Pleasanton, which further reports that 35%-40% of rooms demand can be
associated with the Fairgrounds when an event is happening. This volume of demand will only
change if more events are held at the Fairgrounds, but this information demonstrates that the
Fairgrounds itself is a significant generator of rooms demand, and thus a hotel located at the
Fairgrounds would be well positioned to capture this demand.

The Fairgrounds are also situated near a business park, with many businesses located nearby
on Koll Center Parkway. ALH Economics contacted several businesses in this area to inquire
regarding how often their company has the need to book local hotel rooms. These calls were
not met with much success, but of the few businesses that responded, several indicated they use
hotel rooms a few times a month or at least once a year. However, since business-related travel
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typically dominates hotel occupancy during the work week, e.g., historically the above-
referenced Courtyard Pleasanton and Best Western Plus Pleasanton indicate 80% to 90% of
occupancy Monday — Thursday is business-related, it is logical to assume that the businesses
located near the Fairgrounds would also comprise a nearby source of demand for rooms
located at the Fairgrounds.

Finally, an active Tri-Valley strategy is to bring in Sports Tourism. This is a growing market for
the Tri-Valley, with 14 sports events booked in the region in 2017 according to the Tri-Valley
Visitors and Convention Bureau.? The number of book tournaments has been increasing year
over year. These tournaments occur in Livermore, Danville, Dublin, and Pleasanton. These
sporting events received a boost in October 2016, when the City of Pleasanton completed
Phase Il expansion of Bernal Community Park, including new outdoor sports fields and Patelco
Sports Complex, featuring three new turf fields available for year-round play. All these new
fields are in addition to existing baseball fields at Bernal Community Park. This park is located
very close to the Alameda County Fair Hotel site, just across Bernal Avenue from the
Fairgrounds. This proximity, coupled with the additional adjacency of a community shopping
center, suggests a hotel located at the Fairgrounds would be well positioned to attract demand
associated with tournaments and other sporting events held at Bernal Community Park. While
many attendees may be price-motivated, and thus seek to stay at many of the area’s lower-
priced Economy hotels, a Fairground Hotel will be well located to attract a contingent that
would value proximity and convenience over cost.

With respect to the entire hotel market, the Tri-Valley Convention & Visitors Bureau is charged
with promoting the region and is partly funded by a nominal fee added to the cost of every Tri-
Valley occupied hotel room. The Convention & Visitors Bureau efforts occur in many ways and
have strongly helped fuel demand for area hotels. In 2016, the Tri-Valley’s hotels comprised
16% of all lodging sales in the Tri-Valley’s two constituent counties.® In addition to sports
tourism they help book events at local theaters and the Fairgrounds, promote the area’s
industries, and act as a matchmaker between event sponsors and venues. They also conduct
outreach to attract people to the region, including outreach efforts in China, that have resulted
in the number of tour operators including the Tri-Valley in the offerings in China increasing
from 23 in 2016 to 36 in 2017.* Additionally, in Fiscal Year 2016-2017 they closed bookings
on over 20 weddings, reunions, and association gatherings. Based on estimates compiled by
the Convention & Visitors Bureau, their efforts in sports tourism alone resulted in the booking of
over 4,000 room nights of demand in Fiscal Year 2016-2017.> As with other area hotels, a
hotel built at the Fairgrounds would benefit from the marketing efforts of the Convention &
Visitors Bureau.

DEMOGRAPHIC AND EMPLOYMENT OVERVIEW

The Tri-Valley is a dynamic region, with strong historical and projected population and
employment growth. Area demographics are summarized in Exhibit 2, which indicates that in
2010, the Tri-Valley’s population totaled 311,476, rising to 325,000 by 2015, reflecting 0.9%
annual growth per year. Growth was greatest in the three cities of Dublin, Livermore, and

2 See Visitors and Convention Bureau Annual Report, 2016-2017, page 2 of 13.
3 Ibid, page 4 of 13.

4 Ibid, page 2 of 13.

5 Ibid, page 11 of 13.
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Pleasanton. This pattern of growth by city is projected to remain in the future, through at least
2030, suggesting that this particular node is characterized by strong population growth
potential. The same pattern holds true for household growth as well. Overall, the Tri-Valley
population base is projected to continue to increase by 0.9% a year each year through 2030.
While population growth is not the greatest in Pleasanton, it is projected to be the second
largest city in the Tri-Valley by 2020 and beyond.

The employment base pattern in the Tri-Valley does not parallel the population base pattern.
Pleasanton dominates the employment base in the Tri-Valley, with approximately one-third the
employment base working in Pleasanton. For example, in 2010, Pleasanton’s 54,340 estimated
jobs comprised 32.5% of the total 167,020 Tri-Valley jobs. This percentage is projected to drop
very nominally over time, such that by 2030 Pleasanton is projected to comprise 30.8% of all
Tri-Valley jobs. Despite this decline, between 2015 and 2030, Pleasanton is projected to have
the second highest amount of job growth, totaling 7,100. This follows only neighboring Dublin
with a projected 7,340 increase in jobs. Overall, job growth between 2015 and 2030 in the Tri-
Valley is projected to increase by 30,210, with the rate of growth declining over time. The
annual average growth rate for the entire Tri-Valley is projected to total 1.9% between 2015
and 2020, dropping to 0.6% annually thereafter.

While the prospective Fairgrounds Hotel site is well-positioned to capture demand generated by
events held at the Fairgrounds, most hotels are supported by business travel during the week,
complemented by leisure travel on the weekend. The strong population and employment
growth projected for the Tri-Valley, and Pleasanton in particular, suggest that hotel demand
generated by sources other than the Fairgrounds will continue to grow, fueling the potential
demand for more hotels and hotel room nights of demand.
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IV. EXISTING HOTEL SUPPLY

HOTEL INVENTORY

The Tri-Valley area includes at least 41 hotels, located in the Cities of Pleasanton, Livermore,
Dublin, San Ramon, and the Town of Danville. These 41 hotels, divided by classification, are
listed in Exhibit 4. The classifications range from the highest priced hotels, considered Upper
Upscale hotels, to the more budget-oriented Economy hotels. The additional classifications
include Upscale, Upper Midscale, and Midscale.

The nearest hotel to the Alameda County Fairgrounds is located on Johnson Drive,
approximately 1.8 miles away. This is a boutique hotel, with a low room count and very high
room rates. All other hotels are located 2.8 or more miles away from the Fairgrounds (see
Exhibit 4). The distribution of the hotels is mapped in Exhibit 5.

Hotel Distribution by Class

The 41 hotels are sorted by class in Table 1. This indicates that the greatest number of Tri-
Valley hotels are classified as Upscale hotels. This includes 14 hotels with 1,989 rooms,
comprising 34% of all hotels and 41% of all hotel rooms. The next most dominant type of hotel
in the market is Economy hotels, with 11 hotels with 1,010 rooms, or 27% of all hotels and 21%
of rooms. Together, these two types of hotels comprise over 60% of all market hotels and hotel
rooms. There are near equal numbers of Upper Upscale, Upper Midscale, and Midscale hotels,
each with 4, 6, and 6 hotels, respectively. These hotels comprise from 10% to 15% of area
hotels, with 9% to 17% of the market share of rooms. The Upper Upscale hotels have a larger
share of rooms, as these hotels have the highest average number of rooms per hotel.

Table 1. Tri-Valley Hotels by Class and Number of Rooms

Average
Hotels Rooms Rooms

Class of Hotel Number Percent Number Percent per Hotel
Upper Upscale 4 10% 818 17% 205
Upscale 14 34% 1,989 41% 142
Upper Midscale 6 15% 664 14% 111
Midscale 6 15% 429 9% 72
Economy 11 27% 1,010 21% 92
Total 41 100% 4,910 100% 120

Source: Exhibit 4.

The average number of rooms per hotel generally declines as the quality of the hotel declines.
While the average room count per hotel is 205 rooms for Upper Upscale hotels, this figure
drops to 142 for Upscale hotels, 111 for Upper Midscale hotels, 72 for Midscale hotels, and 92
for Economy hotels. The only deviation from this downward trend is the slightly higher average
room count at Economy hotels versus Midscale hotels.

Generally speaking, room rates decline as the quality of hotel also declines. With no special

deals, the average rate for a representative Thursday range from $193 a night at the market’s
Upper Upscale hotels to $114 a night at the market’s economy hotels. There are many factors
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that go into hotel room pricing, thus these figures are presented only for comparative purposes,
but are likely not representative of the overall average room rate range available at each hotel.

Hotel Distribution by Location

The existing hotels are distributed unevenly among the Tri-Valley’s locations, as noted in Table
2. Among all 41 hotels, near equal numbers are in Livermore and Pleasanton, with 16 and 13
hotels each, respectively. Together, the hotels in Livermore and Pleasanton comprise 71% of all
area hotels, with 64% of all rooms. San Ramon has the next greatest number of hotels, with 7
hotels, comprising 17% of all hotels and 23% of all rooms. Dublin and Danville are less
significant hotel locations, with 4 hotels and only 1 hotel each, respectively. In keeping with
these low figures these two cities also feature a low number of hotel rooms, totaling only 12% of
the market’s hotel rooms.

Table 2. Tri-Valley Hotels by Location

Average
Hotels Rooms Rooms
Location Number Percent Number Percent per Hotel
All Hotels
Livermore 16 39% 1,332 27% 83
Pleasanton 13 32% 1,807 37% 139
San Ramon 7 17% 1,147 23% 164
Dublin 4 10% 562 11% 141
Danville 1 2% 62 1% 62
Total 41 100% 4,910 100% 120
All Hotels Excluding Economy
Livermore 11 37% 942 24% 86
Pleasanton 10 33% 1,585 41% 159
San Ramon 5 17% 871 22% 174
Dublin 3 10% 440 11% 147
Danville 1 3% 62 2% 62
Total 30 100% 3,900 100% 130

Source: Exhibit 4.

As noted in Table 2, Pleasanton has the greatest number of hotel rooms in the Tri-Valley,
comprising 38% of all rooms. This indicates that Pleasanton hotels on average are larger than
Livermore hotels, which is also an indicator of a higher proportion of higher class hotels in
Pleasanton compared to Livermore, given that hotel size generally declines with hotel quality.

Table 2 also includes hotel counts by location excluding the Economy hotels. The purpose of this
sorting was to determine the pattern of hotel distribution excluding these more budget-oriented
hotels. The resulting pattern is relatively similar to the pattern of all hotels, with Livermore and
Pleasanton still dominating the market. However, a primary distinction is the resulting
demonstration that Pleasanton has an even higher percentage of Tri-Valley market hotel rooms
excluding the Economy hotels. This suggests that Pleasanton hotels comprise the core hotels in
the Tri-Valley market. This is reinforced by examination of transient occupancy tax revenues for
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the Tri-Valley locations. For Fiscal Year 2015/16, the transient occupancy tax revenues totaled
$6.0 million in Pleasanton, which exceeded the level of revenues in all other locations. The
amount of revenues in the other Tri-Valley locations included $2.8 million in Livermore, $2.8
million in San Ramon, $1.0 million in Dublin, and $147,300 in Danville. These figures are
reflecting several variables, including room rates, number of rooms occupied, and tax rate, so
they are not reflecting just volume room nights of demand.® However, they further indicate that
Pleasanton dominates the market with respect to hotel revenue, which is yet another indicator
that Pleasanton is the core Tri-Valley hotel market location.

Hotel and Room Distribution by Distance from Fairgrounds

In addition to City location, hotel distance from the Fairgrounds provides a useful indicator
regarding the potential for a Fairgrounds hotel. Table 3 presents information on the number of
hotels, rooms, and rooms by hotel classification by their distance from the Fairgrounds. The
same general information is presented in Table 4, focusing on the percent of rooms by hotel
clossification.

As Tables 3 and 4 indicate, there is only one hotel located less than 2.0 miles from the
Fairgrounds. This hotel is the small, boutique Rose Hotel in Downtown Pleasanton. The next
nearest grouping of hotels is located 2.0 to 3.9 miles from the site, comprising 8 hotels with
930 rooms. The largest share of these rooms is located in Upscale hotels, with 611 rooms, or
66% of all rooms within this distance band. There are yet another 8 hotels located 4.0 to 5.2
miles from the Fairgrounds hotel site. These hotels include a much greater 1,401 rooms, with
the largest share comprising rooms in Upscale hotels, i.e., 554 rooms, or 40% of all rooms in
this distance band. There are no hotels located between 5.3 and 7.7 miles of the Fairgrounds
hotel site, and thus the majority of the Tri-Valley market hotels, or 24 of the total, are located
7.7 or more miles from the Fairgrounds site. These 24 hotels have half of all hotel rooms,
straddling a range of types of hotels, with the greatest number available in Upscale hotels,
followed by Economy hotels, and then with near equal numbers of room at Midscale, Upper
Midscale, and Upper Upscale hotels.

Table 3. Tri-Valley Hotels and Rooms by Distance from Fqirgrounds
Number of Rooms by Hotel Classification

No.of  No. of Upper Upper

Distance (1) Hotels Rooms  Economy Midscale Midscale  Upscale Upscale
< 2.0 miles 1 38 0 0 0 0 38
2.0 - 3.9 miles 8 930 222 0 97 611 0
4.0 - 5.2 miles 8 1,401 122 91 222 554 412
7.7 - 9.9 miles 14 1,582 317 62 279 556 368
>10 miles 10 959 349 276 66 268 0
Tofol/Average 41 4,910 1,010 429 664 1,989 818

Source: Exhibit 4.
(1) There are no hotels located >5.2 and < 7.7 miles from the Fairgrounds.

% The transient occupancy tax rate varies by jurisdiction. The rate is 8.0% in Pleasanton, Dublin, and
Livermore, 7.25% in San Ramon, and 6.5% in Danville. All cited transient occupancy tax figures were
drawn each city’s most current adopted budget.
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Table 4. Tri-Valley Hotels and Rooms by Distance from Fcirgrounds
Percent of Rooms by Hotel Classification

No.of  No. of Upper Upper

Distance (1) Hotels Rooms  Economy Midscale Midscale  Upscale Upscale
< 2.0 miles 1 38 0% 0% 0% 0% 100%
2.0 - 3.9 miles 8 930 24% 0% 10% 66% 0%
4.0 - 5.2 miles 8 1,401 9% 6% 16% 40% 29%
7.7 - 9.9 miles 14 1,582 20% 4% 18% 35% 23%
>10 miles 10 959 36% 29% 7% 28% 0%
Total/Average 41 4,910 21% 9% 14% 41% 17%

Source: Exhibit 4.
(1) There are no hotels located >5.2 and < 7.7 miles from the Fairgrounds.

These findings suggest there is a market void in hotel rooms near the Fairgrounds. This further
suggests the market potential for hotel rooms near the Fairgrounds so overnight visitors
associated with the Fairgrounds can maximize their visit by staying close to the Fairgrounds.

Age of Tri-Valley Hotels

The age of the Tri-Valley's hotels is summarized in Table 5. In this table it can be seen that there
has been only one addition to the market’s supply of hotels since before the Great Recession in
2008. This new addition is the Upper Midscale Home2 Suites hotel in Livermore, opened in
May 2017 with 108 guest rooms.

Table 5. Tri-Valley Hotels and Rooms by Year Built (1)

Year No.of  No. of Upper Upper

Built (1) Hotels Rooms  Economy  Midscale Midscale  Upscale Upscale
< 1980 5 520 2 1 1 1 0
1980-1989 9 1,672 2 0 1 3 3
1990-1999 15 1,746 4 2 1 8 0
2000-2007 11 864 3 3 2 2 1
2008+ 1 108 0 0 1 0 0
Total 41 4,910 11 6 6 14 4

Source: Exhibit 4.
(1) Does not reflect year of renovation. The most recent existing hotel was built in 2017

The largest increment of Tri-Valley hotels was built between 1990 and 1999, with 15 of the
hotels built in this timeframe. The largest number of Upscale hotels was built in this timeframe,
comprising 8 of the market’s 14 Upscale hotels. Another 11 hotels were built between 2000
and 2007, comprising all possible hotel classifications. Notably, most of the Upper Upscale
hotels are generally older, with 3 built prior to 1990 and only one built between 2000 and
2007, with this being the relatively small, boutique 38-room Rose Hotel in downtown
Pleasanton. Thus, there have been effectively no significant inventory of Upper Upscale rooms
added to the market since 1989 (Marriott San Ramon), or over the past 27 years. Given
projected steady increases in demand (see next section), this suggests the market may be
overdue for the addition of new hotel rooms.
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Summary

In summary, the Tri-Valley offers a range of hotel product, including more affordable Economy
hotels as well as more luxury-oriented Upper Upscale hotels. The greatest number of hotels and
hotel rooms are Upscale, which is the second highest tier typically available in a market, with
Economy hotels and hotel rooms comprising the next greatest increment. With the exception of
one small, boutique hotel, all of the market’'s 41 hotels are located 2.8 or more miles away
from the Fairgrounds. This suggests there is a market void in hotel rooms near the Fairgrounds,
since overnight visitors associated with the Fairgrounds currently cannot maximize their stay by
being close to the Fairgrounds.

The greatest number of hotels are located in Livermore, followed very closely by Pleasanton.
Overall, Pleasanton offers 32% of the market’s hotels with 37% of the hotel rooms. Given the
size of hotels, Pleasanton offers more hotel rooms than any other market area jurisdiction, also
indicating that Pleasanton houses a greater proportion of higher class hotels than Livermore.
There has been only one addition to the market's supply of hotels since before the Great
Recession, with the most recently developed hotel opened in 2017, e.g., an upper Midscale
hotel in Livermore. The most recent hotel developed in Pleasanton was the boutique Rose Hotel
in 2001. Prior to that, the several hotels in Pleasanton were built in the 1997 to 1999
timeframe, which corresponds with the timeframe during which the largest number of Tri-Valley
hotels were built. This lack of new hotel development suggests the market may be overdue for
the addition of new hotel rooms.

HISTORICAL TRI-VALLEY HOTEL MARKET PERFORMANCE
Methodology

The hotel information listed in Exhibit 4 was collected by ALH Economics. This information does
not include metrics on hotel performance. Such data are generally confidential and not
released by hotels on an individual basis. Instead, there is an industry resource that collects and
shares information with hotels based upon aggregated information by type of hotel or location,
or in a manner that generally does not reveal individual hotel performance data. This industry
resource is Smith Travel Research, or “STR.”

For the purpose of this study, ALH Economics obtained market performance data from STR for
hotels in the Tri-Valley area. STR provides a list of all market hotels that participate in its market
survey data. For the Tri-Valley market, this includes 35 hotels, comprising 4,479 rooms, or 96%
of the rooms included in Exhibit 4. These 35 hotels are a subset of the hotels included in the
Exhibit 4 inventory. The STR data are not inclusive of all area hotels because some hotels
choose not to participate in the STR market survey. For markets that are sufficiently large, this
lack of participation generally does not impact the general veracity of the STR market findings.
Because of the size of the Tri-Valley market, the STR findings are therefore believed to be
reasonably representative of overall market performance. The hotels not included in the STR
survey are listed below, with the figures in parenthesis comprising their number identifier in
Exhibits 4 and 5.

e Rose Hotel (1)

e San Ramon Valley Conference Center (27)
e Tri Valley Inn & Suites (32)
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e Americas Best Value Inn Livermore (35)
e Del Valle Lodge (37)
e Springtown Inn (39)

These excluded hotels include the very small, boutique Rose Hotel in Downtown Pleasanton, the
San Ramon Valley Conference Center, which is a Conference Center that provides lodging
rooms only for Conference guests, and four Economy hotels, of which three are in Livermore
and one is in Pleasanton. As noted above, the exclusion of these hotels in the STR market
metrics is not believed to significantly impact the market performance findings.

The market data collected by STR comprises monthly as well as daily findings, depending upon
the data point. These findings are then bundled to provide average or summary metrics for all
reporting hotels, as presented below.

Hotel Market Findings

Presented in Table 6, following, is a summary of the historical supply and demand and the
resulting occupancy percentages for the Tri-Valley market for the period 2012 through 2017.
Also included are the market's average daily rate (“ADR") and revenue per available room
(“RevPAR”) figures. RevPAR is an industry standard which equates to the total revenue generated
by available rooms and thereby measures the operational success of a market or individual
property. These data are a summary of monthly data by year presented in Exhibit 6.

Table 6. Historical Performance of the Tri-Vally Hotel Market, 2012 1hrough 2017

Annual Percent  Occupied  Percent Market Percent Percent
Year Supply Change Rooms Change  Occupancy ADR Change  RevPar  Change
2012 1,784,850 -- 1,294,579 -- 72.5% $96.90 -- $70.28 --
2013 1,784,850 0.0% 1,347,699 4.1% 75.5% $105.07 8.4% $79.33 12.9%
2014 1,784,115 0.0% 1,349,601 0.1% 75.6% $116.67 11.0% $88.25 11.2%
2015 1,747,825 -2.0% 1,386,365 2.7% 79.3% $133.68 14.6% $106.03 20.1%
2016 1,754,755  0.4% 1,374,082  -0.9% 78.3% $146.59 9.7% $114.79 8.3%
2017 1,788,804 1.9% 1,351,770 -1.6% 75.6% $153.32 4.6% $115.86 0.9%

CAGR/AVG 0.0% - 0.9% - 76.1% 9.6% - 10.5%

Source: Exhibit 6.
The summary figures in Table 6 indicate the following:

e Supply for the Tri-Valley market remained relatively consistent over the past 6 years with
the exception of a slight decrease from 2014 to 2015. This is reflective of the removal
of the 60-room Comfort Inn & Suites in Livermore from the market, which was
redeveloped in 2017 the 108-room Home 2 Suites, Hilton brand hotel.

e Demand for these hotels increased at a compound annual growth rate ("CAGR") of
0.9% during this time, and the average annual occupancy level was 76%. Annual
demand rose consistently over the 2010 to 2015 time period, corresponding with
increasing annual occupancy rates, but then declined in 2016 and 2017. Occupancy
for these hotels gradually increased year over year to 2015, beginning with 72.5% in
2012, and surpassing 75% in 2013. The hotel occupancy rate of 75% is generally
considered an industry standard stabilized occupancy rate. With continued year-over-
year increases in accommodated demand, the market achieved a year-end 2015
occupancy of 79.3%, a record high for these hotels. The occupancy rate has declined
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slightly since then, dropping to 75.6% by year-end 2017. Despite the decline in
occupancy rate, the year-end 2017 rate is still indicative of a strong hotel market. These
data all clearly indicate that hotel demand in the Tri-Valley is strong. Since the number
of rooms effectively stayed relatively constant from 2012 onward, the increasing
demand also translated into higher room rates.

ADR growth for the Tri-Valley market increased at a CAGR of 9.6% over the past six
years. The rate of growth accelerated in the years following the Great Recession, with
year-over-year increases in the percent change, starting at 8.4% from 2012 to 2013
increasing to the highest rate yet of 14.6% from 2014 to 2015.

RevPAR growth has grown the fastest of all market indicators, with a CAGR of 10.5%
from 2012 through 2017. In half the years presented, RevPAR growth exceeded ADR
growth, which indicates gains in occupancy generally accompanied the gains in room
rates.

It is notable that while occupancy dropped modestly from 2016 to 2017, the average daily
room rates increased, indicating strong market fundamentals.

As illustrated in Table 7, following, occupancy in the Tri-Valley market does exhibit seasonal
patterns, albeit rather modestly. According to STR, Inc., over the past three years these hotels
achieved an average occupancy ranging between 76% and 86% from April through October.
February, March, and November represent the shoulder months while January and December
are the slowest months with occupancy levels in the 60% range. Recent monthly ADRs show
some variability by month, but not in the same pattern as occupancy, as rates are not
consistently highest when occupancy is high or lowest when occupancy is low. The ADR data are
a summary of monthly data for the most recent year presented in Exhibits 6 and 7.

Table 7. Tri-Valley Market Seasonality (Monthly)

Monthly Occupancy

3-Year 2017
Month 2015 2016 2017 Average ADR
January 66.7% 69.8% 65.5% 67.4% $149
February 76.4% 78.0% 73.4% 75.9% $152
March 76.2% 76.6% 75.0% 75.9% $154
April 78.5% 78.1% 72.6% 76.4% $151
May 80.4% 81.4% 76.5% 79.4% $154
June 88.6% 87.8% 83.5% 86.6% $155
July 86.6% 83.3% 80.6% 83.5% $154
August 88.5% 86.1% 83.3% 86.0% $160
September 85.0% 81.7% 81.7% 82.8% $156
October 84.2% 82.3% 81.6% 82.7% $161
November 74.5% 72.4% 71.3% 72.7% $153
December 66.8% 62.2% 61.5% 63.5% $137
Average 79.3%  78.3%  75.6% 0.8% $153

Source: Exhibit 6.
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e Table 8, following, illustrates the demand in the Tri-Valley market by day of the week.
These data are measuring occupancy by day, as a running average over the course of a
year. Corporate travel typically drives demand from Monday through Thursday, with the
resulting occupancy in the 74% to 90% range. Leisure travel typically drives demand on
Fridays and Saturdays, with the resulting occupancy in the 69% to 79% range. Sundays
are the slowest day of the week with average occupancy of approximately 60% during
this three-year historical period. Similar to monthly occupancy, the ADR trend varies,
with some correlation between high occupancy and high ADR, but not a very strong

correlation.
Table 8. Tri-Valley Market Seasonality (Weekly)
Occupancy

2/15 - 2/16 - 2/17 - 3-Year 2017
Day of Week 1/16 1/17 1/18 Average ADR (1)
Sunday 62.0% 60.3% 57.6% 60.0% $135
Monday 82.9% 80.5% 78.8% 80.7% $172
Tuesday 90.2% 89.2% 86.8% 88.7% $186
Wednesday 90.0% 89.1% 86.9% 88.7% $182
Thursday 78.6% 76.7% 73.9% 76.4% $144
Friday 74.2% 71.2% 68.9% 71.5% $120
Saturday 79.7% 78.2% 75.4% 77.8% $120
Year 79.6% 77.9% 75.5% 77.7% $154

Sources: Smith Travel Research, Hotel Trend Report, California Cities (Tri-
Valley), January 2012 Through January 2018 and Exhibit 7.
(1) See Exhibit 7 for the most recent one-year period average.

In summary, the Tri-Valley market has been performing well, and is becoming increasingly
constrained and characterized by high occupancy rates. As summarized in Exhibit 8, the
market’'s occupancy rate reached and exceeded the industry standard of 75% in 2013,
continued to peak after that increasing to 79% in 2015, and remained above 75% thereafter.
Based on occupancy in 2017, the Tri-Valley market is performing on par with Bay Area hotel
markets as measured by occupancy rate. The market is achieving rates similar to many other
local markets, along with room rates equal to or exceeding about one-third of the locations
presented in Exhibit 9. Notably, the time series of data relied upon for the Tri-Valley in this
exhibit excludes San Ramon, but the trend nevertheless shows strong performance in general,
as well as relative to many other Bay Area locations.

HOTEL MEETING SPACE

Many of the Tri-Valley hotels have meeting space. The amount of meeting space varies by size
and class of hotel. Among all 41 Tri-Valley hotels listed in Exhibit 4, only 26 have meeting
space. These 26 hotels exclude all the Economy hotels, which have no meeting space. In
addition, these 26 hotels exclude the San Ramon Valley Conference Center in San Ramon. This
conference center, with 24,500 square feet of meeting space, also has 119 lodging rooms
available, which are included in the earlier inventory in Exhibit 4 but not in the STR market
metrics. These rooms are only available to conference attendees, and thus while they comprise
rooms available for transient occupancy, they are not on par with or directly competitive with
other hotel rooms in the market.
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Exhibit 10 presents information on meeting space by amount of space per hotel. Arrayed from
greatest to least amount of meeting space, this information indicates that aside from the San
Ramon Valley Conference Center, only two area hotels have more than 10,000 square feet of
meeting space. These include the 368-room Marriott San Ramon (16,636 square feet) and the
292-room Double Tree Pleasanton @ The Club (14,000 square feet). Notably, these are the
two largest hotels in the Tri-Valley. These are the facilities with the capability of handling large
corporate or personal events, such as business conferences, weddings, and large family
reunions. All other area hotels have much more limited space, although two others have more
than 5,000 square feet, including Four Points by Sheraton in Pleasanton (7,500 square feet)
and Holiday Inn Dublin Pleasanton (6,286 square feet).

The distribution of hotel meeting space by type of hotel is presented in Table 9. As this table
indicates, the largest volume of meeting space is located in Upscale hotels, but the amount of
meeting space per hotel room is greatest in the Upper Upscale hotels, skewed in large part by
the Marriott San Ramon. More specifically, the market’s four Upper Upscale hotels have an
average of 31 square feet of meeting space per room. This metric drops to 18-19 square feet
per room among all other Tri-Valley hotels by classification with meeting space. On average,
there are 21 square feet of meeting space per room among the hotels with meeting space. This
figure is skewed upward by the large allocation of meeting space in the Upper Upscale hotels.

Table 9. Tri-Valley Hotel Rooms and Meeﬁng Space by Class of Hotel

Average Meeting
Number of Number of Rooms Meeting Space Sq. Ft.
Class of Hotel (1) Hotels Rooms per Hotel (sq. ft.) Per Room
Upper Upscale 4 818 205 25,129 31
Upscale 14 1,989 142 38,161 19
Upper Midscale 4 501 125 8,318 17
Midscale (2) 4 248 62 4,436 18
Total 26 3,556 137 76,044 21

Source: Exhibit 4.

(1) Excludes Economy hotels as they do not have meeting space. Also excludes hotels where amount of
meeting space is not available.

(2) Excludes the San Ramon Valley Conference Center as it is primarily a Conference facility.

Table 10 presents a different way of looking at the distribution of meeting space, this time by
hotel location. Again, these figures exclude the San Ramon Conference Center. These location-
based findings indicate that Pleasanton hotels have the largest share of meeting space, with
almost 35,000 square feet, comprising close to 50% of all hotel meeting space. More than half
the Pleasanton space is located in just the Double Tree Pleasanton @ The Club (14,000 square
feet) and Four Points by Sheraton Pleasanton (7,500 square feet). The meeting space in
Pleasanton hotels averages 23 square feet per room. San Ramon then has the next greatest
amount of hotel-based meeting space, with close to 19,000 square feet, comprising an even
greater 25 square feet per hotel room. The volumes in Livermore and Dublin are lower, with
nearly 14,000 and 8,500 square feet each, with similar metrics in the 16 to 19 square feet per
room range. The lone hotel in Danville has no meeting space, and thus is not included in Table
10.
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Table 10. Summary of Meeting Space by Tri-Valley Location
Rooms in Hotels with

Meeting Space Meeting Space Meeting Space
Number of Square Percent of Percent of Per Room

Location Hotels Feet Total Rooms Total (Square Feet)
Pleasanton 9 34,953  46.0% 1,488 41.8% 23
Dublin 3 8,517 11.2% 440 12.4% 19
Livermore 10 13,702 18.0% 876 24.6% 16
San Ramon (1) 4 18,872 24.8% 752 21.1% 25
Danville 0 0 0% 0 0 0
Total (2) 26 76,044 100.0% 3,556 100.0% 21

Source: Exhibit 4.
(1) Excludes the San Ramon Valley Conference Center.

The findings indicate only a few hotels have large increments of meeting space suitable for
large corporate or personal events. The majority of market area hotels have a more modest
amount of meeting space, generally ranging from 16 to 19 square feet per room. Both the Tri-
Valley Convention & Visitors Bureau and the City of Pleasanton’s Economic Development
Director believe the Tri-Valley does not have enough large-scale meeting space in increments
suitable for large events. ALH Economics did not specifically conduct a market demand analysis
for meeting space, but the hotel inventory analysis suggests that the supply of large meeting
space is limited. However, the study findings indicate that hotels with large increments of
meeting space also have a large number of rooms. ALH Economics believes development of
hotels of this size, with approximately 300 or more rooms, can be riskier than development of
smaller scale hotels.
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V. HOTEL MARKET PROJECTIONS

PROJECTED HOTEL DEMAND AND OCCUPANCY

ALH Economics developed a hotel demand projection applicable to the existing supply based
upon projected economic growth for the Tri-Valley. The purpose of this projection was to
prepare an estimate of aggregate hotel occupancy rates under three scenarios: 1) the status
guo with no changes to the existing supply; 2) following the addition of identified planned Tri-
Valley hotels; and 3) following the addition of a prospective Alameda Fairgrounds hotel to the
Tri-Valley market. The premise is that if hotel occupancy drops below a level considered
unhealthy for the hospitality industry, then conditions could prevail suggesting new hotel
development might not be supported by the market.

Employment growth is seen as the driver of hotel demand given the high proportion of hotel
occupancy related to business travel. Accordingly, ALH Economics prepared a demand trend
based upon blended employment growth trends for the Tri-Valley. These trends are presented in
Exhibit 3, and summarized in Table 11, and reflect a 1.9% employment growth rate from 2015-
2020 and 0.6% growth rate from 2020 to 2030. These growth trends are based upon
Association of Bay Area Government’s employment projections, prepared in 2013.

Table 11. Tri-Valley Eroiected Employment Growth
Tri-Valley Location
Period Pleasanton Dublin Livermore San Ramon  Danville Total

Amount of Growth

2015-2020 4,530 4,170 4,270 4,030 1,160 18,160

2020-2025 1,270 1,520 1,310 1,380 410 5,890

2025-2030 1,300 1,650 1,380 1,430 400 6,160
Total 7,100 7,340 6,960 6,840 1,970 30,210
Compound Annual Growth Rate

2015-2020 1.5% 3.9% 1.9% 1.6% 1.5% 1.9%

2020-2025 0.4% 1.2% 0.6% 0.5% 0.5% 0.6%

2025-2030 0.4% 1.3% 0.6% 0.5% 0.5% 0.6%

Source: Exhibit 3.

These growth rates reflect substantial projected employment growth in all Tri-Valley locations,
with growth greatest in Dublin, with 7,340 jobs projected between 2015 and 2030, only slightly
eclipsing the growth projection of 7,100 jobs in Pleasanton over the same time period. Both
Livermore and San Ramon also have similarly high levels of projected growth, comprising
6,960 jobs in Livermore and 6,840 jobs in San Ramon. Given its much smaller size, the growth
project in Danville is much lower, at 1,970 jobs.
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While not directly factored into the hotel demand projection, population growth in the Tri-Valley
is also projected to be substantial between 2015 and 2030. Averaging a 0.9% growth rate each
year, the population growth pattern slightly deviates from the employment growth pattern, with
growth greatest in Dublin, at 13,500 people, compared to 11,200 in Livermore, 10,400 in
Pleasanton, 7,900 in San Ramon, and 3,400 in Danville. The amount of projected population
growth tends to increase with each five-year period, but the overall rate by city is generally
projected to be consistent, with the projections again prepared by the Association of Bay Area
Governments.

Table 12. Tri-Vqlley_Proiec’red Population Growth
Tri-Valley Location
Period Pleasanton Dublin Livermore San Ramon  Danville Total

Amount of Growth

2015-2020 3,300 4,200 3,600 2,400 800 14,300

2020-2025 3,400 4,500 3,700 2,600 900 15,100

2025-2030 3,700 4,800 3,900 2,900 1,700 17,000
Total 10,400 13,500 11,200 7,900 3,400 46,400
Compound Annual Growth Rate

2015-2020 0.9% 1.6% 0.8% 0.6% 0.4% 0.9%

2020-2025 0.9% 1.6% 0.8% 0.7% 0.4% 0.9%

2025-2030 0.9% 1.6% 0.8% 0.7% 0.4% 0.9%

Source: Exhibit 2.

ALH Economics prepared hotel demand projections to 2030, consistent with the timeframe of
the employment projections presented in Exhibit 3 and summarized in Table 11. The annual
growth rates for the 2015-2020 and 2020-2030 timeframes were applied to a 2017 adjusted
demand figure of nearly 1.4 million rooms to result in annual demand projections from 2017
through 2030. The resulting annual demand estimates are presented in Exhibit 11 and
summarized in Table 13. This assumes the annual supply remains static, with only demand
changing pursuant to the applied growth rates.
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Table 13. Historic and Projected Tri-
Valley Hotel Occupancy

Annual
Year (1) Occupancy

2012 72.5%
2013 75.5%
2014 75.6%
2015 79.3%
2016 78.3%
2017 75.6%
TT2018 T T T T T 76.4%
2019 77.9%
2020 79.4%
2021 79.8%
2022 80.3%
2023 80.7%
2024 81.2%
2025 81.7%
2026 82.2%
2027 82.6%
2028 83.1%
2029 83.6%
2030 84.1%

Sources: Exhibit 8 and Exhibit 11.
(1) Figures above the line are historic and
figures below the line are projected.

The projected annual estimated occupancy rates by year are also depicted in Exhibit 11 and
summarized in Table 13. As these figures indicate, absent any new additions to supply in the
Tri-Valley, hotel occupancy is projected to increase annually, resulting in very high levels relative
to industry standards. These levels are consistently projected to be over 75%, increasing to over
80% by 2022, and 84% by 2030. These levels are a strong indicator that the market would
benefit from the addition of new supply, to avoid periods of total booking for select hotels and
thus potential hotel guests seeking lodging in other, nearby markets.

PLANNED TRI-VALLEY HOTEL PROJECTS

While there has only been once Tri-Valley hotel developed since 2007, there are a number of
new hotel projects in the planning stage. Information on these projects is presented in Exhibit
12. The list includes 11 hotels, some of which are fairly well defined and others that are in the
more conceptual state. These hotels include 2 in Dublin, 6 in Livermore, up to 2 in Pleasanton,
and 1 in San Ramon.
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The planned hotels in Dublin include the following:

A 202-room Aloft Hotel, part of the Grafton Plaza mixed-use development at the
southeast corner of Grafton Drive and Dublin Boulevard. This hotel is under
construction and is anticipated to open in August 2018. Accordingly, this project
assumed to be added to the supply of hotel rooms in 2018.

A BART-owned parcel adjacent to the West Dublin BART Station has long been
envisioned as a hotel site. Discussions with a potential operator recently feel out, so no
development plans are currently in progress. Therefore, no information is currently
available about this project, including intended operator, number of rooms, or
development timeline.

In summary, the analysis assumes the addition of one new hotel in Dublin, with 202
rooms entering the market in 2018.

The Livermore hotels include the following:

Two hotels planned near the San Francisco Premium Outlets at the intersection of
Interstate 580 and El Charro Road. These include a Marriot Residence Inn with 112
rooms and a Hilton Homewood Suites with 104 rooms. This project is in for Plan check,
and grading/construction is anticipated to start in approximately April 2018. ALH
Economics assumes these hotels will enter the market in late 2018 or early 2019, and
thus are assumed to comprise new supply of 216 rooms in 2019.

Hyatt House and Hyatt Place are two additional hotels planed in Livermore, with a total
of 220 rooms, located at 1000 Airway Boulevard. These projects were approved by the
Livermore Planning Commission on March 6, 218, and the applicant is now able to
proceed to apply for building permits. These hotels will comprise redevelopment of an
existing Residence Inn, with 96 rooms. Thus, the two Hyatt projects will result in the net
increase of 124 hotel rooms in Livermore. These hotels are assumed to be added to the
local supply in 2019.

There is a proposed 116-room Staybridge Hotel on Armstrong Street, south of Kitty
Hawk Road in Livermore. The Planning application for this project is incomplete, with a
possible Planning Commission Hearing in Spring 2018. Since this proposal is not
further along in the Planning process, timing of potential development is indeterminant.
Therefore, the anticipated completion date of this project is deemed to be TBD.

A small boutique hotel is proposed at 5835 Southfront Road. Very litile is known yet
about this project, which may include 58 rooms. The owner of the property has
indicated to the City of Livermore that site clean up of existing trash is in progress. As
little is known about this potential project, its development timing is deemed to be TBD.

In total, there are a total of 340 hotel rooms in Livermore assumed to be added to the
supply in 2019. If project construction occurs at a different pace than assumed, some of
the units could instead by added to supply later, such as in 2020.
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The planned hotel(s) in Pleasanton includes the following:

e The City of Pleasanton has been working on gaining approval for the Johnson Drive
Economic Development Zone, located southeast of Johnson Drive and 1-580. This area
was the subject of a recently approved EIR, which included up to 337,037 square feet of
net additional retail space and two potential hotels with a total of 231 rooms. Planning
efforts for the hotels are in the early stages and are thus not currently well-defined.
Given the status of Planning efforts for these hotels, the earliest they could enter the
market is likely the 2019/2020 timeframe. However, since there are no formal plans at
this time, the timing of developed is assessed to be TBD.

e In summary, the analysis assumes the addition of no new hotel rooms in Pleasanton in
the near term.

The planned hotel in San Ramon includes the following:

e The City Center Mixed-Use Project — Phase 2, located at Bollinger Canyon Road and
Camino Ramon, includes a 169-room hotel. Entitlement of the project is vested with a
Development Agreement. However, no developer or operator is currently identified for
the hotel. Therefore, development timing of this hotel is assumed to be TBD.

¢ In summary, the analysis assumes the addition of no new hotel rooms in Pleasanton in
the near term.

As noted, some of the 11 planned hotels are under construction (Aloft Hotel) or well along in

their planning process. Others are less well defined. To summarize the potential development of
hotel rooms by year, ALH Economics prepared an annual summary, presented in Table 14.

Table 14. Summary of Hotel Pipeline, by Location, Number of Rooms, and Year Completed

Number of Year Rooms Completed
Number of Net New Year TDB
Location Hotels Rooms 2018 2019 2020 Rooms Project
Pleasanton 2 231 0 0 0 231  Johnson Drive EDZ
Dublin 2 202 + 202 0 0 NA  West Dublin BART Station
Livermore 6 514 + 0 340 0 116  Staybridge Hotel
58  Mission Boutique Hotel
San Ramon 1 169 0 0 0 169  City Center Project
Danville 0 0 0 0 0
Total 11 1,116 + 202 340 0 574 +

Source: Exhibit 12.

As Table 14 indicates, the projects with a defined number of rooms total 1,116 rooms. These
rooms are divided among 10 of the planned 11 hotels, only 5 of which have estimated
development timelines. As noted, 202 rooms are anticipated to be added in 2018, and another
340 in 2019. This leaves another 6 hotels potentially added to the market in the future, with ot
least 574 rooms, with one proposed hotel with an undisclosed number of rooms.

Alameda County Fair Hotel Market Study 26 ALH Urban & Regional Economics



MARKET PROJECTIONS WITH PLANNED HOTELS

Similar to the supply and demand analysis presented earlier absent any new hotel room
additions, ALH Economics prepared a future projection of hotel supply and demand and then
examined the occupancy impacts pursuant to the addition of the hotel rooms with identified
years completed. This analysis is presented in Exhibit 13 and summarized in Table 15.

While room counts were identified for some hotels, there are no projected timelines for these
hotel rooms. Thus, they are too speculative at this juncture to include in the analysis. The same
is true of the one additional hotel with no identified room counts.

Table 15. Historic and Projected Tri-Valley
Hotel Occupancy with Identified New

Projects
Year (1) Annual Occupancy
2012 72.5%
2013 75.5%
2014 75.6%
2015 79.3%
2016 78.3%
2017 75.6%
2018 T T T T T T 764%
2019 72.8%
2020 73.3%
2021 73.7%
2022 74.1%
2023 74.6%
2024 75.0%
2025 75.4%
2026 75.9%
2027 76.3%
2028 76.8%
2029 77.2%
2030 77.7%

Sources: Exhibits 8 and 13.
(1) Figures above the line are historic and
figures below the line are projected.

The near-term results of the supply and demand analysis after the addition of the identified
planned supply in 2018 through 2019 indicates that hotel occupancy is projected to increase to
76.4% in 2018, which is a modest increase from 75.6% in 2017. In 2019, the occupancy rate is
projected to decrease to 72.8%, after which time it is projected to modestly improve annually
thereafter. The hotel occupancy rate is projected to achieve a level of slightly less than 75% for
only about five years before again achieving or exceeding 75%. Thereafter, as demand is
projected to continue to increase, the hotel occupancy rate is projected to rise annually.
However, as new hotel units are added to the market, these projections will be subject to
change.
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As cited earlier, a hotel occupancy rate of 75% is generally considered an industry standard
occupancy rate, with occupancy rates about this level indicating a constrained market. Thus, the
analysis suggests that even with the addition of planned supply of new hotels with identified
room counts, the Tri-Valley market is projected to continue to be a strong market, with the

potential to experience constrained market conditions, even after the addition of the identified
new hotels.
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VI. FAIRGROUNDS HOTEL ANALYSIS AND RECOMMENDATIONS

SITE ANALYSIS AND SUITABILITY

ALH Economics believes the prospective Alameda County Fair hotel site is well located to serve
demand associated with events occurring at the Fairgrounds. The site is also well-located
relative to the sports complex at Bernal Community Park and is near some neighborhood and
community shopping opportunities. While lacking highway visibility, which is a disadvantage,
the site is also relatively accessible from Highway 680, a major regional transportation corridor,
as well as Bernal Avenue, which receives a lot of local area traffic as well. As noted on Exhibit 5,
there are other hotels in the market area lacking highway visibility, including Upscale hotels in
Pleasanton. Therefore, ALH Economics concludes that the site location is suitable for hotel
development.

PROSPECTIVE SIZE AND MARKET ORIENTATION

A hotel developer interested in developing the Fairgrounds hotel site would perform a complete
analysis of the prospective site and determine the optimal size and hotel classification to take
best advantage of the site size, orientation, and prevailing market dynamics. However, analysis
of the market suggests that a hotel with an Upper Midscale or Upscale hotel flag would be the
likeliest classification to achieve success at the Fairgrounds site. These two classifications
encompass a range of hotel brands that would likely appeal to a broad segment of the
consumer market. An Upper Midscale hotel comprises an essentially mid-market product, which
is one of the smallest segments in the market, thus potentially lacking in supply, while Upscale
hotels comprise the largest market segment, and thus comprise the most popular segment. The
analysis presented in Table 1 identified the average hotel room count by hotel classification.
The average count for the Tri-Valley’s Upper Midscale hotels is 111 rooms, and the average
count for the Upscale hotels is 142 rooms. Based upon these averages, therefore, ALH
Economics suggests an appropriate room count to analyze for a prospective Fairgrounds hotel
ranges from 115 to 150.

Most hotels in the Tri-Valley market, excluding Economy hotels, feature meeting space. As noted
in Table 9, this ranges from 17 or 19 square feet per hotel room for most hotels, increasing up
to 31 square feet per hotel for Upper Upscale hotels. At the 19 square feet average, this
suggests a 115-room hotel featuring around 2,200 square feet of meeting space and a 150-
room hotel featuring closer to 3,000 square feet of meeting space. If the Fairgrounds hotel
were to distinguish itself from other hotels in the market, with a relatively greater meeting
capacity, it conservatively should likely not exceed the 31 square feet average prevalent among
the Upper Upscale hotels. This would equate to about 3,600 square feet at a 115-room hotel
and 4,700 square feet at a 150-room hotel. These figures suggest the following:

e 115-room hotel, 2,200 to 3,600 square feet of meeting space
e 150-room hotel, 3,000 to 4,700 square feet of meeting space

These amounts of meeting space would allow for some group bookings and meetings to occur
at the Fairgrounds Hotel. This would complement the much greater event spaces available at
the Fairgrounds, which, if marketed in conjunction with the hotel, could functionally provide
some of the large meeting space some market observers indicate is lacking in the market. ALH
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Economics is reluctant to suggest that the Fairgrounds Hotel include the amount of meeting
space required to accommodate larger gatherings, e.g., more than 10,000 square feet,
especially as such large increments are typically accompany hotel room counts at or around
300 rooms.

MARKET PROJECTIONS SENSITIVITY ANALYSIS

ALH Economics prepared an annual supply and demand analysis for the Tri-Valley market
assuming the addition of two sizes of prospective Fairgrounds Hotel. This includes a 115-room
hotel and a 150-room hotel. The analysis was conducted as a sensitivity analysis, varying the
year each size hotel is added to the market place, ranging from 2020 to 2023. This analysis,
detailed in Exhibit 14, assumes the identified hotels in the planned supply analysis that are well
advanced in the planning process are also added to the market, such that the Fairgrounds
Hotel becomes an additional new planned hotel. For comparative purposes, Exhibit 14 also
includes the occupancy projections absent any new additions to supply, as well as the addition
of the planned hotels absent the Fairgrounds Hotel.

The resulting analysis in Exhibit 14 presents annual occupancy rate projections. Years during
which average occupancy is projected to dip below 75% are highlighted in light gray. This same
highlighting is replicated in Table 16, which presents a summary of the findings. Generally
speaking, the Low values in Table 16 reflect the occupancy projections when the Fairgrounds
hotel is added to the market in 2020. The High values reflect the occupancy projections with the
Fairgrounds hotel is added in 2023.

Table 16. Projected Market Performance with Fairgrounds Hotel

Projected Annual Occupancy Rate Range (1)

115-Room Hotel 150-Room Hotel
Year Low High Low High
2019 73% 73% 73% 73%
2020 72% 73% 71% 73%
2021 72% 74% 72% 74%
2022 73% 74% 72% 74%
2023 73% 73% 72% 72%
2024 73% 73% 73% 73%
2025 74% 74% 73% 73%
2026 74% 74% 74% 74%
2027 75% 75% 74% 74%
2028 75% 75% 75% 75%
2029 76% 76% 75% 75%
2030 76% 76% 76% 76%

Source: Exhibit 14.
(1) The Low value reflects occupancy rates when the Fairgrounds

hotel is added to the market in 2020, and the High value reflects
rates with the hotel is added in 2023. All figures assume the
planned Tri-Valley hotels with identified room counts and estimated
delivery dates are added to the supply. Shaded figures correspond
with occupancy < 75%.
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As the findings in Exhibit 14 and Table 16 indicate, given the other planned hotels with
identified room counts advanced in the planning process, the cumulative addition of a
Fairgrounds Hotel is projected to contribute to a drop in the occupancy rate to below the
industry standard 75% in years 2020 through 2026 for the 115-room hotel scenario and in
years 2020 through 2027 for the 150-room hotel scenario. However, the drops in occupancy
are only nominally below 75%, with the lowest level projected at 72% for the 115-room hotel
scenario in 2020 and 2021 and a low of 71% projected for the 150-room hotel scenario in
2020, then staying at 72% through 2023. Both these lows generally correspond with
intfroduction of the Fairgrounds Hotel in 2020, which matches the timeframe by which most of
the planned hotels advanced in the planning process are assumed to enter the market, creating
an influx of new market area hotel rooms. Considering this is generally the level the market
achieved in 2012, with even lower occupancy rates prior to that year, the market appears to be
able to operate at a slightly lower than 75% occupancy rate level. Thus, ALH Economics believes
that the addition of a hotel at the Fairgrounds would not represent a significant negative impact
on the market.

FAIRGROUNDS HOTEL CONCLUSION

In conclusion, ALH Economics believes the Alameda County Fair prospective hotel site could be
suitable for hotel development. Conservatively, the site is likely best suited for an Upper Upscale
hotel with approximately 150 rooms and up to 4,700 square feet of meeting space. Market
dynamics, especially with regard to other planned supply, suggest development of such a hotel
in the 2020 to 2023 timeframe could be market appropriate. Existing hotel occupancy will
decline after the introduction of the Fairgrounds hotel, but pursuant to the Tri-Valley’'s
anticipated demographic and employment growth this decline is projected to be modest, and
within the market’s historic levels of tolerance. This conclusion is based upon the available
information of the planned supply of new market area hotels.
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ASSUMPTIONS AND GENERAL LIMITING CONDITIONS

ALH Urban & Regional Economics has made extensive efforts to confirm the accuracy and
timeliness of the information contained in this study. Such information was compiled from a
variety of sources, including interviews with government officials, review of City and County
documents, and other third parties deemed to be reliable. Although ALH Urban & Regional
Economics believes all information in this study is correct, it does not warrant the accuracy of
such information and assumes no responsibility for inaccuracies in the information by third
parties. We have no responsibility to update this report for events and circumstances occurring
ofter the date of this report. Further, no guarantee is made as to the possible effect on
development of present or future federal, state or local legislation, including any regarding
environmental or ecological matters.

The accompanying projections and analyses are based on estimates and assumptions
developed in connection with the study. In turn, these assumptions, and their relation to the
projections, were developed using currently available economic data and other relevant
information. It is the nature of forecasting, however, that some assumptions may not
materialize, and unanticipated events and circumstances may occur. Therefore, actual results
achieved during the projection period will likely vary from the projections, and some of the
variations may be material to the conclusions of the analysis.

Contractual obligations do not include access to or ownership transfer of any electronic data

processing files, programs or models completed directly for or as by-products of this research
effort, unless explicitly so agreed as part of the contract.
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Exhibit 6

Historic Hotel Market Performance Indicators
Tri-Valley

2012 - January 2018

Occupancy (%)

Total
Year Jan. Feb. March April May June July August Sept. Oct. Nov. Dec. Year
2012 60.3 66.1 65.7 66.0 72.4 81.1 79.2 83.7 79.7 83.4 70.3 62.2 72.5
2013 64.2 72.5 71.4 75.2 77.8 83.6 81.9 84.5 80.7 80.0 71.4 62.8 75.5
2014 63.3 73.1 71.7 75.6 78.8 82.9 84.2 84.6 78.0 81.1 70.4 63.8 75.6
2015 66.7 76.4 76.2 78.5 80.4 88.6 86.6 88.5 85.0 84.2 74.5 66.8 79.3
2016 69.8 78.0 76.6 78.1 814 87.8 83.3 86.1 81.7 82.3 72.4 62.2 78.3
2017 65.5 73.4 75.0 72.6 76.5 83.5 80.6 83.3 81.7 81.6 71.3 61.5 75.6
2018 65.2
Avg 65.0 73.2 72.7 74.3 77.9 84.5 82.6 85.1 81.1 82.1 71.7 63.2 76.1

Total
Year Jan. Feb. March April May June July August Sept. Oct. Nov. Dec. Year
2012  $96.11 $97.48 $97.20 $96.66 $96.81 $95.57 $96.50 $99.55 $96.50 $99.44 $97.02 $96.90 $96.90
2013 $101.29 $102.65 $100.65 $104.64 $103.98 $104.30 $107.45 $108.95 $108.53 $108.49 $105.04 $102.32  $105.07
2014 $112.97 $114.73 $113.96 $113.10 $111.30 $116.43 $120.09 $121.02 $122.79 $123.23 $116.12 $111.15 $116.67
2015 $126.42 $128.70 $128.83 $129.48 $126.45 $135.42 $137.40 $142.96 $143.31 $144.08 $132.93 $122.73 $133.68
2016 $142.31 $149.14 $144.08 $142.29 $144.14 $152.33 $149.23 $156.02 $149.07 $154.44 $141.98 $127.22  $146.59
2017 $148.67 $151.77 $153.64 $151.34 $153.73 $154.69 $153.64 $160.30 $155.61 $160.54 $152.96 $137.37  $153.32
2018  $157.87
Avg  $127.05 $124.64 $123.85 $123.35 $123.11 $126.87 $127.56 $131.53 $129.53 $131.68 $124.48 $11555 $125.68

Total
Year Jan. Feb. March April May June July August Sept. Oct. Nov. Dec. Year
2012  $57.94 $64.45 $63.82 $63.83 $70.05 $77.47 $76.43 $83.29 $76.92 $82.97 $68.17 $57.67 $70.28
2013  $65.04 $74.40 $71.85 $78.73 $80.94 $87.18 $88.00 $92.09 $87.64 $86.78 $74.96 $64.27 $79.33
2014  $71.56 $83.91 $81.71 $85.53 $87.69 $96.50 $101.06 $102.44  $95.83 $99.88 $81.79 $70.95 $88.25
2015 $84.36 $98.27 $98.18 $101.66 $101.70 $120.03 $118.95 $126.47 $121.87 $121.25 $98.97 $81.96 $106.03
2016  $99.39  $116.27 $110.39 $111.19 $117.29 $133.70 $124.30 $134.28 $121.82 $127.12 $102.76  $79.07 $114.79
2017  $97.41  $111.45 $115.21 $109.80 $117.58 $129.12 $123.87 $133.54 $127.08 $131.03 $109.08 $84.50 $115.86
2018  $102.95
Avg $82.57 $91.26 $90.10 $91.71 $95.87 $107.26 $105.36 $111.91 $105.09 $108.08  $89.23 $73.02 $95.68

continued on the next page



Exhibit 6 continued

Historic Hotel Market Performance
Tri-Valley

2012 - January 2018

Total
Year Jan. Feb. March April May June July August Sept. Oct. Nov. Dec. Year
2012 151,590 136,920 151,590 146,700 151,590 146,700 151,590 151,590 146,700 151,590 146,700 151,590 1,784,850
2013 151,590 136,920 151,590 146,700 151,590 146,700 151,590 151,590 146,700 151,590 146,700 151,590 1,784,850
2014 151,590 136,920 151,590 146,700 151,497 146,610 151,497 151,497 146,610 151,497 146,610 151,497 1,784,115
2015 151,497 136,836 151,497 146,610 151,497 142,860 147,622 145,762 141,060 145,762 141,060 145,762 1,747,825
2016 145,762 131,656 149,637 144,840 149,668 144,840 149,668 149,668 144,840 149,668 144,840 149,668 1,754,755
2017 149,668 135,184 149,668 144,840 153,016 148,080 153,016 153,016 148,080 153,016 148,080 153,140 1,788,804
2018 153,140
Avg 150,691 135,739 150,929 146,065 151,476 145965 150,831 150,521 145,665 150,521 145,665 150,541 1,774,200

Year Jan. Feb. March April May June July August Sept. Oct. Nov. Dec. Year
2012 91,381 90,528 99,532 96,870 109,689 118,912 120,065 126,829 116,934 126,479 103,071 94,289 1,294,579
2013 97,343 99,244 108,218 110,372 118,001 122,625 124,147 128,127 118,459 121,244 104,694 95,225 1,347,699
2014 96,027 100,138 108,697 110,949 119,359 121,507 127,494 128,239 114,424 122,800 103,263 96,704 1,349,601
2015 101,093 104,480 115456 115,110 121,852 126,622 127,799 128,956 119,963 122,665 105,027 97,342 1,386,365
2016 101,798 102,641 114,645 113,184 121,794 127,125 124,656 128,818 118,366 123,195 104,838 93,022 1,374,082
2017 98,065 99,275 112,235 105,086 117,034 123,608 123,371 127,480 120,930 124,889 105,597 94,200 1,351,770
2018 99,866

Avg 97,939 99,384 109,797 108,595 117,955 123,400 124,589 128,075 118,179 123,545 104,415 95,130 1,350,683

Revenue ($) - in Millions

Total
Year Jan. Feb. March April May June July August Sept. Oct. Nov. Dec. Year
2012 $8.8 $8.8 $9.7 $9.4 $10.6 $11.4 $11.6 $12.6 $11.3 $12.6 $10.0 $8.7 $125.4

2013 $9.9 $10.2 $10.9 $11.5 $12.3 $12.8 $13.3 $14.0 $12.9 $13.2 $11.0 $9.7 $141.6
2014 $10.8 $11.5 $12.4 $12.5 $13.3 $14.1 $15.3 $15.5 $14.1 $15.1 $12.0 $10.7 $157.5
2015 $12.8 $13.4 $14.9 $14.9 $15.4 $17.1 $17.6 $18.4 $17.2 $17.7 $14.0 $11.9 $185.3
2016 $14.5 $15.3 $16.5 $16.1 $17.6 $19.4 $18.6 $20.1 $17.6 $19.0 $14.9 $11.8 $201.4
2017 $14.6 $15.1 $17.2 $15.9 $18.0 $19.1 $19.0 $20.4 $18.8 $20.0 $16.2 $12.9 $207.3
2018 $15.8

Avg $12.4 $12.4 $13.6 $13.4 $14.5 $15.7 $15.9 $16.8 $15.3 $16.3 $13.0 $11.0 $169.8

Source: Smith Travel Research, Hotel Trend Report, California Cities (Tri-Valley), January 2012 Through January 2018; and ALH Urban & Regional Economic



Exhibit 7

Day of Week Analysis
Average Daily Room Rate
Tri-Valley Hotels

February 2017 - January 2018

Day of the Week Monthly
Month/Year Sun Mon Tue Wed Thu Fri Sat Average
Feb - 17 $130.58 $168.04 $182.59 $183.07 $144.73 $113.04 $111.49 $151.77
Mar - 17 $139.94 $173.66 $184.76 $182.04 $144.95 $116.25 $114.87 $153.64
Apr - 17 $138.15 $173.70 $183.28 $179.18 $144.62 $115.66 $115.22 $151.34
May - 17 $130.03 $169.72 $182.92 $179.84 $143.69 $117.53 $118.38 $153.73
Jun - 17 $136.58 $175.97 $189.87 $186.15 $144.03 $120.51 $121.37 $154.69
Jul - 17 $136.02 $168.70 $184.13 $180.19 $148.17 $129.77 $128.46 $153.64
Aug - 17 $140.05 $174.28 $187.03 $183.94 $149.75 $132.46 $133.29 $160.30
Sep - 17 $138.25 $174.56 $188.35 $184.83 $149.95 $127.64 $128.60 $155.61
Oct - 17 $137.82 $176.78 $191.70 $191.59 $151.07 $125.90 $125.41 $160.54
Nov - 17 $132.44 $173.82 $187.52 $183.56 $139.51 $115.08 $113.56 $152.96
Dec - 17 $119.42 $158.03 $171.37 $167.70 $127.63 $106.55 $105.78 $137.37
Jan - 18 $136.38 $177.29 $189.12 $183.13 $138.98 $111.31 $108.92 $157.87
Total Year $134.70 $172.25 $185.63 $182.46 $144.49 $120.17 $120.00 $153.99

Source: Smith Travel Research, Hotel Trend Report, California Cities (Tri-Valley), January 2012 Through January

2018.



Exhibit 8

Supply and Demand Trends
Tri-Valley Hotels (1)

2012 through January 2018

Average No. of Annual Supply (3) Annual Demand (4) Annual
Year Rooms (2) Amount % Change Amount % Change  Occupancy (5)
2012 4,890 1,784,850 -- 1,294,579 -- 72.5%
2013 4,890 1,784,850 0% 1,347,699 4% 75.5%
2014 4,888 1,784,115 0% 1,349,601 0% 75.6%
2015 4,789 1,747,825 -2% 1,386,365 3% 79.3%
2016 4,807 1,754,755 (8) 0% 1,374,082 -1% 78.3%
2017 4,900 1,788,804 2% 1,351,770 -2% 75.6%
2018 4,940 NA NA NA NA NA

Source: Smith Travel Research, Hotel Trend Report, California Cities (Tri-Valley), January 2012 Through
January 2018; and ALH Urban & Regional Economics.

(1) Includes most of the existing hotels listed in Exhibit 4, as well as select other hotels.

(2) Comprises the average number of rooms throughout the calendar year.

(3) Annual supply is equal to the summation of the number of rooms available per month times the number
of days in the period. See Exhibit 6.

(4) Annual demand is reported by Smith Travel Research. See Exhibit 6 .

(5) Annual occupancy comprises annual demand divided by annual supply.



Exhibit 9

Comparative Occupancy and Average Daily Room Rate Trends
Weekday, Weekend, Total Week

Select Bay Area Hotel Markets

2017
Occupancy (Percent) Average Daily Room Rate

Market Weekday Weekend Total Weekday Weekend Total
Tri-Valley (1) 77.0 72.9 75.8 $168.04 $120.84 $155.11
Fremont 81.1 74.4 79.2 $153.18 $111.43 $142.01
Napa 67.5 80.3 71.1 $200.66 $270.48 $223.12
Oakland NE 78.9 80.8 79.5 $150.91 $128.82 $144.51
Oakland-Berkeley 78.4 78.9 78.5 $161.28 $140.16 $155.23
San Mateo County 83.0 79.3 82.0 $204.93 $156.16 $191.48
Santa Clara 79.8 69.7 76.9 $206.13 $136.77 $188.22
Santa Rosa 75.9 84.7 78.4 $142.55 $193.82 $158.33
Stockton 70.5 76.4 72.2 $93.85 $95.62 $94.38
Temecula 74.4 88.5 78.5 $97.55 $179.36 $123.85
Concord/Walnut Creek 78.4 79.8 78.8 $143.63 $119.60 $136.69
San Ramon 74.8 69.8 73.4 $178.18 $122.20 $163.02

Sources: Tri-Valley Visitor's and Convention Bureau; and Smith Travel Research, Tri-Valley CVB, For the Month of December
2017.

(1) Excludes San Ramon.















Exhibit 14
Projected Tri-Valley Hotel Performance
Existing and Projected Hotels, with Fairgrounds Hotel Sensitivity Analysis (1) (2)

2019 - 2030
Occupancy Projections with Fairgrounds Hotel Addition (5)
Sensitivity Analysis by Number of Rooms Added by Year
New In Addition to Other Identified Planned Hotels
No New Identified 115 Rooms Added by Year 150 Rooms Added by Year
Year Supply (3) Hotels (4) 2020 2021 2022 2023 2020 2021 2022 2023
2019 78% 73% 73% 73% 73% 73% 73% 73% 73% 73%
2020 79% 73% 72% 73% 73% 73% 71% 73% 73% 73%
2021 80% 74% 72% 2% 74% 74% 2% 72% 74% 74%
2022 80% 74% 73% 73% 73% 74% 2% 72% 2% 74%
2023 81% 75% 73% 73% 73% 73% 2% 72% 72% 72%
2024 81% 75% 73% 73% 73% 73% 73% 73% 73% 73%
2025 82% 75% 74% 74% 74% 74% 73% 73% 73% 73%
2026 82% 76% 74% 74% 74% 74% 74% 74% 74% 74%
2027 83% 76% 75% 75% 75% 75% 74% 74% 74% 74%
2028 83% 7% 75% 75% 75% 75% 75% 75% 75% 75%
2029 84% 77% 76% 76% 76% 76% 75% 75% 75% 75%
2030 84% 78% 76% 76% 76% 76% 76% 76% 76% 76%

Source: ALH Urban & Regional Economics.

(1) The purpose of this analysis is to project future hotel occupancy rates pursuant to the addition of a Fairgrounds hotel at various points in time, with
two potential room counts. The room counts of 115 and 150 are based upon averages in the Tri-Valley market for the Upper Miscale and Upscale hotel
classifications.

(2) Years where occupancy is projected to dip below 75% (rounded) are shaded light gray. Notably, projected occupancy during these years never dips
down below 71%,

(3) See Exhibit 11. Includes projected occupancy rates over time in the absence of any new hotels added to the Tri-Valley hotel market.

(4) See Exhibit 13. Includes projected occupancy rates over time inclusive of the planned Tri-Valley hotel supply with anticipated opening dates.

(5) The cited occupancy rates are pursuant to the hotel size addition in each of the cited years. For example, The rates in the 115 Rooms Added, 2020
column pertain to the projected occupancy rates by year assuming a 115-room Fairgrounds hotel is added in 2020. All of the Fairgrounds hotel
projections are additive to the projections assuming the new identified hotels are added to supply in accordance with the projections in Exhibit 13.
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