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hilezcletphia, PA 19103

July 19, 1999

Mr. Thomas T. Baldrige

Executive Director

The Lancaster Campaign

100 North Queen Street

PO Box 1764

Lancaster, Pennsylvania 17608-1764

Dear Mr. Baldrige:

The accompanying report, containing the market study, cash flow estimates and economic impact analysis for a proposed hotel and
conference/convention center (the “Project”) to be located in downtown Lancaster, Pennsylvania, has been prepared pursuant to the
cngagement letter dated February 22, 1999.

The scope of our work, described in the attached report, includes a physical inspection of the Site; an analysis of local and regional
economic and demographic information; discussions with local arca and regional hotel/conference center operators; discussions with
regional convention center operators; gathering and compiling data from national convention industry research firms u‘nd publications; and
discussions with representatives of national hotel and conference center management companics. Also, the scope included discussions
with various local and county officials, potential local and regional sources of demand, an analysis of the defined competitive and
comparable properties, and an analysis of demand for these facilities in the defined competitive area.

The analyses are based on estimates, assumptions and other information developed from our rescarch of the market, knowledge of the
industry, and information obtained about the Project. The sources of information and bases of the estimates and assumptions are stated
herein. While we believe that the sources of information are reasonably reliable, Ernst & Young LLP has not, as part ol its scope of work,
performed an audit or review of any of the financial information used and, therefore, does not express an opinton or any other fonﬂn of
assurance on the accuracy of such information.



Mr. Thomas T. Baldrige
July 19, 1999
Page 2

The financial analyses contained in this report are not considered to be a “financial forecast” or a “financial projection” as tecl.mic‘all%f,
defined by the American Institute of Certified Public Accountants (“AICPA”). The use of the words “forecast,” “project” or “pro‘]ectlo.n

used alone within this report relates to broad expectations of future cvents or market conditions and the quantification of the po'tcnlml
results of operations under those conditions. Since the analyses are based on estimates and assumptions that are inhcrently subjec?t to
uncertainty and variation depending on evolving events, we do not represent them as results that will be achieved. Some assumptions
inevitably will not materialize, and unanticipated events and circumstances may occur; therefore, the actual results achieved may vary

materially from the estimates.

This report does not constitute an appraisal under Uniform Standards ol Professional Appraisal Practice (“USPAP™) guidelines or an audit
or review of a compilation of historical information or offering memorandum under AICPA standards.

In accordance with our engagement letter, we did not ascertain the legal, engincering and regulatory requircments applicable to the
Project, including zoning and other state and local government regulations, permits and licenses. Further, no effort has been made to
determine the possible effect on the Project of present or future federal, state or local legislation, including any environmental or
ecological matters, compliance with the Americans with Disabilities Act (“ADA”) or interpretations thereol. With respect to the 1.111\1'kct
demand analysis, the cash flow estimates, and the economic impact analysis, our work did not include an analysis of the potential impact
of any sharp rise or decline in local or gencral economic conditions.

g

The terms of our engagement did not provide for reporting on events and transactions that occurred subsequent to the date of completion
of our fieldwork.

Our report and financial analyses were prepared solely for internal use by the Lancaster Campaign and IHigh Associates. Neither the
report nor its contents may be referred to or quoted in any registration statement, prospectus, loan or other agreement or document.

Sincerely,

é/wvt v Wo LLP
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Executive Summary

> The Lancaster Campaign engaged Ernst & Young (“E&Y™) to gather data and conduct local and regional market analyses lo.r a
proposed hotel conference/convention center complex; to provide an understanding of the underlying demand for .allelnallve
configurations of the proposed Project; and to identify preliminary facilities profiles for further consideration and analysis.

> Additional phases of this engagement included cash flow analysis, financial structuring of the selected Scenario, and economic
impact and elasticity analyses.

> This report outlines E&Y’s findings regarding the market support for a hotel and conference/convention center, recommendej
facilities scenarios for further consideration and amenities for each Scenario, based on current available market data an
information; cash flow estimates for the Project; and an economic impact analysis for the Project.

Market Analysis

> In estimating levels of performance for each Scenario, analyses of demand, supply, and macro industry trends were conducted; this
included:

0 Identifying local and regional competitive supply and comparable convention centers throughout the castern United States.
0 - Identifying and interviewing sources of demand.
0 ldentifying and characterizing samples of potential users of convention facilities in Pennsylvania and neighboring slates.

0 Interviewing and gathering relevant data from various government entities in Pennsylvania, and national research firms and
publications.

0 Analyzing the Project relative to its defined competition with respect to factors critical to the success of a project of this type.

> Inherent in the estimates arc the assumptions that the proposed Project will be competently and cfficiently managed; be affiliated

with a nationally recognized hotel chain or conference/convention center operator; will benefit from product developm'cnl andra
major marketing cffort to promote and improve the image of Lancaster as a destination for tourism/conventions; and will benelit
from implementation of the economic development strategy to increase investment in improving the downtown arca.

2 Elf ERNST & YOUNG LLP
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Executive Summary

> E&Y has analyzed the potential market support for the following four Scenarios:
0 Scenario I — An upscale, full-service, chain-affiliated Hotel with 169 guest rooms and 13,200 square feet of meeting space.

0 Scenario IT — An upscale, full-service, chain-affiliated Hotel with 281 guest rooms and an attached, newly constructed 31,000-
square-foot Conference Center.

0 Scenario IIT — An upscale, full-service Hotel with 393 guest rooms and an attached, newly constructed 61,000-square-foot
Conference/Convention Center, consisting of the 31,000 square feet of space recommended in Scenario Il and a 30,000-square
foot exhibition space as proposed by Ehrenkrantz Eckstut & Kuhn Architects (“EEK”).

0 Scenario IV — An upscale, full-service Hotel with 281 guest rooms and a newly constructed 61,000-square-foot Convention
Center as described in Scenario I11.

> With respect to Scenario I, interviews with representatives of the primary competitive supply as well as local sources of demand
(primarily corporate) indicate that there is a potential market in Lancaster for an upscale, chain-affiliated Hotel.

0  Primary research indicates that a limited segment of demand for accommodations in Lancaster is not price-sensitive and 18
- willing to pay higher rates for better-quality facilities.

0 The exhibited seasonality and rate-sensitivity of the majority of the demand for lodging accommodations' in Lai]caslcr,
indicates that the size of the Hotel should be kept to a minimum, in this case the 169 rooms proposed by the architects, EEK.

> With respect to Scenario II, a broader, more regional demand base was identified and quantified based on ntervicws with
potential demand sources and competitive conference centers throughout the region.

0 Assuming the property will be vigorously marketed throughout the region by a nationally recognized management company,
the Hotel and Conference Center could not only attract local demand sources, but also large-volume, overnight mectings,
conferences and conventions from surrounding areas such as Harrisburg, Philadelphia, Reading, and Baltimore.

3 El] ERNST & YOUNG LLP
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Executive Summary

> Scenario HI assumes the maximum number of rooms (according to the parameters specificd by EEK), based on the anticipated
average guest room requirement per night for trade/consumer shows utilizing the exhibit hall.

0 The addition of the 30,000-square-foot exhibit hall could result in significantly increased attendance levels for t.he facility
based on the additional capture of large overnight trade/consumer shows and incremental day mectings/banquets business.

0 Typically, trade/consumer shows gencrate limited requirements for overnight accommodations relative to attendance levels,
and prefer to house guests generated by the show within walking distance of the venue.

0 Although the existence of the attached 393-room hotel would provide optimal marketability of the exhibit hall to regional event
planners, the limited frequency and room requirements of the trade/consumer shows would result in prolonged periods of low
occupancy for the attached Hotel. This is duc to an oversupply of guest rooms relative to demand levels during non-show
periods.

> Scenario IV assumes 281 rooms for the Hotel to support the 61,000-square-foot Conference/Convention Center; the estimates 9[
performance levels for this Scenario assume that overnight event demand that cannot be accommodated by the Hotel due (o its
decrease in size from Scenario I11, would be accommodated by the other hotels within the arca.

0 - Unaccommodated guest room demand for the attached Hotel generated by large events is anticipated to be absorbed by
surrounding hotels; it is assumed that surrounding hotels that benefit from this demand will provide complimentary
transportation to and from the venue; and that this complimentary transportation will be included in the strategy to market the
venue to event planners.

0 In this Scenario, the Hotel is estimated to achieve a premium in occupancy rate over Scenarios 11 and 111 due to an increasc 1n
demand for guest rooms based on the addition of the exhibit hall.

4 El| ERNST & YOUNG LLP
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Executive Summary

> The following factors can be compared and analyzed in order to rank the above Scenarios, based on the market analysis:
0 Estimated attendance levels generated by meetings, banquets, conferences, conventions, and consumer/trade shows
0 RevPAR for the Hotel (Rooms Revenue per Available Room = occupancy rate x average daily room rate)
0 Occupied room nights captured by the Hotel
0 Rooms revenue generated by the Hotel

0 Associated revenues generated by the Conference/Convention Center including Complete Meeting Package (“CMP”) revenue,
space rental revenue, and day group revenue.

> Analyzed within the context of Lancaster Campaign’s overall goals and objectives, the above factors indicate that Scenario IV is
the most appropriate of the development Scenarios to investigate further, based on the market information gathered to date. lt.lS
important to note that this docs not take into account the estimated costs associated with the development of each Scenario,
the financial feasibility or the anticipated returns.

5 El] ERNST & YOUNG LLP
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Executive Summary

> The following charts present a preliminary comparison of estimated performance levels (occupancy, ADR, RevPAR and OCCUPICd
room nights) and revenues (room revenue, CMP revenue, day group revenue, and exhibit hall rental revenue) for each of the
development Scenarios:

Scenario Comparison

Scenario 1
169-Room Full-Service Hotel

Estimated Rooms CMP* Day
Annual Occupicd | Revenue | Revenue Group
Year Occupancy ADR RevPAR Room Nights (000’s) (000’s) Revenue

2001 59.4% $113.75 $67.56 36,641 $4,167 - $186,580
2002 66.3% $124.36 £82.42 40,897 $5,086 - $206,910
2003 73.1% $129.11 $94.39 45,001 $5,822 - $227,672
2004 73.1% $133.67 $97.71 45,091 $6,027 - $235,641
2005 73.1% $138.37 | $101.15 45,091 $6,239 - $243,888

* CMP Revenue less rooms allocation; all revenue inflated by 3.5% annually; ADR discounted by 5% in initial year to reflect discounting policics to
enhance competitive position; Day Group Revenue reflects utilization of the conference/mecting space without overnight lodging requirements.

6 El ERNST & YOUNG LLP
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Executive Summary

Scenario 11

281-Room Conference Center

LEstimated Rooms CMP* Day
Annual Occupied | Revenuc | Revenue Group
Year Occupancy ADR RevPAR Room Nights (000’s) (000’s) Revenue
2001 55% $109.22 $60.07 56,411 $6,101 $4,228 $317,470
2002 61% $118.99 $£72.58 62,565 $7,445 $5,106 $356,251
2003 69% $123.15 $84.97 70,770 $8,715 $5,967 $392,961
2004 69% $127.46 $87.95 70,770 $9,020 $6,209 $406,714
2005 69% $131.92 $91.02 70,770 $9.,330 $£6,461 $420,949

* CMP Revenue less rooms allocation; all revenue inflated by 3.5% annually: ADR discounted by 3% in inilial year to reflect discounting policies to
cnhance competitive position; Day Group Revenue reflects utilization of the conference/meeting space without overnight lodging requirements.

Scenario 111

393-Room Convention Center

Estimated Rooms CMP* Day Exhibit
Annual Occupied | Revenue | Revenue | Group Hall Rental
Year | Occupancy ADR RevPAR Room Nights (000’s) (000’s) | Revenue | Revenue
2001 42% $107.07 $45.19 60,247 $6,482 $4,228 | $405,238 $372,530
2002 49% $116.65 $57.59 70,288 $8,261 $5,106 | $447,091 $771,197
2003 58% $120.73 $69.98 83,198 $10.039 $5,967 | $493,677 | $1,197,189
2004 58% $124.96 $72.43 83,198 $10,390 $6,209 | $510,955 | $1,239,091
2005 58% $129.33 $74.97 83,198 $10.754 $6.461 $528,839 | $1,282,456
* CMP Revenue less rooms allocation; all revenue inflated by 3.5% annually: ADR discounted by 5% in initial year to reflect discounting policies to enhance
competitive position; Day Group Revenue reflects utilization of the conference/meeting space without overnight lodging requirements.
7 Zl| ERNST & YOUNG LLP
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Executive Summary

" Scenario IV

281-Room Convention Center

Estimated Rooms CMP* Day Exhibit
Annual Occupied | Revenue | Revenue Group | Hall Rental

Year Occupancy | ADR | RevPAR Room Nights (000°s) (000’s) | Revenue | Revenue
2001 57% $107.84 | %61.64 58,624 $6,322 $4.228 | $405,238 | $278,698
2002 65% $117.48 | $76.74 66,991 $7,870 $5.106 | $447,091 | $578,351
2003 72% $121.60 | $91.77 74,332 $9,039 $5.603 | $493,677 | $897,890
2004 72% $125.85 $94.98 74,332 $9,355 $5.832 | $510,955 | $929,317
2005 72% $130.26 | $98.31 74,332 $9.,682 $6,071 | $528,839 | $961,842

CMP Revenue less rooms allocation: all revenue inflated by 3.5% annually: ADR discounted by 5% in initial ycar 1o reflect discounting policies to cnhance

competitive position; Day Group Revenue reflects utilization of the conference/mecting space without overnight lodging requirements.

Source: Ernst & Young LLP

8 Zl FRNST & YOUNG LLP
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Executive Summary

Cash Flow Estimates

> Industry statistics from comparable lodging and conference/convention center facilities, the Project’s anticipated facilities, and the
performance and revenue estimates presented in the previous market analysis component, provide the basis for income and
expense estimates incorporated into the five-year cash flow estimates for the Proposed Hotel and Conference/Convention Center.

281-Room Proposed Hotel

> 1997 data from the Smith Travel Research Host Report provided comparable income and expense estimates for properties based
on rate positioning, market orientation, facilities, location, and size of property. The Host Report is a compilation of financial data
from contributing hotels. Operating statements from E&Y’s internal database for similar upscale, chain-affiliated lodging facilities
located in Pennsylvania and New Jersey were also obtained and analyzed (1998 data).

> Specific revenue and expense estimates are explained in detail cash flow estimates aid analysis section of this report. In terms of
Gross Operating Profit, the Hotel’s estimated stabilized ratio of 33.0 percent falls within the range of comparablc operating data
(27.5 to 43.5 percent, with the Host compilation at 30.1 percent). The Hotel’s estimated stabilized Net Operating Income (“NOI™)
before debt service, income taxes, depreciation and amortization of 23.5 percent is also within the range of comparable operating
data (15.2 to 37.7 percent, with the Host compilation at 24.5 percent).

> The following table presents cstimated NOI (in inflated dollars) by total dollar amount and on a ratio basis, for the period under

analysis:
Year NOI Amount Ratio
2001 $2,121,000 15.9%
2002 $3,455,000 21.4%
2003 $4,383,000 23.5%
2004 $4,536,000 23.5%
2005 $4,695,000 23.5%
9 Elf FERNST & YOUNG LLP
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Executive Summary

61,000-Square-Foot Conference/Convention Center

> Operating statements for similarly sized convention and conference centers were obtained and analyzed. Additionally, historical
expense ratios for conference centers operated by nationally recognized conference center management companics, and compiled
and presented in the International Association of Conference Centers’ (“IACC™) Trends publication, were utilized in this analysis.

> Specific revenue and expense estimates are explained in detail in the cash flow estimates and analysis section of this report. The
Conference/Convention Center’s estimated stabilized Net Operating Deficit before debt service, income axes, depreciation and
amortization of -$8.77 per square foot in 1998 dollars is within the range of comparable operating data (-$7.73 to -$26.64 per
square foot, with the average at -$14.37 per square foot). This estimated Net Operating Deficit is below the average and at the
lower end of the comparable properties based primarily on higher gross revenucs estimated for the Conference/Convention Center
(due primarily to the capture of conference scrvices revenue).

> The above estimated deficit on a square foot basis results in the following deficits in inflated dollars throughout the period under

analysis:
Year NOI Amount Ratio
2001 $(1,301,192) -56%
2002 $ (950,347) -32%
2003 $ (634,779) -18%
2004 $ (656,996) -18%
2005 $ (679,992) -18%
10 Sl FRNST & YOUNG LLP
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Executive Summary

> [t is important to ngte that publicly owned convention centers typically opcrate at a deficit (as seen in the comparable operating
data and basgd on discussions with industry sources), due primarily to limited annual utilization coupled with fixed expenses. This
deficit is typically offset by revenues generated by a hotel occupancy tax or other public subsidies, and is regarded as justifiable by

the owner of the facility (a government entity) based on the positive economic impact the convention center has on the surrounding
community.

11 Elf FRNST & YOUNG LLP
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Executive Summary

Economic Impact and Elasticity Analysis

> In addition to the market analysis and cstimates of cash flow, the Lancaster Campaign eng

aged E&Y to provide an analysis of the

potential economic impact from the development of the Lancaster Hotel and Conference/Convention Center Project. As part of
this analysis, E&Y evaluated the potential effect of the imposition of a hotel tax on hotel revenues generated by existing properties

in Lancaster County.

> The economic impact analysis is based on Scenario 1V identified in the market analysis, which [ocuses on the development of a

281-room hotel and an attached 61,000 square foot conference/convention cenler.

> The construction of the Penn Square Hotel Conference/Convention Center is part of a larger economic development plan to
rejuvenate downtown Lancaster. In conducting this analysis, it must be noted that the hotel and conference/convention center were
considered to be mutually dependent. By focusing on the development of the confercnce/convent

Campaign recognizes the potential to attract tourists whose spending will infuse new mot

increased sales, and more tax revenues.'

ion facility, the Lancaster

1ey into the economy and create new jobs,

> The total amount of the bed tax to be imposed had not been determined at the time of this study. The estimated amount of revenues
that could be generated from a one percent tax on hotel! sales revenue in Lancaster County would be $728,321. This estimate I
based on 1997-1998 fiscal year hotel sales revenue as derived from the Pennsylvania Department of Revenue. This estimated hotel
tax revenue is based on historical sales and does not consider future increases or decreases in hotel sales revenue or the addition of

hotels to the market.

> The elasticity data analyzes the potential impact of this proposed tax on hotel properties in Lancaster. The elasticity data suggest
that the imposition of a hotel tax does not have a significant impact on the hotel industry in terms of room revenues. In fact, in all
four counties analyzed, room revenue continued to grow, though at varying levels. The specific elasticily data is presented in this

report.

'"This concept is discussed in Petersen, David C., 1996. Sports, Convention, and Entertainment Fucilities.

12
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- Executive Summary

> The'economlc impact analysis suggests that the construction of the new Penn Square Center, based on project cost estimates as of
Aprll 1999, could h.elp penerate 1,242 full-time jobs, $7,825,837 in sales and income taxes, an additional $41,288,182 in personal
mcom.e,. and an additional $109,985,476 in goods and services produced in Lancaster County (all amounts in 1998 dollars). During
a stabilized year, the new Penn Square Center could generate 577 additional full-time jobs, $2,211,465 in additional sales and
income tax revenues, an additional $11,149,897 in personal income, and an additional $30,708,543 in goods and services
proQuced. These estimated impacts are based on the estimated project cost totaling $91 million, as provided by the developer as of
April 1?9?. As the project design is refined, it is recognized that these project costs may decrease, therefore aftecting the total
cconomic impact. These impacts are discussed in detail in the cconomic imp}lcl section of this report.?

2

2 Because the only signi i i

s e )%]slgruﬁlcar.\t taxffound apphcable to Lancaster county was a County income tax of one percent, tax benefils generated on a statewide level were
. The inclusion o state tax income was deemed appropriate as some of this statewide tax is assumed to flow back to Lancaster County.

13 Zll ERNST & YOUNG LLP
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Introduction

> Consistent with the mission and goal of Lancaster Campaign, the public and private sectors are sceking (0 improve downtown
Lancaster through the conversion and reuse of the historic Watt and Shand Building to a hotel, and the construction of an adjacent
conference/convention facility; the proposed project is known as Penn Square Center (the “Project”).

> The Lancaster Campaign engaged Ernst & Young LLP (E&Y) to evaluate the potential market support for a hotel and
conference/convention center. Four scenarios were analyzed and included: Scenario I — An upscale (three to four star), full-
service, chain-affiliated hotel (the “Hotel”) with banquet and mecting facilities deriving demand primarily from the local area and
leisure travelers visiting Lancaster; Scenario II — An upscale (three to four star) hotel with conference center (the “Conference
Center”) deriving demand from regional as well as local sources; Scenario III — A 393-room upscale hotel with
conference/convention center (the “Center”), consisting of meeling space and an exhibit hall deriving demand from regional and
local sources; or Scenario IV — A 281-room upscale hotel with conference/convention center (the “Center”), consisting of meeting
space and an exhibit hall deriving demand from regional and local sources.

> E&Y gathered data, conducted local and regional market supply and demand analyses, recommended a preliminary facilities
profile, and provided an understanding of the underlying demand for the Project under each Scenario.

> This report outlines E&Y’s activities to date, identifies recommended facilities and amenities for each Scenario, and provides
estimates of occupancy, average daily room rate (“ADR™), and associated revenues for each Scenario.

> In developing these estimates, macro trends as provided by national industry sources were identified and analyzed, and local and
regional trends were also investigated to provide a micro-perspective ol the specific markets relevant to the Project.

> Inherent in the estimates contained herein is the assumption that the Project will be competently and efficiently managed and be
affiliated with a nationally recognized hotel chain or confcrence/convention center operator.

> At present, Lancaster County’s hotel supply consists primarily ol low- 1o mid-end full and limited service lodging facilitics
(according to the Pennsylvania Dutch Convention and Visitors Bureau, county-wide occupancy was approximately 65 pereent n
1998 at an average daily room ratc of $65); as such, a goal of the Project is to bring a high-quality lodging facility to the County to
service both local demand (day meetings, banquets, restaurant patrons, clc.) and provide an upscale experience for visitors
(business and leisure travelers, overnight groups using meeting/banquet facilitics, conventions, trade shows and tour groups).

14 El| ERNST & YOUNG LLP
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Introduction

> Additionally, the Project is anticipated to serve as an impetus for the economic development of the downtown area, servicing both
the local community by providing an attractive hub for commercial and social activity, and attracting Visiors to downtown
Lancaster. ‘

> The immediate neighborhood surrounding the Site consists of local bank headquarters and branch offices, attorney and
professional office buildings, boutiques and retail shops, restaurants, County government buildings, as well as historic and cultural
attractions, including the Heritage Museum and Central Market: these surrounding real estate uses would provide support
amenities for an upscale lodging facility and conference/convention center.

15 Zl| FRNST & YOUNG LLP
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Market Analysis Methodology

> Met with representatives of Lancaster Campaign, High Associates, and Ehrenkrantz Eckstut & Kuhn Architects to gan a

preliminary understanding of the proposed project concept and the anticipated alternative uses of the Watl and Shand Building
(once renovated) and adjacent developable land.

> Read the Conceptual Program Summary provided by Ehrenkrantz Eckstut & Kuhn Architects.
> Read background data provided by Lancaster Campaign and High Associates.
> Toured project Site and surrounding area.

> Interviewed representatives from government agencies including the Pennsylvania Dutch Convention and Visitors Bureau, thct
Lancaster Chamber of Commerce and Industry, the Lancaster County Tax Assessor’s Office, and the Economic Developmen
Corporation of Lancaster County.

> Collected economic and demographic data on Lancaster County and Pennsylvania from national research firms including CACI
Marketing Systems, Inc., and Woods & Poole Economics, Inc.

For Scenario I

> Icientiﬂed primary and secondary competitive sets consisting of chain-affiliated hotels located within a 10-mile radius of the Site.
> Visited and interviewed representatives from the hotels within the primary and secondary competitive scts.

> Interviewed c-orporate personnel from hotel chains represchte'd in both competitive sets.

> Conducted telephone interviews with potential local area sources of lodging demand for the Project (consisted of demand
interviews with corporations, associations, and other entitics in Lancaster County). )
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Market Analysis Methodology

> Developed a preliminary facilities profile for the Hotel based on the attributes of the most successful propertics W1th|¥'1‘l.he
competitive set, as well as on requircments of demand (as derived through the demand interviews), including preferred fac1htles~
and amenities, annual room night contribution, travel patterns, rate requirements, and group characteristics (i.c., sizes, length of
stay, purpose, etc.).

> Prepared five-year estimates of occupancy for the total competitive market (combined primary and secondary) based on anticipated

levels of growth in demand and supply.

> Prepared estimates of occupancy and ADR for the Hotel based on the recommended facilities, the Hotel’s perceived competitive
advantages and disadvantages relative to the competitive set, and assumed national chain affiliation and competent and efficient
management; the estimates assume an opening date of January 2001.

For Scenario 11

> Identified a regional competitive set consisting ol local conference-oriented facilities and dedicated conference centers located
throughout the region.

> Visited and interviewed representatives from the properties within the compelitive set — properties were located in Lancaster,

Hershey, Lafayette Hill, King of Prussia, and Princeton (New Jersey).
> Interviewed corporate personnel from nationally recognized conference center management companies.

> Conducted primary interviews with potential regional users of the Project (consisted of demand interviews with corpor‘atlons,
regional associations, and meeting planners dedicated to one or more associations/corporations — primarily from the Harrisburg,
Philadelphia, Reading, and Baltimore areas).

> Developed a preliminary facilitics profile for the Conference Center based on the attributes of the most successlul propertics
within the competitive set, as well as on requirements of demand (as derived through the demand interviews), including preferred

facilities and amenities, annual room night contribution, travel patterns, ralc requircments, and group characteristics (i.c., S1ZCS,
length of stay, purpose, etc.).
17 Ell ERNST & YOUNG LLP
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Market Analysis Methodology

> Prepared five-year estimates of occupancy and ADR for the Conference Center based on the recommended facilitics, the
Conference Center’s perceived competitive advantages and disadvantages relative to the competitive set, and the results of demand
interviews; the estimates assume an opening date of January 2001.

For Scenarios III and IV

> Identified a set of comparable convention facilitics located throughout the eastern United States; interviewed representatives from
each of these facilities to obtain relevant data for benchmarking purposes.

> Identified samples of users of exhibition spacc in Pennsylvania, Maryland and New Jersey; defined groups of users within each
sample by their size requirements (i.e., identified users requiring facilities ol a similar size to that of the Center).

> Interviewed a sample of the above users (consisting of event planners and associations) to further understand the attributes of
demand for a facility such as the Center. ‘

> Interviewed representatives and gathered data from national publications and resecarch organizations including Tradeshow Week
Magazine, the Center for Exhibition Industry Research, and the Pioneer Institute for Public Policy Rescarch.

> Conducted interviews with regional and local venues (including the IHershey Resort & Convention Center, the Lancaster ll(?st
Resort, the Best Western Eden Resort, and the Willow Valley Inn) to better understand the attributes of local demand for
exhibition facilities, and to quantify turnaway cvent demand from the local arca.

> Interviewed representatives from the Allegheny Mountains Convention & Visitors Burcau (regarding a proposed convention center
in Blair County), the Pennsylvania Dutch Convention & Visitors Bureau, and the Lancaster Chamber of Commerce and Industry to
better understand existing and potential future demand for convention/exhibition facilities in Lancaster.

> Identified factors critical to the success of convention centers based on rescarch related to mecting planner preferences for
conventions, trade shows, and consumer shows. Each of the Critical Success Factors (“CSFs”) were assessed in terms of potential
strengths, weaknesses or developmental needs based on the combined results of interviews with competitive properties within the
region, comparable convention centers, and potential demand generators.
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Market Analysis Methodology

> Estimated the future performance of the Center under Scenario 111 (with an attached hotel containing 393 rooms) and Scenario IV
(with an attached hotel containing 281 rooms) based on an analysis of comparable convention/exhibition facilities in the castern
region of the U.S.; extrapolated data from samples of users of similar facilities in Pennsylvania, and the adjacent states of Ncw
Jersey and Maryland; interviews with potential sources of demand for the Center; and Critical Success Factors typically associated
with facilities of the type proposed.

> Estimated future performance levels including estimates of the number of annual trade/consumer shows, attendance levels by type
of event, hotel occupancy, average room rate, and associated revenues.
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Scenario I: Upscale Full-Service Hotel with Meeting/Banquet Facilities

> Initial findings with respect to an Upscale Full-Service Hotel with Meeting/Banquet Facilities on the Site (Scenario 1) are
described below; the recommended sizing for Scenario I would be approximately 169 rooms with 13,200 square feet of
meeting/banquet space; recommendations regarding facilities are described in detail later in this section.

> For Scenario I, estimates of future performance for the Hotel were based on an analysis of the Hotel’s defined competitive supply,
as well as interviews with potential sources of demand for the Hotel.

Supply Analysis

> Properties in the Lancaster area were defined as primary or secondary competitors based on a combination of the following [actors:
location, market orientation, rate positioning, chain affiliation, size, and quality of facilities and amenities.

> The Hotel’s primary competitive set includes the Best Western Eden Resort Inn and Conference Center, the Lancaster Host Resort,
the Willow Valley Inn, and the Lancaster Hilton Garden Inn (see charts on the following pages).

> The Hotel’s secondary competitive set is comprised of the Comfort Inn Sherwood, the Holiday Inn East — Visit.or’s Center, the
Holiday Inn North — Historic District, the Hampton Inn, the Quality Inn & Suites, the Ramada Inn, and the Brunswick lotel.

> According to primary research, estimated aggregate market occupancy and Average Daily Rate (ADR) for the primary competitive
supply was 71.8 percent and $86 in 1998; estimated market segmentation was 32 percent Commercial Transient, 37 percent Group,
22 percent Leisure Transient, and 9 percent Bus Tour.

> Estimated occupancy and ADR for the secondary supply was 65.8 percent and $65 in 1998; estimated market segmentation was 24
percent Commercial Transient, 22 percent Group, 33 percent Leisure Transient, and 21 percent Bus Tour.

> Combined market occupancy and ADR for the total competitive set was 68.8 percent and $76 in 1998; market scgmentation was
28 percent Commercial Transient, 30 percent Group, 28 percent Leisure Transient, and 14 percent Bus Tour.
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Scenario I: Upscale Full-Service Hotel with Meeting/Banquet Facilities

> The market leader in the primary competitive set in terms of RevPAR in 1998 was the Hilton Garden Inn (156 rooms), With_a“
estimated occupancy ranging from 70 to 74 percent, and an ADR from $90 to $94; the Iilton is the market leader in capluring
Commercial Transient demand, comprising approximately 80 percent of its total demand segmentation.

> The market leader in the secondary competitive set in terms of RevPAR in 1998 was the Hampton Inn (129 rooms), with an
estimated occupancy ranging from 75 to 79 percent, and an ADR from $75 to $79; the Hampton Inn is the market leader in
capturing Commercial Transient demand, comprising approximately 55 percent of its total demand segmentation.

> On a supply-side basis, the above data indicates a demand propensity toward newer, higher-quality facilities, especially regarding
Commercial Transient demand; additionally, there is an apparent propensity toward the higher-quality full-service hotels il.l _the
primary competitive set versus the lower-quality properties in the secondary set; as the Hilton Garden Inn and the remaining
primary competitors are the highest-rated properties in the overall set, this indicates a willingness on the part of Commercial
Transient demand to pay higher rates for higher-quality facilitics.
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Scenario I: Upscale Full-Service Hotel with Meeting/Banquet Facilities

Primary Competitive Supply

Facilities Profile

Meceting Space
Number of Year Per Guest Published
Property Guest Rooms | Opened | Meeting Space (SF) Room (SF) Rates Food & Beverage Outlets
Best Western Eden Resort Inn 274 1973 21,652 79.0 $149 2 Restaurants, Lounge,
222 Eden Road, Lancaster Nightclub
Lancaster Host Resort & Conference Center 330 1966 77,775 236.0 $99 - %159 2 Restaurants, Lounge
2300 Lincoln Highway, Lancaster
Willow Valley Inn 352 1966 17,600 500 $69 - 8119 2 Restaurants
2416 Willow Street Pike, Lancaster
Lancaster Hilton Garden Inn 156 1990 1,300 8.4 NA Restaurant, Lobby Bar
101 Granite Run Drive, Lancaster
In Room .
Coffece- In-Room | Complimentary | Fitness Business | On-Site | Tennis Or
Property Concierge Maker Fax Newspaper Center Center | Spa/Pool Golf
Best Western Eden Resort - v - v v v v v
Lancaster Host Resort & Conference - v - - v v v v
Willow Valley Inn Resort - - - v v - v v
Lancaster Hilton Garden Inn - v - v v v v -
v denotes availability at the indicated property
NA: Not Available
Source: Interviews with competitive hotels
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Scenario I: Upscale Full-Service Hotel with Meeting/Banquet Facilities

Estimated Market Mix, Occupancy, Average Rate and RevPAR* - Primary Competitors

1998 Market Scgmentation Estimated 1998 Estimated 1997
Number
of :
Hotel Rooms | Commercial | Leisure | Bus Tour | Group | Occupancy | ADR | RevPAR* | Occupancy | ADR RevPAR
Best Western Eden Resort 274 30% 20% 10% | 40% | 80-84% | $75-79 | $60-64 | 80-84% |$75-79 | $60-64
Lancaster Host Resort & 330 15% 20% 10% 55% | 60-64% | $85-89 | $55-59 | 60-64% | $80-84 | $50-54
Conference ‘
Willow Valley Inn Resort 352 25% 30% 10% 35% 70-74% $90-94 $65-69 65-69% | $90-94 | $60-64
Lancaster Hilton Garden Inn 156 80% 15% 0% 5% 70-74% $90-94 $65-69 75-79% | $85-89 | $60-64
Totals and Averages 1,112 32% 22% 9% 37% 71.8% $86 $62 MN% . $83 $59
STR Trend Report!" 1,112 NAP NAP NAP NAP 70.4% $87 $61 69% $84 $58

Source: Ernst & Young LLP and Smith Travel Research
NAP = Not applicable
* Revenue Per Available Room

(M Smith Travel Report includes: Best Western Eden Resort, Lancaster Host Resort & Conference, Willow Valley Inn Resort, Lancaster Garden Inn.
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Scenario I: Upscale Full-Service Hotel with Meeting/Banquet Facilities |

Estimated Market Mix, Occupancy, Average Rate and RevPAR - Secondary Competitors

1998 Market Segmentation

Estimated 1998

Estimated 1997

Number of
Hotel Rooms Commercial | Leisure | Bus Tour | Group | Occupancy | ADR | RevPAR | Occupancy | ADR | RevPAR

Comfort Inn Sherwood Knoll 166 40% 20% 20% 20% 70-74% $70-74 | $45-49 65-69% | $65-69 | $45-49
IHampton Inn 129 55% 40% 0% 5% 75-79% | $75-79 | $60-64 75-719% | $70-74 | $55-59
Holiday Inn East 189 20% 30% 40% 10% 55-59% $70-74 | $40-44 55-59% $60-64 | $30-34
Quality Inn & Suites 82 30% 40% 10% 20% 65-69% $60-64 | $40-44 65-69% $60-64 | $40-44
Ramada Inn 166 10% 30% 30% 30% 70-74% $50-54 | $35-39 65-69% $50-54 | $30-34
Holiday Inn North 160 20% 50% 20% 10% 55-59% | $60-64 | $35-39 55-59% | $60-64 | $30-34
Brunswick Hotel 222 3% 31% 20% 47% 60-64% $55-59 | $30-34 70-74% $45-49 | $30-34
Total/Average 1,114 24% 33% 21% 22% 65.8% $65 $42 65% 560 $39

STR Trend Report™ 1,114 NAP NAP NAP NAP 63.2% $66 $42 63% $62 $39

Source: Ernst & Young LLP and Smith Travel Research

NAP = Not applicable

Y Smith Travel Report includes: Comfort Inn Sherwood Knoll, Hampton Inn, Holiday Inn East, Quality Inn & Suites, Ramada Inn, Holiday Inn North, Brunswick

Hotel
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Scenario I: Upscale Full-Service Hotel with Meeting/Banquet Facilities

Demand Analysis

> The supply-side findings described above are supported by the results of completed demand interviews with Lancaster
corporations/associations; 7 of 9 respondents (78 percent) indicated that they would consider paying higher rates for a new upscale,
full-service hotel than those currently negotiated for existing facilities, while 10 of 13 respondents (77 percent) indicated that they
would consider using the Hotel as described for Transient visitors and/or Group business; the chart on the following page presents
a summary of interviews conducted with Lancaster corporations, associations, and other entities.

> For six respondents, negotiated rates currently paid at Lancaster hotels ranged from $48 to $99 for Transient visitors, wil‘h lh.e
range more narrow for 5 of the 6 respondents ($65 to $99); 9 of 9 respondents (100 percent) indicated that all or a portion of their
visitors are not rate sensitive, with six respondents indicating potential rate ceilings ranging from the high $90s to $160 (with the
majority ranging from $120 to $125).

> In terms of properties most utilized by the demand sources interviewed, 6 of 9 respondents (67 percent) indicated' that the Hilton
Garden Inn was their primary choice (with negotiated rates for the Hilton ranging from $68 to $99 for Transient visitors).

> Of the 13 respondents to the demand interviews, all generate Transient demand for arca lodging accommodations; the three largest
demand generators in the sample (as reported by the respondents) are Franklin & Marshall College (approximately 12,000 room
nights annually), Armstrong World Industries (approximately 8,800 to 10,000 room nights annually), and Bulova Technologies
(approximately 6,000 room nights annually); each of these demand generators indicated that they would consider utilizing the
Hotel for both Transient visitors and Group business.
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Scenario I: Upscale Full-Service Hotel with Meeting/Banquet Facilities

Penn Square Center Interview Summary

Lancaster Demand Generators

Would Potentially
Estimated Annual Use Proposed
Room Nights Hotel/Conference
Name Contact Person Type Gencrated Center?
Armstrong World Industries Steven Piquet Company 8,800 - 10,000 Yes
a | Bankof Lancaster County Christine Schneider Company -NA Yes
*"%!| Bulova Technologies Craig Schnee Company 6,000 Yes
Burnham Boiler Corporation Linda Roschel Company ' 198 Yes
A Ecklin Group Rob Ecklin Company "6 Yes
264 "% | Franklin & Marshall College Debbic Warner University 12,000 Yes
Fulton Bank Vicky Kuntz Company 60 Yes
Grinnell Corporation Diane Cardkadden Company NA No
Irex Corporation Kirk Liddell Company - 24 Yes
Kalas Manufacturing Rich Witwer Company 330 No
New Holland North America Dean Morrell Company 455 Yes
Tyson Foods Todd Shultz Company 240 No
Wilbur Chocolate Louise Brown Company 180 Yes
o= NA: Not Available
Source: Individual respondents
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Scenario I: Upscale Full-Service Hotel with Meeting/Banquet Facilities

> Two of the three largest local demand generators (Armstrong and Bulova) generate limited overnight Group demand in Lancaster
as most of their overnight Group events are held away from Lancaster in warmer locations; Franklin & Marshall, however,
reportedly generates five Board of Trustees meetings annually (comprised of approximately 100 attendees for a duration of one
night) and 5 to 8 educational retreats annually (comprised of approximately 50 to 80 attendees for a duration of one night).

> Of the 13 respondents to the demand interviews, 12 gencrate overnight and/or day Group demand for area lodging
accommodations; for 5 respondents, smaller overnight groups typically range in size from 10 to 60 attendees, with larger groups
ranging in size from 100 to 600 attendees; for 6 respondents, day group meetings typically range in size from 10 to 60 attendees

for smaller groups, and 100 to 350 attendees for larger groups; for 2 respondents, overnight Group room rates range from $90 to
$100.

> For 8 respondents, the most utilized local properties for overnight Group business are the Best Western Eden Resort and the Host
Resort; other properties utilized to a lesser degree include the Willow Valley Inn, the Hilton Garden Inn, and the Comfort Inn; for
larger overnight groups, 2 of the 8 respondents stated that they utilize the Hershey Lodge and Conference Center in Hershey
(approximately 40 minutes driving distance from Lancaster) based on capacity and quality issues.

> In terms of day Group demand, 10 of 12 respondents (83 percent) gencrate day meetings for local lodging facilities in Lancaster;
the most utilized properties include the Willow Valley Inn, the Brunswick Hotel, and the Best Western Eden Resort.

Preliminary Project Concept

> The following facilitics profile (including only front-of-the-house facilities) has been recommended for the Hotel based on
industry standards for properties of this type, facilities at competitive hotels, and requirements of demand as derived from the
demand interviews. The profile consists of preliminary recommendations of facilities appropriate for the defined market, and is
assumed integral to the Hotel achieving the performance estimates set forth in this report. The facilities profile presented below
was not developed with the assistance of architects or like professionals, and as such, may be limited with respect to structural
considerations.
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Scenario I: Upscale Full-Service Hotel with Meeting/Banquet Facilities

> On a supply-side basis, the properties in the primary competitive set were considered most comparable to the Hotel (and th.us
relevant to developing a facilitics profile) in terms of facilities and amenities offered, and market orientation; these propcertics
include the Best Western Eden Resort Inn and Conference Center, the Lancaster Host Resort, the Willow Valley Inn, and the
Lancaster Hilton Garden Inn.

> In estimating occupancy for the Hotel, three sizing scenarios were analyzed: 169 rooms, 281 rooms, and 393 rooms; these sizes
were chosen based on the preliminary Conceptual Program Summary provided by the architects and arc meant (0 provide
approximations of potential sizing scenarios for the Hotel.

> Based on the analysis described in the following section, estimated stabilized occupancy levels and ADRs (in constant 1998
dollars) for the three sizing scenarios are as follows:

Hotel Size Stabilized
ADR
Number of (in constant
Scenario Rooms Occupancy 1998 dollars)
A 169 73% $109
B 281 71% $103
C 393 69% $99

> Given the above estimates, the recommended sizing scenario for the Hotel is approximately 169 rooms; this is based on a
combination of the following factors:

0 Demand interviews and supply factors indicate that there is a desirc on the part of local busincsses and associations (0 ulihzc‘ a
higher-quality full-service facility such as the Hotel, and a willingness to pay a premium over existing market room ratcs for
this increase in quality (in general, would pay up to $120 — $130, as opposed to current rates of up to $100).
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Scenario I: Upscale Full-Service Hotel with Meeting/Banquet Facilities

0 The primary sct reported an aggregate occupancy of 72 percent and an ADR of $86 in 1998; as the Hotel’s estimated ADR
exceeds the current market level, Scenario A is anticipated to enable the Hotel to capture a larger proportion of higher-rated
demand segments (Commercial Individual and Group) than lower-rated segments (Bus Tour and Leisure) in its overall market
mix than under the larger scenarios.

0 Although no competitive additions to supply are planned during the period under analysis, several hotels, il]C]Udil.]g the nearby
Brunswick Hotel, are undergoing substantial renovations, potentially increasing their degree of competitiveness with the Hotel.

0 As Lancaster is a seasonal market, with peak-season occurring from August to October due to increased leisure defn.and, the
smaller Hotel is anticipated to maintain higher occupancy levels during the off-scason when there is intensc competition for a
limited demand base, resulting in deep rate discounts throughout the supply.

> In estimating meeting space square footage for the Hotel, the propertics in the primary set were analyzed utilizing a penctration
analysis (i.e., measuring each hotel’s available meeting space against overnight and day Group demand captured at each property):
this analysis indicated that on a per-square-foot basis, the Willow Valley Inn and the Best Western Eden Resort are the market
leaders in capturing Group business.

> The range of meeting space per guest room at each of these properties is 50 to 79 square fect, respectively, with an average of
approximately 65 square feet per guest room; based on an estimated optimal range of 75 to 80 squarc feet per guest room
(assuming day Group usage and some overflow of larger overnight groups to nearby hotels), the recommended total square
footage of meeting space for the Hotel at 169 rooms is approximately 13,200.

> The recommended configuration for the meeting space is as follows (based on penetration of utilized space at compelitive
properties and the results of demand interviews):

0 9,000-square-foot ballroom divisible into three 3,000-square-foot scctions (does not include ballroom [oyer)
0 One 2,100-square-foot meeting room divisible into three 700-square-foot sections
¢ Four 400-squarc-foot meeting rooms (1,600 square fcet)

0 Two 250-square-foot meeting rooms (500 square feet).
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Scenario I: Upscale Full-Service Hotel with Meeting/Banquet Facilities

> Based on competitive facilities and typical requirements of demand obtained through demand interviews, recommended food and
beverage outlets include a 120-scat three-meal restaurant (approximately 2,300 square feet) and a 40-scat lobby lounge
(approximately 800 square fect).

> Additionally, it is recommended that the Hotel contain a business center (approximately 400 square feet), a fitness center
(approximately 800 square fect), an indoor pool and whirlpool (approximately 900 square feet, not including deck), and a
gift shop (approximately 600 square fect).

> It is also recommended that the Hotcl offer the following amenitics:
¢ 24-hour room service;

0 In-room amenities including cable/satellite television with movies/video games available for rental, dataport, coffee makers,
irons and ironing boards, hairdryers, etc.; '

0 Complimentary newspaper delivered to guest rooms.
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Scenario I: Upscale Full-Service Hotel with Meeting/Banquet Facilities

Estimates of Occupancy, Average Daily Room Rate, and Day Group Revenues

> As stated above, the recommended sizing for Scenario I is approximately 169 rooms; assuming the Hotel will open in 2001 with
169 rooms, the following table presents estimated market occupancy from 1998 through 2005, as well as the Hotel’s estimated
occupancy and ADR from 2001 through 2005 (the Hotel’s occupancy is anticipated to stabilize in its third year of operation):

Estimated Market Occupancy, and Hotel Occupancy, ADR, and RevPAR

Iiotel
Market Hotel ADR* IHotel
Year Occupancy Occupancy (in inflated $°s) RevPAR
1998 (Historic) 68.8% - - -
1999 70.1% - - -
2000 71.1% - - -
2001 67.6% 59.4% $113.75 $67.56
2002 69.3% 66.3% $124.36 $82.42
2003 70.6% 73.1% $129.11 $94.39
2004 70.6% 73.1% $133.67 $97.71
2005 70.6% 73.1% $138.37 $101.15

* ADR is inflated by an annual rate of 3.5 percent and has been discounted by 5 percent in 2001 to reflect the
property’s assumed initial-year discounting policies.

> Market segmentation for the Hotel in a stabilized year of operation (2003) is estimated at 40 percent Commercial Transient, 28
percent Group, 22 percent Leisure Transient, and 10 percent Bus Tour, at an occupancy of 73.1 percent.
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Scenario I: Upscale Full-Service Hotel with Meeting/Banquet Facilities

Based on the supply and demand analysis summarized above, this market mix assumes the IHotel will compete at a compe.lltlvc
advantage in capturing the higher-rated demand segments (Commercial Transient and Group) based primarily on its quality Qf
facilities and amenities, and upscale market orientation; the Hotel is anticipated to compete at a competitive disadvantage In
capturing the price-sensitive segments (Leisure Transient and Bus Tour) based on its rate positioning and yield-management
strategies (which will proactively limit lower-rated demand to accommodate higher-rated segments).

Average daily room rate per segment at the Hotel in a stabilized year of operation (2003) in constant 1998 dollars is estimated 1o
be $125 for Commercial Transient, $105 for Group, $95 for Leisurc Transient, and $85 for Bus Tour; based on the Hotel’s
estimated stabilized market mix presented above, the overall weighted ADR for the Hotel is estimated at $109 in constant dollars
in a stabilized year of operation.

The estimated ADR assumes that the Hotel will achieve a premium in rate over its competitors due to its anticipated level of
services and facilities, and capture of the highest-rated components of each demand segment.

Based on primary research, day Group attendees range from 10 to 40 percent of total Group attendecs at Lancaster’s three group-
oriented hotels (the Best Western Eden Resort, the Lancaster Host Resort, and the Willow Valley Inn), with the average day Group
component at approximately 25 percent of total attendees.

Multiple occupancy at the three above-mentioned properties 1s reported to be approximately 1.5 overnight group attendees per
guest room.

As stated above, overnight Group demand is estimated to be 28 percent of total demand, or 12,529 occupied room nights, at the
Hotel in a stabilized year of operation (2003); assuming a multiple occupancy factor of 1.5 for overnight groups staying at. the
Hotel, and a day Group percentage of 25 percent of total Group attendees, cstimated day Group attendees at the Hotel in a
stabilized year of operation is 6,390 attendees:

12,529 Group room nights x 1.5 (multiple occupancy factor) = 18,794 overnight Group attendees
If 18,794 overnight attendees = 75% of total attendees, then total attendees (100%) = 25,183
25,183 total attendees — 18,794 overnight attendees (75%) = 6,390 day Group attendees (25%)
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Scenario I: Upscale Full-Service Hotel with Meeting/Banquet Facilities

> Ac.corcﬁng to tl?e International Association of Conference Centers (IACC), median day packages at conference centers (including
primarily meeting room rental charge, basic conference planning, audio visual, coffee breaks, lunch and other miscellaneous
charges) range from $58 to $74 per attendee, varying according to the type and market orientation of the center; based on day
paclfage. rat.es reported by demand generators and competitive hotels (ranging from $15 to $20), the results of demand interviews
(which indicated a price-sensitivity in the day Group market), and the anticipated upscale facilities at the Hotel, the day Group
package rate for the Hotel is estimated at $30 in constant 1998 dollars.

> Applying this amount to the estimated day Group attendees presented above (6,390 attendecs) results in estimated day Group
revenues of $191,700 (in constant 1998 dollars) in a stabilized year of operation (2003).

33 Zlf ERNST & YOUNG LLP

FroM THOUGHT TO FINISIL”



Scenario II: Conference Center

> TInitial findings with respect to a Conference Center on the Site (Scenario 1) are described below; the recommendgd sizin.g. l;or
Scenario 11 would be approximately 281 rooms with 31,000 square feet of conference space; recommendations regarding facilities
are described in detail later in this section.

> For Scenario II, estimates of future performance for the Conference Center were based on an analysis of macro-trends reported py
industry sources, an analysis of the Conference Center’s defined competitive supply, and supported by interviews with potential
sources of demand for the Conference Center.

Supply Analysis

> The Conference Center’s competitors were sclected based on a combination of the following factors: location, market orientation,
rate positioning, chain affiliation, size, and quality of facilities and amenitics.

> The Conference Center’s local competitive set includes the Best Western Eden Resort Inn and Conference Center, the Lancaster
Host Resort, and the Willow Valley Inn. ’

> Thé Hotel’s regional competitive set is comprised of the Eagle Lodge in Lafayette Hill, the Park Ridge Valley Forge in King (.)f
Prussia, the Hotel Hershey and the Hershey Lodge and Convention Center in Hershey, and the Forrestal Confcrence Center
Princeton, New Jersey (see charts on the following pages).

> According to primary research, estimated aggregate market occupancy and ADR for the local competitive supply was 71.6 pcrccnt
and $86 in 1998; estimated market segmentation was 24 percent Commercial Transient, 43 percent Group, 24 percent Leisure
Transient, and 10 percent Tour Bus.

> Estimated occupancy and ADR for the regional supply was 70.1 percent and $138 in 1998; estimated market segmentation was 72
percent Group and 28 percent Leisure/Other Transient.
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Scenario II: Conference Center

Competitive Lodging/Conference Center Supply

Facilities Profile

Meeting Number Of
Number Space Per Restaurants/ Number
Year Of Guest Meeting Guest Room | Number Of Dining Number Of Bars/ | Number
Property Address Opened Rooms Space (ST) (1) Ballrooms Rooms Of Seats Lounges | Of Seats
Lancaster Host Resort 2300 Lincoln Highway East, 1966 330 71,715 235.7 3 2 225/85 1 50
Lancaster, PA 17602
Best Western Eden Resort 222 Eden Road, 1973 274 21,652 79.0 2 2 170/150 ] 125
Lancaster, PA 17601
Willow Valley Resort 2416 Willow Street Pike, 1966 353 17,600 49.9 4 2 500/250 0 NAP
Lancaster, PA 17602
Eagle Lodge Conference Ridge Pike & Manor Road, 1980 120 15,963 133.0 | 3 NAV 2 40/40
Center Lafayette Hill, PA 19444
Park Ridge Vailey Forge 480 North Gulph Road, 1973 265 21,640 81.7 2 1 160 ! 50
King of Prussia, PA
. 19406
Hotel Hershey Hotel Road, 1933 235 23,500 100.0 3 2 200/80 | 45
Hershey, PA 17033
Hershey Lodge & Convention | West Chocolate Avenue & 1967 665 100,000 150.4 3 3 230/110/110 3 50
Center University Drive,
Hershey, PA 17033
Forrestal Conference Center 100 College Road East, 1981 290 35,000 120.7 2 2 250/190 1 50
Princeton, NJ 08540
Range - 1966- | 120-665 15,963- 49.9-235.7 1-4 1-3 80-500 0-3 40-125
1981 100,000
NAV: Not Available
NAP: Not Applicable
Source: Interviews with Competitive Facilities
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Scenario II: Conference Center

Competitive Lodging/Conference Center Supply

Facilities Profile

Business | Fitness | Outdoor Indoor Game

Property Concierge | Center Center Pool(s) Pool(s) Tennis | Golf | Room
Lancaster Host Resort v v v v v v v v
Best Western Eden Resort v v v v v v - v
Willow Valley Resort v v v v v v v -
Eagle Lodge Conference Center v v v — v v v v
Park Ridge Valley Forge v v v v - v - -
Hotel Hershey v v v v v v v v
Hershey Lodge & Convention Center v v v v v v v v
Forrestal Conference Center v v v - v v v v
v Denotes availability at the indicated property
Source: Interviews with Competitive Facilities
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Scenario II: Conference Center

Estimated Market Mix, Occupancy, Average Rate and RevPAR-Competitive Lodging Supply

1998 Market Scgmentation Estimated 1998 B
Number
Hotel of Rooms | Commercial | Group |Leisure | Bus Tour | Occupancy ADR RevPAR
Lancaster Host Resort 330 15% 55% 20% 10% 60%-64% | $85-$89 | $55-$59
Best Western Eden Resort 274 30% 40% 20% 10% 80%-84% | $75-$79 | $60-$64
Willow Valley Resort 353 25% 35% 30% 10% 70%-74% | $90-$94 | $65-$69
Totals and Averages 957 24% 43% 24% 10% 71.6% $86 $o1
Eagle Lodge Conference Center 120 - 95% 5% - 70%-74% |$115-$119| $80-$84
Park Ridge Valley Forge 265 — 75% 25% - 75%-79% |$100-$104 | $75-$79
Forrestal Conference Center 290 - 80% 20% - 65%-69% | $140-$144| $95-399
Hotel Hershey/Hershey Lodge & 2351665 - 65% 35% - 65%-69% |$150-$154] $100-
Conference Center $104
Totals and Averages 1,575 - 2% 28% - 70.1% $138 $97 |
All Competitive Lodging Supply
Totals and Averages 2,532 11% 57% 28% 5% 70.7% $117.73 $83.21
STR Trend Report 2,532 NAP NAP NAP NAP 70.8% $115.89 $82.04
Source: Competitive hot‘el interviews and Smith Travel Research
M Note: Smith Trave! Trend Report includes: Lancaster Host Resort, Best Western Eden Resort, Willow Valley Resort, Eagle Lodge Conference Center, Park
Ridge Valley Forge, Forrestal Conference Center, Hotel Hershey, and Hershey Lodge and Convention Center.
NAP: Not Applicable
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Scenario II: Conference Center

Combined market occupancy and ADR for the total competitive set was 70.7 percent and $117.73 in 1998; market segmentation
was 11 percent Commercial Transient, 57 percent Group, 28 percent Leisure/Other Transient, and 5 percent Bus Tour.

The market leader in the local competitive set in terms of RevPAR in 1998 was the Willow Valley Inn (353 rooms), with an
estimated occupancy ranging from 70 to 74 percent, and an ADR from $90 to $94; the Willow Valley Inn is the market leader in
capturing Leisure Transient demand, comprising approximately 30 percent of its total demand segmentation, and captures the least
amount of Group demand as a percentage of its total market mix (35 percent) relative to the competition.

The market leader in the regional competitive set in terms of RevPAR in 1998 was the combined Hershey properties (900 rooms),
with an estimated occupancy ranging from 65 to 69 pereent, and an ADR from $150 to $154; the combined IHershey propertics are
the market leader in capturing Leisure Transient demand, comprising approximately 35 percent of their total demand
segmentation, and capture the least amount of Group demand as a percentage of their total market mix (65 percent) relative (o the
competition.

The Hershey properties are the highest-rated in the regional competitive set, and combined have the most extensive conference and
exhibition facilities; as Hershey is a well-known destination for leisure travel in the northeast, and the Hershey properties offer
upscale resort facilities and amenities, the propertics are effective in targeting high-end Leisure Transient demand and overnight
Groups.

With respect to macro-trends, according to the 1ACC, aggregate occupancy for dedicated conference centers in 1997 was 66.5
percent at an ADR of $125; for conference centers with 250 rooms or more, occupancy and ADR were 67.3 percent and $1306; for
centers with 100 to 249 rooms, ADR and occupancy were 68.9 percent and $97; and for centers with less than 100 rooms,
occupancy and ADR were 51.1 percent and $81.

As the above data indicates, RevPAR is the highest for conference centers with 250 rooms or more ($91.52); this indicates that an
optimal threshold capacity (in terms of guest rooms and conference space) 1s necessary (o sustain marketability to groups ol
various sizes, thus enabling a center to maximize rate through successful yield management strategies; this is supported by the
occupancy and ADR levels at conference centers with less than 100 rooms, which are significantly below the other size categories.
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Scenario II: Conference Center

Demand Analysis

> The supply-side findings described above are supported by the results of completed demand interviews with regional corporatif)ns,
associations, and meeting planners; 19 of 20 respondents (95 percent) indicated that they hold overnight meetings in locations
other than the city in which they are located, while 16 of 20 respondents (80 percent) indicated that they would consider using the
Conference Center as described for overnight Group business; 8 of 12 respondents (67 percent) indicated that they would not
consider using the property if it were a full-service hotel with meeting/banquet space (rather than a conference center).

> The chart on the following page presents a summary of demand interviews conducted with regional corporations, assoctations, and
meeting planners.

> For all 20 respondents, negotiated rates currently paid at conference centers and/or hotels ranged from $40 to $175 for overnight
Group demand, with the range more narrow for 14 (70 percent) of the respondents ($70 to $120); only 3 of 20 respondents (15‘
percent) indicated that rate was their first priority when choosing a conference center, while location was the first priority of 15 of
20 respondents (75 percent); respondents cited that the factors most relevant to location include proximity to a major airport, local
attractions, a major city, and/or the hosting corporation/association.
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Scenario II: Conference Center

Penn Square Center Interview Summary

Regional Demand Generators

Would Potentially
Use Proposed
L Annual Overnight Confercrl’ce
Name Contact Person Location Type Mecctings/Attendees Center:

ABWE Dr. 11.E. Haskell Harrisburg, PA Association 4/30-800 Yes
AME Zion Church Rev. Kathryn G. Brown | Baltimore, MD Association 5/200-1,500 Yes
Aramark Fay Kazanjian Philadelphia, PA Company 1/Up to 180 No
Armstrong World Industries Sue Andersen Lancaster, PA Company 5-10/20-150 Yes
Beamer & Associates Barbara Collins Mechanicsburg, PA Meecting Planner 15/10-900 Yes
Carpenter Technology Corp. Jeanne Freeman Reading, PA Company 8/6-500 No
CNA Insurance Karen Woolworth Reading, PA Company 2-3/Up to 50 Yes
League of American Bicyclists » @22 Maureen Becker Washington, DC Mecting Planner 3/300-1,000 Yes
MAC Events Cindy Napp Spring Lake, NJ Meceting Planner 2/Up to 500+ Yes
McNeil Consumer Products Carol Blythe F1. Washington, PA Meeting Planner 12/20-200 Yes
Meetings, Etc. Darlene Hutchinson Middleton, DE Meeting Planner 15/25-200 Yes
National Association of Service & Casey Chandler Washington, DC Mecling Planner 10/50-200 Yes

Conservation Corps
National Quilting Association Gayle Sternheim Baltimore, MD Association ‘2/Upto 15 - Yes
National Shoe Retailers Association Jeannie Williams Baltimore, MD " Association 20/40-600 Yes
Pennsylvania Association of Medical Claire Turner Harrisburg, PA Association 6-8/50-150 Yes

Suppliers
Pennsylvania Optometric Association llene Sauertieg Harrisburg, PA Association 6-8/25-500 Yes
Professional Insurance Agents Denise Halaska Harrisburg, PA Association 6/50-135 Yes

Association
Sylvan Learning Systems Wanda Leach Baltimore, MD Company 1/30-100 No
Wyeth-Ayerst Laboratories Amy Hamilton St. Davg, PA Meceting Planncr 20/20-2,200 Yes
YMCA of Reading & Berks County Kim Corbit Reading, PA Association 2/50-100 No
Source: Individual respondents
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Scenario II: Conference Center

With respect to-conferences, all 20 respondents indicated that they generate from 1 to 20 conferences on an annual basis, with 10
respondents (50 percent) indicating a more narrow range of frequency (5 to 15 conferences per year).

For all 20 respondents, the range of conference sizes was 6 to 2,200 attendees; 17 of the 20 respondents (85 percent) reported
minimum meeting sizes of 50 attendees or less, while 9 of 20 (45 percent) reported maximum meeting sizes of 500 attendees or
greater; 9 of the 20 respondents (45 percent) reported maximum meeting sizes of 100 to 200 attendees.

Meeting types reported include board meetings, training seminars, sales rallies, industry conferences, corporate retreats, religious
retreats, departmental/division meetings, recreational rallies, high-level exccutive meetings, and consumer shows.

Of the 20 respondents to the demand interviews, 10 (50 percent) generate overnight conferences only during the weekdays
(Monday through Friday), while the remaining 10 respondents generate conferences on both weekdays and weekends.

Of the 7 meeting planners interviewed, 2 (29 percent) indicated that they book conferences year-round, 2 (29 percent) indicated
that they book conferences primarily during the summer months (June through August), and the remaining 3 (42 percent) indicated
they book conferences primarily in the fall (September through November) and summer months.

For the 20 respondents, the average length of stay (“ALOS”) for a typical conference ranged from 1 to 7 nights, with 10 (50
percent) of the respondents indicating an ALOS of 3 nights or less, 8 (40 percent) indicating an ALOS of 5 nights or less, and 2
(10 percent) indicating an ALOS of 7 nights or less.

For 18 respondents, double-occupancy guest rooms ranged from 0 to 100 percent of total guest rooms booked; for 8 of the 18
respondents (44 percent), only single-occupancy guest rooms are typically required; for 5 of the 18 respondents (28 percent), 50
percent or more of the guest rooms required are typically double occupancy; for the remaining 5 respondents (28 percent), 1 to 49
percent of the guest rooms required are typically double occupancy.

It is important to note that the demand interviews completed represent a sample of the potential users of the facilities. These
interviews were completed to obtain an indication of the potential demand for the proposed facility.
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Scenario II: Conference Center

Preliminary Project Concept

> The following facilities profile (including only front-of-the-house facilities) has been recommended for the Conference Center
based on industry standards for properties of this type, facilities at competitive conference centers, and requirements of demand (as
derived from the demand interviews). The profile consists of preliminary recommendations of facilities appropriate for the defined
market, and is assumed integral to the Conference Center achieving the performance estimates set forth in this report. The facilities

profile presented below was not developed with the assistance of architects or like professionals, and as such, may be limited with
respect to structural considerations. '

> On a supply-side basis, the properties in the Conference Center’s competitive sct were divided into two groups: full-service hotels
in Lancaster with significant conference facilities (including the Best Western Eden Resort Inn and Conference Center, the
Lancaster Host Resort, and the Willow Valley Inn), and dedicated conference centers Jocated throughout the region (including the
Eagle Lodge in Lafayette Hill, the Park Ridge Valley Forge in King of Prussia, the Hotel Hershey and the Hershey Lodge and
Conference Center in Hershey, and the Forrestal Conference Center in Princeton, New Jersey).

> Although all of the above properties were considered in the facilities analysis, the dedicated regional conference centers werc
considered most comparable to the Conference Center (and thus relevant to developing a facilities profile) in terms of facilities and
amenities offered, and market orientation.

> In estimating occupancy for the Conference Center, three sizing scenarios were analyzed: 169 rooms, 281 rooms, and 393 rooms;
these sizes were chosen based on the preliminary Conceptual Program Summary provided by the architects and are meant (o
provide approximations of appropriate sizing scenarios for the Conference Center.
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Scenario II: Conference Center

> Based on the analysis described in the following section, estimated stabilized occupancy Jevels and ADRs (in constant 1998

dollars) for the three sizing scenarios arc as follows:

Hotel Size Stabilized
ADR
Number of (in constant
Scenario Rooms Occupancy 1998 dollars)
A 169 T1% $106
B 281 69% $104
C 393 67% $100

> Given the above estimates, the recommended sizing scenario for the Hotel is approximately 281 rooms; this is based on @
combination of the following factors:

0 The set of five regional conference centers achicved an overall occupancy of 70 percent in 1998, with an associated ADR of
$138; of this set of properties, the Park Ridge Valley Forge (265 rooms) achieved the highest occupancy at an ADR ($100 -
$104) similar to that estimated for the Conference Center, significantly above the occupancy levels of the Eagle Lodge (120
rooms), the Hershey properties (900 rooms combined), and Forrestal (290 rooms).

0 Five of the seven meeting planners interviewed (71 percent) indicated typic

al sizes for large blocks of guest rooms range from

100 to 600 rooms; this indicates that in order for the Conference Center to accommodate more than one large group
1 - . . . . - - .1
simultaneously, as well as capture other segments of demand, it will require more rooms than that contained in the minimun

sizing scenario.
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Scenario II: Conference Center

0 An estimated 72 percent of total demand for the five conference centers is compriscd of overnight Group business, the
remaining 28 percent consisting of a mixture of Leisure Transient business and other demand (Commercial Transient and Bus
Tour): in order for the Conference Center to maintain a mix similar to this, and retain its capture of other demand segments
occurring at the same times as Group demand (i.c., Commercial Transient demand), it is estimated that the minimum sizing
scenario would be insufficient.

0 Although no competitive additions to supply are planned during the period under analysis, the nearby Brunswick Hotel 1s
reportedly undergoing substantial renovations and may be considering an affiliation with Scanticon (a national conference
center management company), potentially increasing its degree of competitiveness with the Conference Center (the largest
sizing scenario, with the most rooms to fill, would potentially be the most vulnerable to increases in the competitive supply).

0 Additionally, the scasonality of the Lancaster market (and its impact on Leisure and Tour Group demand), the Site’s distance
from a major international airport and urban center, and a lack of surrounding outdoor acreage necessary for amenities such as
golf and outdoor jogging, are anticipated to limit the Conference Center’s marketability to national and international markets;
this potential lack of demand from locations other than the immediate region and the local Lancaster area, indicates a higher
degree of risk with respect to the successful operation of the 393-room sizing scenario than the 281-room scenario.

0 In terms of macro-trends, according to the IACC, on average, conference centers with 250 rooms or more achicved an ADR of
* $136 in 1997, while those with 100 to 249 rooms achieved an ADR of $97.

0 Additionally, the IACC reported that conference centers with 100 to 249 rooms, and with 250 rooms or more, achieved similar
occupancies in 1997, of 68.9 percent and 67.3 percent, respectively; this combined with the above-stated ADRs yields Rooms
Revenue per Available Room (“RevPAR?”) that is significantly higher for conference centers with 250 rooms or more, than for
conference centers with 100 to 249 rooms.

In recommending the amount of conference space for the Conference Center, the properties in the regional sct were analyzed
utilizing a penetration analysis (i.e., measuring each conference center’s available conference space against overnight and day
Group demand capturéd at each property): this analysis indicated that on a per-square-foot basis, the Eagle Lodge, the Park Ridge
Conference Center, and the Forrestal Conference Center are the market Icaders in capturing Group business.
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Scenario II: Conference Center

> The range of meeting space per guest room at each of these properties is 82 to 150 square feet, respectively, with an average ol
approximately 117 square fect per guest room; based on an estimated optimal range of 105 to 115 square feet per guest room
(assuming day Group usage and some overflow of larger overnight groups to nearby hotels), the recommended total square
footage of meeting space for the Hotel at 281 rooms is approximately 31,000.

> According to discussions with nationally recognized conference center management companics, the optimal range of conference
space per guest room at a dedicated conference center is approximately 110 to 130 squarc feet, with a guest room 1o
meeting/banquet room ratio of approximately 9 guest rooms per meeting room; according to the IACC, the average number of
meeting/banquet rooms in a dedicated confercnce center was 28 in 1997.

> The recommended configuration (28 mecting rooms) for the conference space is as follows, based on penetration of utilized
space at competitive properties, the results of demand interviews, industry standards as provided by IACC, and typical
development parameters provided by nationally recognized conference center management companies:

0 13,500-square-foot ballroom divisible into three 4,500-square-foot sections

0 One 7,500-square-foot junior ballroom divisible into threc 2,500-square-foot sections
0. One 1,200-square-foot meeting room divisible into two 600-square-foot sections

0 Five 750-square-foot meeting rooms (3,750 square [eet)

0 Five 450-square-foot meeting rooms (2,250 square feet)

0 Four 325-square-foot meeting rooms (1,300 square feet)

0  Six 225-square-foot meeting rooms (1,350 square feet).
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Scenario II: Conference Center

> Based on competitive facilities, typical requirements of demand (derived through demand interviews), industry standards as
provided by IACC, and typical development parameters provided by nationally recognized conference center management
companies, recommended food and beverage outlets include two restaurants — a 120-seat threc-meal restaurant
(approximately 2,300 square feet), and a 250-seat main dining room (approximately 5,000 squarc feet); a 75-scat lobby
lounge (approximately 1,500 square feet); and an entertainment lounge, with a capacity of 150 people (approximately 2,300
square feet).

> [t is also recommended that the Conference Center contain a business center (approximately 700 square feet), a fitness center
(approximately 2,000 square feet), an indoor pool and whirlpool (approximately 1,100 square fect, not including deck), and
a gift shop (approximately 800 square feet).

> Additionally, it is recommended that the Conference Center offer the following facilities and amenitics:
0 24-hour room service;

0 In-room amenities including cable/satellite television with movies/video games available for rental, dataport, coffee makers,
irons and ironing boards, hairdryers, etc.;

0. Complimentary newspaper delivered to guest rooms;
0 Tennis court(s) and/or racquetball court(s);
0 Preferred tee-times at nearby golf course(s);

0 State-of-the-art audio-visual equipment for conferences (flip charts, slide projectors, dataports for computer-generated
presentations, microphones, overhead projectors, elc.).

> According to the JACC, a fitness club, swimming pool, and tennis courts are the most common recreational facilitics offered at
conference centers: on-site golf was offered at only 33 percent of dedicated conference centers in 1997; 2 (10 percent) of the 20
recgional demand interview respondents (corporations, associations, and meeting planners) indicated that on-site golf was a
mandatory requirement for their groups.
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Scenario II: Conference Center

Estimates of Occupancy, Average Daily Room Rate, CMP (“Complete Meeting Package”) Revenues,
and Day Group Revenues
> As stated above, the recommended sizing for Scenario 1I is approximately 281 rooms; assuming the Conference Center will open

in 2001 with 281 rooms, the following table presents estimated market occupancy from 1998 through 2005, as vs{el'l as the
Conference Center’s estimated occupancy and ADR from 2001 through 2005 (the Conference Center’s occupancy is anticipated to

stabilize in its third year of operation):

Estimated Market Occupancy, and Hotel Occupancy, ADR, and RevPAR

‘ Hotel
Market Hotel ADR* Hotel
Year - Occupancy Occupancy  (in inflated $’s) - RevPAR
1998 (Historic) 1% - - -
1999 72% - - -
2000 13% — - -
2001 68% 55% $109.22 $60.07
2002 69% 61% $118.99 $72.58
2003 70% 69% $123.15 $84.97
2004 70% 69% $127.46 $87.95
2005 70% 69% $131.92 $91.02
* ADR is inflated by an annual rate of 3.5 percent and has been discounted by 5 percent in 2001 to reflect the
property’s assumed initial-ycar discounting policies.

> Market segmentation for the Conference Center in a stabilized year of operation (2003) is estimated at 71 percent Group,13 percent
Leisure Transient, 10 percent Commercial Transient, and 6 percent Bus Tour.
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Scenario II: Conference Center

Given the supply and demand analysis summarized above, this market mix assumes the Hotel will attract both local and regional
overnight Groups based on its quality of facilities, ratc positioning, and location; the estimated percentage of demard generated by
segments other than Group is less than that of Scenario I (Full-Service Iotel), due primarily to displacement of these segments
during the weekdays and weckends by overnight Group demand (large blocks of rooms taken for multiple nights).

The estimated ADR assumes that the Hotel will achieve a premium in rate over its local competitors due to its anticipated level of
services and facilities, but will discount rate to compete effectively against its regional competitors (which have supcrior locations
near major airports, urban centers, and/or regional tourist attractions).

Additionally, estimates of ADR assume that a percentage of Group demand will consist of guests paying a CMP (“Complete
Meeting Package”) rate, including primarily guest room charges, food charges, and conference services; based on data from
comparable conference center operations in the mid-Atlantic region, and provided by nationally known conference center
management companies as well as the competitive properties, it is estimated that approximately 70 percent of overnight Group
guests will pay a CMP rate (approximately 50 percent of total occupied room nights).

Multiple occupancy at the Eagle Lodge, the Park Ridge Conference Center, the Hotel Hershey and the Hershey Lodge combil?ed,
and the Forrestal Conference Center ranged from 1.1 to 1.5 conference attendees per guest room (with an average multiple
occupancy of 1.3 attendces per guest room).

Based on the above supply data, and the Conference Center’s anticipated market mix and rate positioning, it is estimated that the
Conference Center will have a multiple occupancy factor of 1.4 attendees per occupied room, resulting in total overnight Group
attendees in a stabilized year of operation (2003) of 69,950 attendees:

50,481 total Group occupied room nights (71% total demand) x 1.4 attendees per occupied room
= 69,950 overnight group attendees

The CMP rate for the Conference Center at 281 guest rooms is estimated at $180 per guest; this estimate is based on the results of
demand interviews (which indicated CMP rates per attendee ranging from $150 to $300); CMP rates reported at the competitive
regional properties (which ranged from $170 to $279 for single occupancy); and the range of median CMP rates provided by the
IACC for dedicated conference centers in 1997 (from $160 to $265 per attendee, varying according to the type and market
orientation of the conference center); CMP revenue in a stabilized year in constant (1998) value dollars is calculated as follows:

48,965 CMP attendees (70% total overnight group attendees) x $180 per attendee = $8.813,700
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Scenario II: Conference Center

Further, CMP rates are typically allocated primarily among guest room charges, food and beverage charges, and conference
services; the allocation for the Conference Center has been estimated based on data from comparable conference center operations
throughout the mid-Atlantic region, and information provided by the IACC:

Total CMP Rate = $180
Allocation to Guest Room = 43% = $77
Allocation to Food and Beverage = 37% = $67
Allocation to Conference Services = 20% = $36

Based on the estimated multiple occupancy factor of 1.4 attendees per guest room, the average CMP rate per occupied guest room
is approximately $252 in constant (1998) dollars, with a guest room allocation of approximately $108 per occupied room:

$180 (CMP rate per attendee) x 1.4 attendees per occupied guest room = $252 (CMP rate per occupied room)
$252 x 43% (allocation to guest room) = $108 (guest room allocation per occupied room)

Average daily room rate per segment at the Conference Center in a stabilized year of operation (2003) in constant dollars 1s
estimated to be $108 for CMP Group, $100 for Non-CMP Group, $120 for Commercial Transient, $90 for Leisure Transient, and
$80 for Bus Tour; based on the Conference Center’s estimated stabilized market mix of 50 percent CMP Group, 21 percent Non-
CMP Group, 10 percent Commercial Transient, 13 percent Leisure Transient, and 6 percent Bus Tour, the overall weighted ADR
for the Conference Center is estimated at $104 in constant dollars in a stabilized year of operation.

It is estimated that day Group demand for the Conference Center will be generated only by local Lancaster sources, rather than by
regional demand generators, due to locational proximity; overnight Group demand generated by local Lancaster sources 15
estimated to represent approximately 43 percent of total overnight Group demand, or 21,625 occupied room nights, at the
Conference Center in a stabilized year of operation (2003); this is based on the Conference Center’s estimated penctration of the
local overnight Group market versus its local competitors.

Assuming a multiple occupancy factor of 1.5 for overnight groups generated by local sources (based on reported multiple
occupancy at the local group-oriented hotels), and a day Group percentage of 25 percent of local overnight Group attendces,
estimated day Group attendees at the Confercnce Center in a stabilized year of operation is 11,029 attendees:

21,625 local Group room nights x 1.5 (multiple occupancy factor) = 32.438 local overnight Group attendces
If 32,438 local overnight attendees = 75% of total local attendees, then total local attendees (100%) = 43,466
43,466 total local attendees — 32,438 local overnight attendees (75%) = 1 1,029 day Group attendees (25%)
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Scenario II: Conference Center

> According to the JACC, median day packages at conference centers (including primarily mecting room rental charge, basic
conference planning, audio-visual, coffee breaks, lunch and other miscellancous charges) range from $58 to $74 per attendee,
varying according to the type and market orientation of the center; based on day package rates reported by local demand gencrators
and competitive hotels (ranging from $15 to $20), the results of demand interviews (which indicated a price-sensitivity in the day
Group market), and the anticipated upscale facilities at the Conference Center, the day Group package rate for the Conference
Center is estimated at $30 in constant (1998) dollars.

> Applying this amount to the estimated day Group attendees presented above (11,029 attendees) results in cstimated day Group
revenues of $330,870 (in constant dollars) in a stabilized year of operation (2003).
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Scenario III: Convention Center With 393-Room Attached Hotel

> Initial findings. with respect to a Convention Center (the “Center”™) on the Site (Scenarto I1) are described below; the assumed
sizing for Scenario III would be an approximate 393-room Hotel with 61,000 square feet of conference, convention and exhibit
space; it is assumed that the first floor of the Center would consist of the space configuration recommended in Scenario 11, and that
the second floor would consist of 30,000 square feet of contiguous space as proposed by Ehrenkrantz Eckstut & Kuhn Architects
(to be utilized primarily for large trade and consumer shows). Scenario IV will be the same as Scenario 111, except with a small
hotel of 281 rooms.

> A second analysis, Scenario IV, of the Convention Center was completed with a small hotel of 281 rooms and a 61,000 squarc foot
conference, convention, exhibit space.

> Tor Scenarios III and IV, estimates of future performance for the Center were based on an analysis ol comparable
convention/exhibition facilities in the eastern region of the U.S.; extrapolated data from samples of users of similar facilities in
Pennsylvania, and the adjacent states of New Jersey and Maryland; interviews with a sample of potential sources of demand for the
Center; and Critical Success Factors typically associated with facilities of the type proposed.

Comparable Convention/Exhibition Facilities

> Comparable facilities were selected based on a combination of the following factors: size, location, space configuration, price
positioning, and quality of facilities.

> The comparable set includes the Ocean City Convention Center in Ocean City, MD; the Monroe Dome Center in Rochester, NY;
the Hickory Metrotrade Center in Hickory, NC; the Springficld Civic Center & Arena in Springfield, MA; and the Garden State
Convention & Exhibit Center in Somerset, NJ (see chart on the following page).

> Total exhibition/meeting space at the above-mentioned properties ranges from 50,300 square feet to 180,000 square feet, with the
majority ranging from 50,300 to 62,100 square feet.
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Scenario III: Convention Center With 393-Room Attached Hotel

Comparable Convention/Exhibition Centers

Facilities Profile

Total Trade Shows Average | Rental Hotel
Total Gross Annual Consumer Shows Attendance | Rate | Attached/
Total SF Exhibit Events Conventions/Conferences | Per Event/ | Per SF wl/in
Property Location Gross SF Hall (1998) Day Meetings/Banquets Event Days | (Gross) Walkin
Ocean City Convention Ocean City, MD 180,000 67,000 178 10/ 6% Trade NA /200 $0.40 No/Yes
Center 54 / 30% Consumer (not incl.
91/ 51% Conv/Conf Move
23 / 13% Meet/Banquet infout)
Monroe Dome Center Rochester, NY 62,100 | 23,000/25,000 91 23 /25% Trade
50 / 55% Consumer 3,846 /NA | $0.10 No/NA
9/ 10 % Conv/Conf.
9/ 10% Mecet/Banquet
Hickory Metrotrade Center Hickory, NC 52,000 40,000 159 9 / 6% Trade NA /256 | $0.87* | No/Yes
9 / 6% Consumer
49 / 31% Conv/Conf.
, 92 / 57% Meet/Banquet
Springfield Civic Center Springficld, MA 50,300 40,000 18 Private 9/ 50% Trade NA /NA $0.11 No/Yes
Events 9/ 50% Consumer
Garden State Convention & Somerset, NJ 72,500 62,000 67 17/25% Trade NA /NA $0.24 Yes/Yes
Exhibit Center 5/ 8% Consumer
37 /55 % Conv/Conf.
8 / 12% Meet/Banquet
Range - 50,300 — 23,000 — 18-178 3-23/6-50% 3,846 /200 | $0.10 - -
180,000 67,000 5-54/6—55% - 256 $0.87
9-91/10-55%
8-92/10-57%
NA: Not Available
* Includes associated services such as electricity, security, audio/visual, etc.
Source: Individual respondents
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Scenario III: Convention Center With 393-Room Attached Hotel

Exhibition halls (contiguous space) at the comparable properties range in size from 23,000 to 67,000 square feet, with the majority
ranging from 23,000 to 40,000 square feet.

According to primary research, the estimated number of trade shows for these centers ranged from 3 to 23 shows in 199$; the
estimated number of consumer shows ranged from 5 to 54; trade shows and consumer shows are driven by local demographic and
local business profiles.

As a percentage of total events, trade shows ranged from 6 percent to 50 percent of total events; consumer shows ranged from 6
percent to 55 percent of total events.

As a percentage of total events, the Garden State Convention & Exhibit Center caplured the highest percentage of
conventions/conferences in the set, with the Ocean City Convention Center capturing the second highest; based on the data
collected, these facilities have the largest availability of hotel rooms within walking distance, with the Garden State Center the
only facility with an attached hotel. ‘

Total events ranged from 18 to 178 events, with the smallest center capturing the least events and the largest center capturing the
most events; total event days (days of the year the center is utilized) for two respondents ranged from 200 to 256 days.

Rental rates charged per gross square foot ranged from $0.10 to $0.87, with the lower end of the range comprised of rates charge.d
for space only (not inclusive of associated services including electricity, security, audio/visual, etc.); net square fool'age 1S
comprised of space utilized only for exhibit booths, while gross square footage is comprised of total space utilized (including for
exhibit booths, aisles between rows of booths, registration, concessionaires, break-out meetings, and meals); typically, trade and
consumer shows do not require specific space for meals, with attendces responsible for their own meals.

Peak season for events at the comparable facilities typically occurs in the spring and fall, primarily during the months of March
through May, and September through November.

Trade shows at the comparable facilities typically occur during the weekdays (Monday through Friday) and consumer shows
typically occur from Thursday through Sunday, with most shows rcquiring move-in and move-out time in the beginning and end
of the period; overnight conventions and conferences (consisting of sales meetings, seminars, industry conferences, retreats, board
meetings, etc. — described as overnight group demand in Scenarios I and I1) typically occur from Monday through Thursday;
banquets and local cvents such as proms, weddings, and private partics typically occur on weekends.
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Scenario III: Convention Center With 393-Room Attached Hotel

> According to representatives of the comparable facilities, the following attributes of their facilities are the most important -to §how
planners: ample on-site parking, free parking, sufTicient hotel rooms within walking distance, proximity to airport, proximity to
restaurants, and ease of access from major highways.

> According to respondents, trade shows typically require parking capacity based on a ratio of one car per 2.3 to 2.5 attendees; for
consumer shows, the parking requirement is based on a ratio of one car per 4.5 to 4.7 attendees.

Demand Analysis

> The supply-side findings described above are supported by data from samples of users of similar facilities in Pennsylvania, New
Jersey, and Maryland, as well as interviews with poteniial sources of demand for the Center.

> The following chart presents data from 67 trade shows (“Total Sample”) which have taken place or are scheduled to take place in
Pennsylvania during the period September 1996 through May 2000 (with all except one occurring from January 1998 through May
2000), and of 23 of these shows (“Defined Sample”) which have gross space requirements of 60,000 square feet or less (assumed
most relevant to the Center).

> [t is important to note that these samples do not represent actual totals for Pennsylvania, but are relevant to presenting lhc.att'ribulcs
of shows that take place in Pennsylvania (particularly those seeking space similar to that of the Center), and o establishing the
existence of demand for facilities similar to the Center in Pennsylvania.
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Scenario III: Convention Center With 393-Room Attached Hotel

Trade Show Samples - Pennsylvania

Defined Sample -
Shows Requiring Defined Sample
60,000 SF (Gross) Variance with Total
Category Total Sample and Less Sample
Number of Shows 67 23 - 66%
Average Length of Show (Days) 3.2 3.2 ~%
Average Net Square Footage per Show 61,867 19,474 - 69%
Day :
Average Gross Square Footage per 123,734 38,948 - 69%
Show Day
Average Number of Exhibit Booths 339 145 -57%
per Show Day
Average Attendance per Show Day 5,770 2,921 -49%

Source: Ernst & Young LLP; Tradeshow Week Magazine

> The data presented above indicates that one-third of the total Pennsylvania trade show market (based on the Total Sample) would
potentially be available to the Center due to the Center’s inability to accommodate shows requiring more than 60,000 square feet
of gross space.
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Scenario III: Convention Center With 393-Room Attached Hotel

> During the approximate year-long period from December 1998 through November 1999 (a consecutive twelve-month period
extrapolated from the longer period represented above), 14 of the 23 shows in the Defined Sample occurred or are scheduled to
occur; these shows were captured by the following venues:

Capture of Shows by Venue during One-Year Period

Percent of Total

Venue Shows Captured Shows Captured
Pittsburgh Convention Center 4 29%
Pennsylvania Convention Center 3 22%
Pittsburgh ExpoMart 2 14%
Hershey Lodge and Convention Center 2 14%
Philadelphia Marriott 2 14%

Valley Forge Convention Center 1 7%

Total Shows 14 100%

Source: Ernst & Young LLP; Tradeshow Week Magazine

> Based on the Defined Sample, the average annual capture rate per show for the stated period was approximately 2.3 trade shows
per venue, with each venue capturing from 1 to 4 shows over the year-long period; as the 14 shows do not represent the total
number of shows taking place during this period, it can be assumed that the average annual capture rale per venue is actually
higher than the 2.3 trade shows derived from the Defined Sample.
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Scenario III: Convention Center With 393-Room Attached Hotel

> The following chart presents data from 72 trade shows (“Total Sample — Adjacent States

") which have taken place or are

scheduled to take place in New Jersey and Maryland during the period January 1998 through January 2000, and of 30 of these
shows (“Defined Sample — Adjacent States”) which have gross space requirements of 60,000 square feet or less; it is important {o

note that these samples do not represent actual totals for New Jersey and Maryl
shows that take place in these neighboring states (particularly those seeking space similar to that
the existence of demand for facilities similar to the Center within the region (Delaware was not inc

on its limited number of venues).

Trade Show Samples - New Jersey and Maryland

and, but are relevant to presenting the attributes of
of the Center), and to establishing
luded within the sample based

: Defined Sample —~ Defined Sample -
Total Sample | Adjacent States: Shows | Adjacent States
— Adjacent Requiring- 60,000 SF Variance with
Category States (Gross) and Less Total Sample
Number of Shows 72 30 -58%
Average Length of Show (Days) 3.0 3.1 2%
Average Net Square Footage per Show Day 46,029 15,462 - 66%
Average Gross Square Footage per Show Day 92,058 30,924 - 66%
Average Number of Exhibit Booths per 281 179 - 36%
Show Day

Average Attendance per Show Day 5,589 2913 -48%

Source: Ernst & Young LLP; Tradeshow Week Magazine

> The data presented above indicates that 42 percent of the total New Jerscy and Maryland trade show market (bascd on the Total
Sample — Adjacent States) would potentially be available to the Center due to the Center’s inability to accommodate shows
requiring more than 60,000 square feet of gross space; this ratio is higher than that of Pennsylvania, indicating a greater need for
smaller venues in the adjacent states than in Pennsylvania.
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Scenario III: Convention Center With 393-Room Attached Hotel

> During the approximate year-long period from February 1999 through January 2000 (a consecutive twelve-month period
extrapolated from the longer period represented above), 19 of the 30 shows in the Defined Sample — Adjacent States occurred or
are scheduled to occur; these shows were captured by the following venues:

Capture of Shows by Venue during One-Year Period

Shows Percent of Total
Venue Captured Shows Captured
New Jersey
Atlantic City Convention Center 3 16%
Trump Taj Mahal — Atlantic City 2 11%
Tropicana Hotel and Casino — Atlantic City 1 5%
Ocean Place Hotcl — Long Branch 1 5%
East Brunswick Hilton — East Brunswick 1 5%
Subtotal — New Jersey 8 42%
Maryland
Baltimore Convention Center 8 42%
Ocean City Convention Center 2 11%
Baltimore Marriott 1 5%
Subtotal — Maryland 11 358%
Total Shows 19 100%

Source: Ernst & Young LLP; Tradeshow Week Magazine

> Based on the Defined Sample — Adjacent States, the average annual capture rate per show for the stated period was approximately
2.4 trade shows per venue, with each venue capturing from 1 to 8 shows over the year-long period; as the 19 shows do not
represent the total number of shows taking place during this period, it can be assumed that the average annual capture rate per
venue is actually higher than the 2.4 trade shows derived from the Defined Sample.
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Scenario III: Convention Center With 393-Room Attached Hotel

> The following chart presents the results of demand interviews completed with meeting planners and associations that represent

shows in the Defined Samples (occurring in Pennsylvania and Maryland).

Demand Interviews - Representative Trade Shows

Number of | Hotel Rooms | Hotel Rooms Length of Total Room
Attendees Needed Per Attendee Overnight Nights
Show Venue Per Day Per Day Per Day Stay (Nights) Generated
Unite Expo Valley Forge Convention Center 300 300 1.0 3 900
Groom Expo Hershey Convention Center 2,000 425 0.21 4 1,700
Pittsburgh/Phil. Plant Engineers Pittsburgh/Phil. Convention 3,000 150 0.05 3 450
Center
Custom and Toll Manufacturers Baltimore Convention Center 900 250 0.28 750
PA School Board Association Hershey Convention Center 1,100 575 2,300
League of American Cyclists This year in Louisville, KY, 2,000 950 0.48 3,800
Saratoga Springs, NY, Sonoma
County, CA; Looking for PA
location for 2000
International Creative Events Baitimore Convention Center 2,000 100 0.05 4 400
Trade Show 1
Three Rivers Dental Pittsburgh Convention Center 2,000 90 0.05 3 270
Association
Average - 1,663 355 0.21 3.5 1,321
Source: Individual respondents
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Scenario III: Convention Center With 393-Room Attached Hotel

Demand Interviews - Representative Trade Shows (Continued)

Space Rental
Hotel Room | Hotel Rooms | Gross Space Revenue Space Rental
Rate Revenue Per Rented (SF) Price Per SF Generated Revenue Per | Would Consider
Show (Room Only) Show Per Day (Gross) Per Day Show Using Center?
Unite Expo $100 $90,000 40,750 0.96 $39,120 $117,360 Yes
Groom Expo 5118 $200,600 55,000 0.36 $19,800 $79,200 Yes
Pittsburgh/Phil. Plant $90 $40,500 51,500 0.59 $30,385 $91,155 No
Engineers
Custom and Toll ) $91 $68,250 30,000 0.67 $20,000 $60,000 No
Manufacturers
PA School Board Association $91 $209,300 20,000 0.59 "$11,800 $47,200 Yes
League of American Cyclists $70 $266,000 30,000 0.58 $17,400 $69,600 Yes
International Creative Events $125 $50,000 65,000 0.38 $24,700 $98,800 No
Trade/Consumer Show
Three Rivers Dental $90 $24,300 22,000 0.95 $21,000 $63,000 Yes (for PA House
Association of Delegates Migs.
- 370 people)
Average 390 $118,619 39,281 0.59 $23,026 $80,590 63% Yes/37% No

Source: Individual respondents

> The respondents listed above reported the following prioritics in choosing a venuc: the area’s critical industry concentration (i.¢.,
there must be a sufficient demand base), demographics of the area, population of the area, venuc rental price, size and
configuration of space, availability of proximate hotel accommodations (typically within a 2-mile radius of the venuc), adequalc
parking, proximity to an airport, accessibility from major highways, case of move-infout for exhibitors, adequate sound system,
design attributes of the facility (e.g., restroom location, carpeted versus concrete exhibit hall floor, flexibility ol space, ctc.),
availability of non-union labor, and locational amenities and attractions.
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Scenario III: Convention Center With 393-Room Attached Hotel

A first priority -for several of the respondents was the area’s industry concentration; according to show organizers, if the location
does not meet certain criteria with respect to the concentration of businesses targeted by a particular trade show, the likelihood of
achieving successful attendance levels is limited.

The second most important factor for several of the respondents was population basc; for example, the organizers of the Pittsburgh
Plant Engineers Show indicated that they will not consider a city with a population of less than 250,000, or an area with a
population of less than 1 million within a 75-mile radius of the venue.

Consumer shows seek higher-income growth areas with locations having adequate parking and accessibility.

Typically, the shows listed above occur annually or bi-annually, in the spring and fall months, and take place during the weekdays
(Monday through Thursday).

Of the 8 respondents to the demand interviews, 5 (63 percent) indicated they would potentially utilize the Center as proposed
(assuming other criteria, such as price, are satisfied); the show planners who would not consider utilizing the proposed facility
cited Lancaster’s lack of industry concentration (with respect to the show’s target market) and/or insufficient population
base/demographics, and distance from a major airport as the primary disqualilying factors.

Factors cited as favorable by show organizers rcgarding the Center included Lancaster’s central location, proximity to Harrisburg,
and proximity o Harrisburg Airpor(; availability of attached hcadquarters hotel; availability and configuration of break-
out/meeting space; locational amenities including scenic countryside; dissatisfaction with facilities currently used due to
inadequate design and dated facilities; and the Center’s new facilities (although it would be nccessary for the Center to overcome
planner loyalty to facilities currently used, and a reluctance to separate shows [rom venues that have become a component of the
show’s identity).

The above trend also indicates that significant marketing efforts would be necessary for the Center to potentially capture a portion
of existing shows from regional competitors, as well as create new trade and consumer shows.
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Scenario III: Convention Center With 393-Room Attached Hotel

National Trends

> According to the Center for Exhibition Industry Research in Chicago, square footage leased for exhibitions in the United States. has
grown by approximately 6 to 7 percent annually over the past several years; according to Tradeshow Week Magazine, combined
hotel and convention space grew at an annual rate of approximately 5.3 percent from 1990 through 1997.

> Although the above statistics indicate recent growth in demand has outpaced growth in supply, the national total of mectings and
shows has remained largely unchanged in recent years (according to the Pioneer Institute for Public Policy Research in BO;thl);
this indicates that growth in square footage leased for exhibitions has resulted primarily from increases in the size of existing
events, rather than the creation of new events.

> According to the Center for Exhibition Industry Research, there are currently approximately 200 trade shows per year in the United
States that occupy space of 55,000 square [eet or less, and that rotate cities from year lo year (this is considered the Center’s
potential “national” market of trade shows); according to Tradeshow Week Magazine's Major Exhibit Hall Directory 1998, there
are 218 venues in the U.S. that can accommodate shows requiring 55,000 square fcet or less.

> The above macro-trend is supported by information gathered in demand interviews with the regional associations and cvent
planners listed above; respondents indicated concern that the Center would potentially be too small for their events in the near
future due to anticipated growth in attendance levels.

> It is anticipated that significant marketing efforts would be necessary for the Center to potentially capturc a portion of the national
market of shows (described above) from the 218 venues currently accommodating this market.

Regional Projects Proposed or Under Construction

> According to the Blair County (Pennsylvania) Convention Center & Sports Facility Authority (“CCSFA™), construction of a
90,000-square-foot convention center in Altoona (approximately a 2.5-hour drive west of Lancaster) is anticipated to begin in
January 2000; the center is anticipated to have a 500-car indoor parking garage plus outdoor parking, 65,000 square feet of exhibit
space, the capacity for the addition of an attached hotel, and a maximum sit-down event capacity of approximately 2,500 people;
the center is anticipated to be completed in late summer 2001.
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Scenario III: Convention Center With 393-Room Attached Hotel

> According to the Allegheny Mountains Convention & Visitors Bureau (*AMCVB™), who are responsible for administration of the
new center, more than fifty groups have already made commitments to hold events at the convention center over the next SiX years;
the AMCVB is targeting multiple-day events that require use of the entire facility, and reports that the events which have already
been booked are a mixture of new business and recaptured events which had been lost (primarily to venucs in Pittsburgh and
Harrisburg) as they outgrew Altoona’s existing facilities (primarily hotel meeting facilities).

> The information reported by the AMCVDB regarding pre-opening bookings indicates the existence of demand for a new 90,000-
square-foot convention center in central Pennsylvania; the proposed Blair County Convention Center is anticipated to compete
directly with the proposed Center in Lancaster.

Estimates of Events, Attendance, Hotel Occupancy and Average Room Rate, and Associated
Revenues

> As stated earlier, the recommended sizing for the Hotel in Scenario I is approximately 393 rooms to support the proposed 61,000
square feet of conference, convention and exhibit space; it is assumed that the first floor of the Center would consist of the space
configuration recommended in Scenario I1 (slightly larger than the original 24,000 square fect of space proposed by Ehrenkrantz,
Eckstut & Kuhn), and that the second floor would consist of 30,000 square feet of contiguous space (to be utilized primarily for
large trade and consumer shows). '

> The maximum number of hotel rooms (according to the Conceptual Program Summary) is recommended in this Scenario based on
the number of rooms anticipated to be required during large events (as indicated {rom the results of demand interviews), and on the
lack of hotel rooms (other than the Proposed Hotel and the Brunswick Hotel) within walking distance of the Center.
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Scenario III: Convention Center With 393-Room Attached Hotel

> Based on the analysis of critical success factors (discussed later in this report) in conjunction with a benchmarking analysis of

comparable convention facilities located in the eastern United States, the following performance assumptions have bcen estimated

for the Center:

Assumptions for Center

Estimated Attendance per Show Day:

Estimated Guest Rooms Required per Attendee:
Estimated Occupied Rooms per Show Day:
Estimated Center Capture of Rooms per Show Day:

Average Length of Stay (“ALOS™):

Occupied Room Nights per Show:

Estimated Center Capture of room nights per show:

Estimated Room Rate (1998$) for Guest Room Only (Sgl. or Dbl.):
Estimated Rooms Revenue Per Show:

Estimated Gross Space Rental per Show Day:

Estimated Average Rental Rate (1998$) per Square Foot (inclusive of services):

Estimated Exhibit Hall Rental Revenue per Show Day:
Estimated Exhibit Hall Rental Revenue per Show:

Estimated Number of Shows Year 1:
Estimated Number of Shows Year 2:
Estimated Number of Shows Year 3 (Stabilized):

Estimated Number of Large Day Groups per ycar Due to Incremental Space:
Estimated Attendance for Large Day Groups:

Estimated Rate per Attendee (1998$):

Estimated Additional Day Group Revenue Due to Incremental Space (19988%):
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2,000 attendees and exhibitors

0.20

400 (2,000 attendees x 0.20)

75% of available rooms )

(393 available rooms x 75% =295 occupied rooms)
3.5 nights .

1,400 (3.5 nights x 400 occupied rooms)

1,033 (3.5 nights x 295 occupied rooms)

$90.00

$92,925 (1,033 room nights x $90)

40,000 squarc feet
$0.60

$24,000 (40,000 square fcet x $0.60)
$84,000 ($24,000 x 3.5 day ALOS)

"4 (2 Trade, 2 Consumer)

8 (3 Trade, 5 Consumer)
12 (5 Trade, 7 Consumer)

1

2,000
$40
$80,000
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Scenario III: Convention Center With 393-Room Attached Hotel

> In the preceding assumptions, an additional 2,000 attendees have been added to total day group attendees derived in Scenario 11,
due to the anticipated capture of one large day group per ycar by the Center’s incremental space.

> It1s important to note that estimated occupied room night per show for the Center assumes a maximum occupancy contribution per
show of 75 percent of available rooms, due to the cxistence of additional hotcls within the market, as well as yicld management,
which would require that not all guest rooms be blocked for show attendees.

> The following chart presents the estimated demand build-up for the Center from 2001 through 2003 (assumed stabilized year of

operation):

Estimated Demand Build-Up - Lancaster Convention Center

Percent of
2001 2002 2003 Total

Trade Shows 2 3 S 42%
Consumer Shows 2 5 7 58%

Total Shows 4 8 12 100%

Occupied Room Nights due to Shows 4,127 8,253 12,380 --
Trade Show Attendance 14,000 21,000 35,000 21%
Consumer Show Attendance 14,000 35,000 49.000 29%
Overnight Conference/Convention
Attendance (Overnight Group 53,091 61,959 69,950 42%
Attendance from Scenario IT)
Day Group — Local Meeting/Banquet
Attendance (from Scenario II plus 2,000 11,545 12,348 13,029 8%
due to one large day group)

Total Attendance 92,635 130,308 166,979 100%
Source: Ernst & Young, LLP
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Scenario III: Convention Center With 393-Room Attached Hotel

> Withre 10 . of o . .
o esti;{;gélo tthe;;lached Hotel, market segmentation of demand (occupied room nights) in a stabilized year of operation (2003)
o a o percent CMP. Confercn.cc/Convcmion, 18 percent Non-CMP Conference/Convention, 15 percent
sumer Show, 11 percent Leisure Transient, 9 percent Commercial Transient, and 5 percent Bus Tour.

p>= OCC . . . .
incr::])]e;r;ct:yl for thc? Hotel is estlmated. at 58 percent in a stabilized year of operation based on a room count of 393 units and the
al overnight demand (occupied room nights) over Scenario I1 generated by the 30,000-square-foot exhibit hall.

> i - '
bA;/;rla(g);; ?g;l)é;?{?)m(}lraotz pe}rB 1s.(e)%rrfl_‘ent at the Center in a stabilized' year of operation (2003) in constant (1998) dollars is estimated to
Lo or S O $18)b o orTNor-l-CMP Group, $90 for lrf"xdc/Consumcr Show, $120 for Commercial Transient, $90 for
o s , 2 30 for Bus our; based on the Cen.ter’s estimated stabilized market mix, the overall weighted ADR for the
ence Center is estimated at $102 in constant dollars in a stabilized year of operation.
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Scenario IV: Convention Center With 281-Room Attached Hotel

> Initial findings with respect to a Convention Center (the “Center”) on the Site (Scenario IV) are described below; the assun.]e'd
sizing for Scenario IV would be an approximate 281-room Hotel with 61,000 square feet of conference, convention and exhibit
space; it is assumed that the first floor of the Center would consist of the space configuration recommended in Scenario 11, anq that
the second floor would consist of 30,000 square feet of contiguous space as proposed by Ehrenkrantz Eckstut & Kuhn Architects
(to be utilized primarily for large trade and consumer shows).

Estimates of Events, Attendance, Hotel Occupancy and Average Room Rate, and Associated
Revenues

> Scenario IV assumes the same development parameters with respect to the Conference/Convention Center discussed in Scenario |
111, other than the attached Hotel. The Hotel in this scenario is assumed to be 281 rooms.

> The smaller room count in this Scenario versus Scenario I11 results in higher stabilized occupancy level for the Hotel in 2003 of 72
percent versus 58 percent in Scenario I11.

> Additionally, the smaller room count in this scenario results in a decrease in available rooms within walking distance of the Center.
Although this results in diminished marketability for the Center, thus a lower number of large shows captured per year yCrSllS
Scenario I11, it yields an increased capture of room nights generated by the Center for surrounding hotels, due to greater spillover
of room nights from the Hotel in this scenario versus Scenario TI1.

> Due to seasonality, capacity constraints at the Hotel during peak periods of demand, and market demand segments that occur
simultancously, it is estimated that large shows captured at the Center will result in additional unaccommodated demand (11911—
show demand) as other market segments are displaced by larger shows, approximately 3,077 room nights in 2003 and therealter;
this unaccommodated demand is anticipated to be absorbed by surrounding hotels.
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Scenario IV: Convention Center W.;lth 781-Room Attached Hotel

> Based on the analysis of critical success factors, in conjunction with a benchmarking analysis of comparable convention facilities

located in the eastern United States, the following performance assumptions have been estimated for the Center under Scenario I'V:

Assumptions for Center

Estimated Attendance per Show Day:

Estimated Guest Rooms Required per Attendee:
Estimated Occupied Rooms per Show Day:
Estimated Center Capture of Rooms per Show Day:

Average Length of Stay (“AT.OS™):
Occupied Room Nights per Show:
Estimated Center Capture of room nights per show:

Estimated Room Rate (19988$) for Guest Room Only (Sgl. or Dbl.):
Estimated Rooms Revenue Per Show:

Estimated Gross Space Rental per Show Day:

Estimated Average Rental Rate (19988) per Square Foot (inclusive of services):

Estimated Exhibit Hall Rental Revenue per Show Day:
Estimated Exhibit Hall Rental Revenue per Show:

Estimated Number of Shows Year 1:
Estimated Number of Shows Year 2;
Estimated Number of Shows Year 3 (Stabilized):

Estimated Number of Large Day Groups per year Due to Incremental Space:
Estimated Attendance for Large Day Groups:

Estimated Rate per Attendee (19988%):

Estimated Additional Day Group Revenue Due to Incremental Space (1998%):
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Scenario IV: Convention Center With 281-Room Attached Hotel

> The following chart presents the estimated demand build-up for the Center from 2001 through 2003 (assumed stabilized year of

operation):

Estimated Demand Build-Up - Lancaster Convention Center

Percent of
2001 2002 2003 Total

Trade Shows 1 2 3 33%
Consumer Shows 2 4 6 67%

Total Shows 3 6 9 100%

Occupied Room Nights due to Shows 2,213 4,426 6,639 --
Trade Show Attendance 7,000 14,000 21,000 14%
Consumer Show Attendance 14,000 28,000 42,000 29%
Overnight Conference/Convention
Attendance (Overnight Group 53,091 61,959 69,950 48%
Attendance from Scenario II)
Day Group — Local Meeting/Banquet
Attendance (from Scenario I1 plus 2,000 11,545 12,348 13,029 9%
due to one large day group)

Total Attendance 85,635 116,308 145,979 100%

Source: Ernst & Young LLP

> With respect to the attached Hotel, market segmentation of demand (occupied room nights) in a stabilized ycar of operation (2003)
is estimated at 45 percent CMP Conference/Convention, 19 percent Non-CMP Conference/Convention, 9 percent Trade/Consumer

Show, 12 percent Leisure Transient, 10 percent Commercial Transient, and 5 percent Bus Tour.

69 Ell FRNST & YOUNG LLP

FROM THOUGHT TO FINISIL™



Scenario I'V: Convention Center With 281-Room Attached Hotel

> Qccupancy for-th§ Hotel is estimated at 72 percent in a stabilized year of operation based on a room count of 281 units and the
incremental overnight demand (occupied room nights) over Scenario 11 generated by the 30,000-square-foot exhibit hall.

> Average daily room rate per segment at the Center in a stabilized year of operation (2003) in constant (1998) dollars is estimated to
be -$1()8 for CMP Group, $100 for Non-CMP Group, $90 for Trade/Consumer Show, $120 for Commercial Transient, $90 for
Leisure Transient, and $80 for Bus Tour; based on the Center’s estimated stabilized market mix, the overall weighted ADR for the
Conference Center is estimated at $102 in constant dollars in a stabilized year of operation.
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Critical Success Factors

> In analyzing demand for the Center, the potentia
governing utilization, attendance, competitive and fin

| market was analyzed based on 23 leading Critical Success Factors (“CSI's™)
ancial performance of convention centers. These factors were identified

based on research related to meeting planner preferences for conventions, trade shows, and consumer shows. For the purposes of
this analysis, each of the CSFs has been assessed in terms of potential strengths, weaknesses or developmental needs based on l!uc
combined results of interviews with competitive properties within the region, comparable convention centers, and potential
demand generators. The list of 23 leading CSFs includes the following:

0

0

Proposed convention facilities

Road access from major feeder markets
Air access

Cultural, arts and entertainment attractions
Tourist attractions

Surface transportation

Perceived costs to attendees

Climate conditions

Population

Industry concentration

Organizational infrastructure (for conventions, trade and
consumer shows, and tourism)

Market image for meetings/conventions/trade and
consumer shows
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0

0

Seasonality factors influencing demand
llistorical demand for lodging/mecting facilities
Accommodations/hotel room supply

Quality services (convention/hospitality related)
Supporl services

Perceived event costs

Area infrastructure

Scheduling flexibility

Marketing infrastructure

Public safety

Other quality-of-life issues
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Critical Success Factors

> From the list of 23 factors identified as critical to-the success of convention/events market performance, Lancaster’s potential
competitive strengths and weaknesses (relative to its regional competition) as a destination for large events have been rated as
follows:

Factors Assessed as Competitive Strengths
0 Perceived costs to attendees
0 Perceived event costs

0 Road access from major feeder markets

Factors Assessed as Neutral (neither a strength nor a weakness)

0 Proposed convention facilities

¢  Tourist attractions

0  Surface transportation

¢ Climate conditions

0 Organizational infrastructure (for conventions, trade and consumer shows, and tourism)
0 Seasonality factors influencing demand

0  Accommodations/hotel room supply

0  Quality services (convention/hospitality related)

0 Support services
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Critical Success Factors

Area infrastructure
Scheduling flexibility
Marketing infrastructure

Public safety

Factors Assessed as Competitive Weaknesses

0

0

Alr access
Cultural, arts and entertainment attractions

Population

Industry concentration

Historical demand for lodging/meeting facilities
Market image for meetings/conventions/trade and consumer shows

Other quality-of-life issues
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Critical Success Factors

> The following points present rationale for the CSF groupings listed above:

Competitive Strengths

0 Focus primarily on perceived cost savings associated with booking and attending an event in Lancaster versus other locations
in Pennsylvania (including Philadelphia, Pittsburgh, and Hershey).

0 The Center’s location in central Pennsylvania provides it with a potential competitive advantage in terms of easc of access by
road from several major population centers (i.e., Philadelphia, Harrisburg, and Baltimore), versus only a single population
center.

Neutral Factors

0 While the Center is anticipated to possess competitive advantages due 1o its new, well-designed facilities, its anticipated size
significantly limits its potential market (based on the percentage of shows in Pennsylvania and neighboring states requiring
venues with more than 61,000 square feet of gross space).

0 The Center’s advantage with respect to including an attached, upscale full-service hotel (estimated to be of sullicient size to
* capture a portion of lodging demand gencrated by large shows and conventions), is offset by a lack of hotels within walking
distance of the Center (other than the Brunswick Hotel) to capturc spillover demand.

Competitive Weaknesses

0 The Center’s distance from a major airport and urban center (with associated cultural, arts and entertainment attractions) limits
its marketability to national shows and conventions, as well as 1o a portion of the regional market.

0 A limited population base relative to competitive iocations such as Philadelphia and Pittsburgh (population is indicative of a
venue's ability to attract consumer/trade show attendecs).

0 A limited industry concentration relative to Pennsylvania’s major urban centers (industry concentration is indicative of a
Jocation’s attractiveness to trade show organizers).
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Critical Success Factors

0

Exhibited seasonality and rate-sensitivity of demand for lodging facilities in Lancaster.

A lack of exhibited turnaway demand (lost business) in the Lancaster market based on discussions with representatives of the
Pennsylvania Dutch Convention & Visitors Bureau and several of Lancaster’s group-oriented hotels (the Lancaster Host
reported an annual utilization of its 29,540-square-foot exhibit hall of 35 — 40 percent, and the Best Western Eden Resort and
Conference Center reported that it does not receive inquiries for contiguous space of 30,000 square feet — its maximum
capacity is approximately 700 people, and it typically capturcs 10 events annually ranging in size from 300 — 700 people).

A lack of market image for conventions, trade shows, and consumer shows relative lo locations and venues that are well-
established.

The Center’s location in downtown Lancaster, which is characterized in part by urban deterioration.

In addition to the Center’s potential strengths and weakness, an analysis of identified opportunities and threats that might affect
future performance was conducted:

Opportunities

0

. Based on discussions with representatives of the Lancaster Chamber of Commerce and Industry, the Chamber estimates that it

would sponsor approximately five to six large events per year (primarily shows lasting up to three days plus a two-day move-
infout period) within three to four years after the Center opens.

According to the Chamber, the historic appeal of the area would enhance the Center’s ability to capture sufficient attendees for
consumer shows, including antique shows, craft shows, ete.

According to the Chamber and representatives of the Willow Valley Inn, some of the religious events typically hosted at the
Willow Valley Inn are outgrowing the capacity there and are secking a larger venue.
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Critical Success Factors

0 Larger events (over 900 attendees) cited by the Chamber as currently generated by local Lancaster sources that would
potentially utilize the Center include: The Lancaster Chamber Annual Dinner (ranges in size from 1,000 to 2,000 people,
currently accommodated at the Hershey Lodge and Convention Center, duration is onc night); The Business Expo (requires
50,000 square feet of exhibit and break-out space, currently accommodated at Franklin & Marshall College, duration is two
days); and the Quilt Show (approximately 100,000 attendees during a one-week period, requires 50 — 60 hotel rooms,
previously accommodated at the Host but is currently sceking new venue).

0 The Lancaster Host captures approximately 10 — 12 large events per year (primarily trade/consumer shows and conventions,
with capacities of over 1,000 people).

0 Assuming aggressive marketing and promotional strategies are employed by the Conference/Convention Center, Pennsylvania
Dutch Convention and Visitors Bureau and the Lancaster Chamber of Commerce and Industry, as well as other local entities,
the Center would potentially have the ability to attract regional event planners, and thus capture a portion of the large trade
shows represented carlier in this section; additionally, the Center’s proximity to densc population centers and accessible
location in central Pennsylvania may enable it to capture the attendance levels critical for successful consumer and trade
shows.

0 The Center’s new, well-designed facilities and attached upscale Hotel would potentially provide it with competitive advantages
" against some of its regional competitors.

0 Current proposals for downtown redevelopment including retail revitalization, evening entertainment, improvements to traffic
flow and signage, and increased parking could revive the image of downtown Lancaster as a destination.

Threats

0 According to representatives from the Lancaster Host, state association/convention business has decreased in recent years, with
many groups combining to form a single annual event (and thus requiring larger venues).

0 National trends corroborate the above observation, with the number of large events remaining constant, but attendance at the
events increasing.
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Critical Success Factors

This indicates that with the addition of the new convention center supply to the region (i.e., the Altoona Convention Center as
well as the Lancaster Center), a decreasing demand base of events secking smaller venues (such as the Center) will be diluted
among the supply; the Center would compete for these events primarily with well-established facilities with superior locations,
and existing client relationships.

Although the development of the largest hotel scenario is considered essential to capturing large overnight events, the limited
frequency of these events may result in prolonged periods of low occupancy for the Hotel; therefore, the 281-room scenario
may be more economically viable.

According to local market participants, Hershey’s recent expansion (200 gucst rooms and 32,000-square feet of exhibition
space added in the summer of 1998) has not resulted in an increased capture of national groups for the property (as anticipated)
but an enhanced marketability to state and regional associations and events; increasing its competitiveness with Lancaster’s
group-oriented properties.

Additionally, the addition of a 90,000-square foot convention center in Altoona is anticipated to dilute the demand base for
regional events seeking space similar to that offered by the Center; the Altoona facility is anticipated to be directly competitive
with the Center.

‘According to the Pennsylvania Dutch Convention & Visitors Bureau, the following threats exist with respect to the
development of the Center:

= Due to seasonality, the majority of the hotels in Lancasler are at or near capacity during peak-season; this would result in a
Jack of hotel rooms for Center attendees from late-spring until fall.

w The disparity in quality level between the Proposed Hotel and the other Lancaster facilities would be significant and
adversely affect large events seeking to place attendecs in similar accommodations.

5 Meeting planners are not familiar with Lancaster as an event destination.

& There are currently insufficient amenities (restaurants, retail, recreation, etc.) and parking in downtown Lancaster (0
support the development of a 61,000-square-foot convention center (i.c., to service the needs of large numbers ol
attendees).
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Summary Comparison

> The following factors can be combined and analyzed in order to rank the above Scenarios, based on the market analysis:
0 Estimated attendance levels generated by meetings, banquets, conferences, conventions, and consumer/trade shows
0 RevPAR for the Hotel (Rooms Revenue per Available Room = occupancy rate X average daily room ratc)
0  Occupied room nights captured by the IHotel
0 Rooms revenue generated by the Hotel

0 Associated revenues generated by the Conference/Convention Center including Complete Meeting Package (“CMP”) revenue,
space rental revenue, and day group revenue.

> Analyzed within the context of Lancaster Campaign’s overall goals and objective, the above factors indicate that Scenario IV is the
most appropriate of the development Scenarios to investigate further, based on the market information pathered to date. It is
important to note that this does not take into account the estimated costs associated with the development of each Scenario,
the financial feasibility or the anticipated returns.

> Future phases of this engagement would include cash flow analysis and financial modeling of the selected Scenario and an
economic impact analysis.

> As part of Phase II, it will be necessary to analyze the potential financial gap for both the Hotel and Conference/Convention Center
facilities to determine the extent to which a public/private partnership will be required.

78 El] ERNST & YOUNG LLP

FrROM THOUGHT TO FINISH.



Summary Comparison

The tables on the following pages present estimates of future performance for Scenario 1 (Full-Service Hotel), Scenario I
(Conference Center), Scenario 111 (Convention Center with 393-room hotel), and Scenario IV (Convention Center with 281 room
hotel); it is important to note that additional revenues such as those generated by the Hotel's food and beverage outlets and other
operated departments, and by retail leases have not been included in these tables.

It is important to note that although RevPAR is estimated to be lower for the Conference/Convention Center scenarios than for
Scenario I (Full-Service Hotel), the potential for additional revenues for the Conference/Convention Center scenarios due to CMP
business is significant; according to nationally recognized conference center management companics, this “captive revenue” due to
CMP business (“locked in” due to the CMP rate, as opposed to “discretionary” at typical full-service hotels) supports development
of this type of highly specialized lodging product (requiring management expertise and sophisticated marketing strategies).

Additionally, although the estimated occupancy rate is less for Scenario 11 (Hotel and Conference Center) than Scenario (F.u.ll—
Service Hotel), Scenario 11 is estimated to capture significantly more occupied room nights as a result of its larger size and ability
to capture large groups simultaneously.

The incremental room night demand captured in Scenario IIT above Scenario 11 is limited based on the limited anticipated impact
of trade/consumer shows on Hotel occupancy; additionally, incremental rooms revenue for Scenario 111 over Scenario Il is also
limited based on the limited gain in occupied rooms and an anticipated decrcase in ADR (duc to the capture of low-rated
Consumer/Trade Show business); the occupancy rate under Scenario III decreases due to the limited increase in occupied rooms
relative to the increase in the size of the Iotel.
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Summary Comparison

Scena

rio Comparison

169-Room Full-Service Hotel

Scenario |

Estimated Rooms CMP*

Annual Occupied  Revenue Revenue Day Group
Year Occupancy ADR RevPAR Room Nights (000’s) (000’s) Revenue
2001 59.4% $113.75 $67.56 36,641 $4,167 - $186,580
2002 66.3% $124.36 $82.42 40,897 $5.,086 - $206,910
2003 73.1% $129.11 $94.39 45,091 $5,822 - $227,672
2004 73.1% $133.67 $97.71 45,091 $6,027 - $235,641.
2005 73.1% $138.37 $101.15 45,091 $6,239 - $243,888

* CMP Revenue less rooms allocation; all revenue inflated by 3.5% annually; ADR discounted by 5%
to enhance compeltitive position.

in initial year to reflect discounting policies

Scenario 1I
281-Room Conference Center
Estimated Rooms CMP*
Annual Occupicd  Revenue Revenue Day Group
Year Occupancy ADR RevPAR Room Nights (000°s) (000°s) Revenue
2001 55% $109.22 $60.07 56,411 $6,161 $4,228 $317,470
2002 61% $118.99 $72.58 62,565 $7,445 $5,106 $356.,251
2003 69% $123.15 $84.97 70,770 $8,715 $5,967 $392,961
2004 69% $127.46 $87.95 70,770 $9,020 $6,209 $406,714
2005 69% $131.92 $91.02 70,770 $9,336 $6,461 $420,949

* CMP Revenue less rooms allocation; all revenue inflated by 3.5% annually; ADR discounte

requirements.

80

d by 5% in initial year to reflect discounting policies
to enhance competitive position; Day Group Revenue reflects utilization of the conference/meeting space without overnight lodging
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Summary Comparison

Scenario III
393-Room Convention Center
Estimated Rooms CMP* Day Exhibit Hall
Annual Occupied  Revenue Revenue Group Rental

Year Occupancy ADR RevPAR Room Nights (000°s) (000’s) Revenue Revenue
2001 42% $107.07 $45.19 60,247 $6.,482 $4.,228 $405,238 $372,530
2002 49% $116.65 $57.59 70,288 $8,2061 $5,106 $447,091 $771,197
2003 58% $120.73 $69.98 83,198 $10,039 $5,967 $493,677  $1,197,189
2004 58% $124.96 $72.43 83,198 $10,390 $6,209 $510,955  $1,239,091
2005 58% $129.33 $74.97 83,198 $10,754 $6.461 $528,839  $1,282,4560

¥ CMP Revenue less rooms allocation; all revenue inflated by 3.5% annually; ADR discounted by 5% in initial ycar to reflect discounting policies to enhance
competitive position; Day Group Revenue reflects utilization of the conference/meeting space without overnight lodging requirements.

Scenario 1V
281-Room Convention Center
Estimated Rooms CMP* Day Exhibit Hall
, Annual Occupied Revenue Revenue Group . Rental
Year Occupancy ADR RevPAR Room Nights (000°s) (000’s) Revenue Revenue
2001 57% $107.84  $61.64 58,624 $6,322 $4,228 $405,238 $278,698
2002 65% $117.48  $76.74 66,991 $7.870 $5,106 $447,091 $578,351
2003 72% $121.60  $91.77 74,332 $9,039 $5,603 $493,677 $897,890
2004 2% $125.85  $94.98 74,332 $9,355 $5.832 $510,955 $929,317
2005 2% $130.26  $98.31 74,332 $9,682 $6,071 $528,839 $961,842

* CMP Revenue less rooms aflocation; all revenue inflated by 3.5% annually; ADR discounted by 5% in initial year to reflect discounting policies to enhance
competitive position; Day Group Revenue reflects utilization of the conference/meeting space without overnight lodging requirements.

Source: Ernst & Young LLP
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Cash Flow Estimates and Analysis

Industry statistics from comparable lodging and conference/convention center facilities, the Project’s anticipated facilities, and the
performance and revenue estimates presented in the previous market analysis component, provide the basis for income and
expense estimates incorporated into the five-year cash flow estimates for the Proposed Hotel and Conference/Convention Center.

281-Room Proposed Hotel

> 1997 data from the Smith Travel Rescarch Tlost Report provided comparable income and cxpense estimates for propertics based
on rate positioning, market orientation, facilities, location, and size ol property. ‘These propertics are all located in Pennsylvania,
and range in sizc from 223 to 286 rooms, and in 1998 published room rates from $107 to $170. They include the Embassy Suites
Pittsburgh International Airport, the Hotel Hershey, the Marriott Philadelphia West, and the Radisson Penn Harris Hotel in
Harrisburg.

> QOperating statements for similar upscale, chain-alfiliated lodging facilitics located in Pennsylvania and New Jersecy werc also
obtained and analyzed (1998 data); these facilities are not the same hotels included in the Host Report compilation mentioned
above. The income and expense relationships displayed by these various sources are summarized in Exhibit 1 of this section.

> The assumptions utilized in developing cstimates of cash {low for the Hotel are presented in Exhibit I1; five-year inflated cash .ﬂow
estimates for the Hotel are presented in Exhibit III (inflation is estimated to occur at an annual rate of 3.5 percent for all associated
revenues and expenses throughout the five-year period).

> Certain line items in the five-ycar estimate of cash {low require further description duc to their unique nature as defined by the
Project.

» Rooms revenue is based on occupancy and ADR cstimates presented in the previous market analysis component; occupancy and
ADR are estimated to be 72 percent and $102 (in 1998 dollars) in a stabilized year of operation, resulting in annual room revenuc
of approximately $7.5 million.
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Cash Flow Estimates and Analysis

> TFood and beverage revenues range from $28 to $89 per occupied room within the comparable data, with properties at the higher

end recording revenue from several food and beverage [acilitics on site. The Proposcd Hotel's anticipated revenues will be derived
from the facilities outlined in the development program for Scenario IV (a 120-scat threc-mcal restaurant, a 250-seat main dining
room, a 75-seat lobby lounge, and an entcrtainment lounge), and be generated by overnight guests, local residents, and day visitors
{o Lancaster (including attendees of large trade and consumer shows). Additionally, cstimates of food and beverage revenuc are
based on the assumed component of the CMP room rate that is allocated to food and beverage revenue; the Proposed Hotel’s
anticipated mix of non-CMP group demand and restaurant clientele; and the comparable operating data. This results in a stabilized
cstimate of $96 per occupied room in 1998 dollars, with associated expenses of 70 percent of departmental revenue.

Other operated departments revenue is anticipated to be comprised primarily of revenue derived from a business center, gift shop
operation, fitness center, valet parking, dry cleaning, in-room movies and other miscellaneous sources. These properly—spcciﬁc
factors, as well as data from comparable properties, have been accounted for in the stabilized estimate of departmental revenue of
$4.50 per occupied room, with associated expenses of 75 percent of departmental revenuc.

Rental income (net) is based on an estimated rental price per square foot of $12 (as provided by High Associates) in 1998 dollars.
Assuming 18,850 square feet (15,350 retail, 3,500 restaurant) of retail space are lcased triple-net (based on the development
program provided by High Associates), total annual rental income in 1998 dollars is estimated to be approximately $226,000 in a
stabilized year of opcration.

Both administrative and general, and marketing expenses have been estimated based on the Proposced Hotel’s location, anticipated
level of facilities, and designation as an Upscale Hotel with Conference/Convention Center (which is substantially dependent upon
aggressive marketing efforts with a regional focus). It is estimated that stabilized levels of $3,700 per available room for
administrative and general expenses, and $3,200 per available room for marketing will be necessary for the Hotel to achieve the
levels of occupancy and rate outlined in this report. Also, the Hotel and Conference/Convention Center is anticipated to engage in
extensive pre-opening marketing efforts to gain exposure prior to opening its new facilities, and thus achieve the performance
levels estimated hercin.
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Cash Flow Estimates and Analysis

> Real estate taxes are estimated to be $1,000 per available room in 1998 dollars, calculated from an estimated assessment oi:
$40,000 per available room and a tax rate of $2.64 per $100 of assessment. This estimate is based on the tax assessments of
comparable hotels within the Lancaster area and the City ol Lancaster’s tax rate. The comparable hotel assessments were the
Brunswick Hotel ($40,876 per available room), Hilton Garden Inn, (841,984 per available room), Eden Resort ($32,518 per
available room) and the Lancaster Host ($49,696 per available room).

> In terms of Gross Operating Profit, the Hotel’s estimated stabilized ratio of 33.0 percent (alls between the range of comparable
operating data (27.5 to 43.5 percent, with the Host compilation at 30.1 percent).

> The Hotel’s estimated stabilized Net Operating Income (“NOI”) before debt service, income taxes, depreciation and amortizafion
of 23.5 percent is also within the range of comparable operating data (15.2 to 37.7 pereent, with the Host compilation at 24.5
percent). It is important o note that Comparables 1 and 2 do not includc a reserve for replacement in their financial statements, and
the reserve for the Host compilation is negligible (if the reserves were included in full for these propettics, their NOI ratios would
decrease).

61,000-Square Foot Conference/Convention Center

> Operating statements for similarly sized convention and conference cenlers were obtained and analyzed. Additionally, historical
expense ratios for conference centers operated by nationally rccognized conference center management companies, and compiled
and presented in the International Association of Conference Center’s (“IACCT) Trends publication, were utilized in this analysis.
The income and expense relationships displayed by these various sources are summarized in FExhibit IV of this section.

> The assumptions utilized in developing estimates of cash {low for the Conference/Convention Center are also presented ?n
Exhibit IV (in the Rationale column); five-year inflated cash flow estimates for the Conlerence/Convention Center are presented in
Exhibit V (inflation is estimated to occur at an annual rate of 3.5 percent for all associated revenues and expenses throughout the
five-year period).

> Certain linc items in the five-year estimate of cash flow require further description due (o their unique nature as defined by the
Project.
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Cash Flow Estimates and Analysis

» Rent and conference services revenue ($12.39 and $27.34 per square foot, respectively, in 1998 dollars) represent the two largest
revenue components and are based on amounts estimated in the previous market analysis component. Rent consists of revenuc
gencrated due to the rental of the 31,000-square-foot exhibit hall to large trade and consumer shows. Conference services revenue
is generated by conferences, meetings, and conventions, and consists ol all services associated with these events (including audio-
visual and other equipment, meeting setup, business center services, and meeting room rental). These revenuc items are based on
estimates presented in the previous market analysis component, with conference services revenue based on the assumed
component of CMP room rates that is allocated to conference services.

> Tood and beverage revenue ($6.81 per square foot in 1998 dollars) is based on estimates of day group rcvenue presented in the
previous market analysis component.

> Expenses associated with conference services and food and beverage revenue are estimated at S5 and 70 percent of departmental
revenues, respectively. These estimates are based on ratios achieved at comparable conference centers operated by nationally
recognized management companies, as well as on ratios compiled by the IACC.

> Marketing expenses are estimated at $1.00 per square foot in 1998 dollars, and assume that the majority of marketing costs will be
allocated to the Hotel operation (based on its capture of overnight CMP business).

> The Conference/Convention Center’s estimated stabilized Net Operating Deficit before debt service, income taxes, depreciation
and amortization of -$8.77 per square foot in 1998 dollars is within the range ol comparable operating data (-$7.73 to -$26.64 per
square foot, with the average at -$14.37 per square foot). The estimated Net Operating Deficit is below the average and at the
lower end of the comparable properties based primarily on higher gross revenuces estimated for the Conference/Convention Center
(due primarily to the capture of conference services revenue). If a reserve for replacement for the Conference/Convention Center
were not included (as is the case with the comparable propertics), the resulting deficit per square foot of $7.31 falls slightly below
the range of comparable properties.

> It is important to note that publicly owned convention centers typically operate at a deficit (as seen in the comparable operating
data and based on discussions with industry sources), due primarily to limited annual utilization coupled with fixed expenses. This
deficit is typically offset by revenues generated by a hotel occupancy tax or other public subsidics, and is regarded as justifiable by
the owner of the facility (a government entity) based on the positive economic impact the convention center has on the surrounding
community.
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Exhibit I: Comparable Operating Statistics Cash Flow Estimates and Analysis

Proposed Hotel

Comparable Operating Statistics

Comparable #1 Comparable #2 Comparable #3 Comparable #d 1lost Report
ROOMS AVAILABLE 229 286 192 253 1,000
OCCUPIED ROOMS 64910 83,438 55,300 75.252 264,625
OCCUPANCY 77.66% 79.93% 78.94% 81.49% T2.50%
AVERAGE RATE $140.46 $147.37 $92.96 £109.27 $12095
REVPAR $108.84 $117.79 FYARH] S89.04 $87.69
S GROES
REVENUES
Rooms % $19.728  $140.16 61.1% 542,994 $147.37 NA%  s2In2 596.21 60.0%  S¥3.639  SHNLO9 §5.2%  $ML98S $120.95
Food & Beverage 24.0% 13,268 46.81 34.0% 23,948 82.09 21.4% 8,095 2811 11.8% 13,391 45.02 40.5% 23,589 89.02
Telephone 2.8% 1,554 548 2.3% 1.624 5.57 4% 1614 s.61 2.1% 1,038 3.48 1.9% 1,005 O
Other 1.5% 832 2.94 2.6% 1,855 6.36 1.0% 395 gl / 671 2.26 1.8% 1,019 \:;
Rentals & Other Income 00% - - 0.0% - - 0.0% - - o - - 0.7% o4 147
TOTAL REVENUES 100% 55,383 195.39 100% 70,421 241.38 100% 37,816 131.30 100% 43,735 16).85 100% 58,012 $219.45
DEPARTMENTAL EXPENSES
Rooms 203% 8,082 28.51 20.1% 8.641 29.62 25.4% 700 24.41 9,922 3336 25.5% 8,145 30.80
Food & Beverage 72.1% 9,565 3375 65.2% 15,620 53.54 90.1% 7.297 25.33 11,402 38.34 73.9% 17,384 65.74
Telephone M2 2.51 40.8% 662 227 40.2% 649 2.25 862 2.90 43.4% 478 1 Kg
Other Operaled Departments 316 L1 54.6% 1,012 3.47 16.2% 61 022 190 128 0.43 82.1 837 316
TOTAL DEPARTMENTAL EXPENSES 18,675 65.89 36.8% 25,936 88.90 19.8% 15,041 52.22 45.8% 22314 75.02 46.3% 26,841 101.50
GROSS OPERATING INCOME 66.3% 36,708 129.50 63.2% 44,485 152.48 60.2% 22,118 79.07 54.2% 26,421 88.8) 53.7% 31,191 S117.95
UNDISTRIBUTED OPERATING EXPENSES
Administrative and General 7.1% 31916 1381 6.4% 4,510 15.46 8% 3,273 11.37 11.0% 5,.M7 17.98 3.821 14.45
Marketing 5.4% 3,008 10.61 4.9% 3,431 1.76 8.0% 3,042 10 56 16% van 5.97 5.6% 3234 12.2%
Franchise Fee 41% 2,262 7.98 4.5% 3.1036 10.75 1.8% 698 2.42 5% 1,685 5.66 2.5% 1435 542
Repairs & Maintenance 1% 1,700 6.00 % 2,211 7.58 4.1% 1598 5.0 5.0% 2,457 8.26 4.7% 2,728 m..\:
Lncrgy 3.2% 1.753 618 3.6% 2,550 8.74 4.3% 1,63 S.66 3 6% 1,760 5.92 2% 2414 9.1
TOTAL UNDIST. OPER. EXPENSES 22.8% 12,640 44.59 22.5% 15,838 $4.29 26.9% 10,183 35.38 267% 13,02 43,79 23.6% 13,632 sp.st
GROSS OPERATING PROFIT 41.5% 24,068 84.91 40.7% 28.647 98.19 13.3% 12,593 N 27.5% 13,395 45.04 0% 17,559 Se6.41
Management Fee 2.8% 1,551 5.47 1.0% 210 7.24 2.8% 1,059 16k 3% 1.595 5.36 2.7% 1557 S8
FIXED EXPENSES
Real Estate Taxes 24% 1,304 460 16% 1123 385 3.9% 1.486 516 0.5% (249) (0.84) 1.8% 1022 1.87
Insurance ) 0.5% 259 092 07% 25 1.80 11% 433 1.50 0.7% 43 164
Rent and Other 0.2% 97 034 02% 150 0.51 S 1.963 6.82 - -
Rescrve tor Replaccment 0.0% - - - - 5.0% 1891 _,A._~l (l_(_:"/. . 320 (1
TOTAL FIXED EXPENSES 3.0% 1,660 5.86 1,799 6.16 15.3% 57N 2001 3% 1778 6.12
Tans incentive
NET OPERATING INCOME WI%  $20851  SIASE A% SO £4.79 $5.269 52000 se218 SLR $5080
("CASIl FLOW"}

Source: Smith Travel Research, and Emst & Young LLC
1 hast repost o

ion consist of Embassy Suites Pittsburgh International Aimpore, Radisson Penn Harris $otel, The Hoted Nershey, and Marrion Philadelphia West
Comparable hatels are four distinet hotels not inchuded in the Most teport complation.



Cash Flow Estimates and Analysis

Exhibit 1¥: Rationale for Cash Flow Estimates

Hotel with 281 rooms
Assumptions, ABasts - 2001 2002 2003 2004 2005 RATIONALE
Available Rooms AMOUNT 2814 281 284 28t 281 Actual
Occupied Room Nights AMOUNT 58,624 66,991 74,332 74,332 74,332 |Calculated
Occupancy % 5% 65% 2% 2% 72%| Based on market conditions and property perfommance
Avcrage Daily Rate (constant §) $POR $97 102 $102} ° $102 $102{Calculated
Average Daily Rate growth (constant) |% - 5.26% 0.01% 0.00% 0.00% | Based on market conditions and property performance
REVENUE
Food & Beverage SI'OR $94.0 $95.0 $96.0 $96.0 $96.0 [tased on comparable hotcls and anticipated CMP Revs = $9%occ. im for non-CMI® business
Telephone $POR $5.0 $5.0 $5.0 $5.0 $5.0 |Iased on cosupatable hotels
QOther Revenues® $POR $4.5 $4.5 $4.5 $4.5 $4.5 .| Based on comparable hotels and anticipated facilitics
Rental lncome (net) AMOUNT (000'S) $226 $226 $226 $220 $276 |Based on proposed facilities and anticipated rental ales provided by client
DEPARTMENTAL EXPENSES
Rooms % ROOM REVENUE 27.0% 26.0% 25.0% 25.0% 25.0% | Based on comparable hotels
FFood & Beverage % F&B REVENUE 12.0% T .0% 70.0% 70.0% 70.0%| Based on comparable hotels
Telephone % TEL. REVENUE 43.0% 43.0% 43.0% 43.0% 43.0%| Based on comparable hotels
Other Revenuces % OTHER REVENUE 17.0% 76.0% 75.0% 75.0% 75.0% 1 Nased on comparable hotels
UNDISTRIBUTED EXPENSES
Adihinistrative & General SPAR $3,700 $1.700 $3.700 $3,700 $3,700 | Based on comparable holcls
Marketing SPAR $3,400 11,300 $3,200 $3.200 $3,200 |Based on comyparable hotels
Repair and Maintenance SPAR $2,100 $2,200 $2.300 $2.300 $2.300 {Based on comparable hotels
Energy $PAR $2,000 $2,100 $2.200 $2,200 $2,200 |Bascd on comparable hotels
FIXED CHARGES & RESERVES
Management Fees % TOTAL REVENUE 3.0% 3.0% 3.0% 3.0% 3.0%{ Based on industry standards
Real Estate Taxes SPAR $1,000 $1,000 $1,000 $1,000 $1,000 |Based on comparable hotels
fusurance SPAR $350 $350 $350 $350 $350 |Based on comparable hotels
Reserve for Replacement % TOTAL REVENUE 0% 3.0% 4.0% 4.0% 4.0%] Based on industry standards

$ POR = Dollar Per Occupied Room
§ PAR= Dollar Per Available Room
$ AMT (000's)= D

Dollar amount in Thousands

* Includes revenuc derived from the business center, gifi-shop operation, r tess ccm:r,
valet parking, dry cleaning, and miscellancous sources. X

Source: Emst & Young LLP




Exhibit HHI: Inflated Cash Flow Estimates Cash Flow Estimates and Analysis

Hotel with 281 rooms
Cash Flow Before Income Taxes, Depreciation and A mortization

2001 - 2005

(Expressed in Thausands of Inflated Dotlars)

2001 2002 2003 2004 - 2008
Statistics
Available Rooms 281 28§ 281 281 81
Occupicd Rooms 58,624 66,991 74,332 74,332 74,382
Occupancy 572% 653% 72.5% 72.5% 12.5%
Average Daily Rate siog 17 $i22 $126 $130
RevPAR 362 3717 $8R 391 $94
RevPAR % Change 24 5% 14.8% 3 5% 3.5%
Amount Ratio Amount Ratio Amount Ratio Amaunt Ratio Amount Ratio
Revenue
Rooms 6,322 415 % 7,870 487 % 9,039 485 % 9,355 48 S Y 9,082 485
Food & Deverape 6,110 459 7,003 452 8,475 455 RII2 455 9,079 455
Telephone 325 24 384 24 443 24 as? 24 473 24
Other Revenues 292 22 346 2.1 397 21 411 21 420 21
Renmial Income (net) i 251 1 260 16 260 14 278 i 4 - _:KR__ . 14
Total Revenue 13,300 100.0 16,163 oo 18,621 1000 §9,27) oo 19,948 100.0
Departmental Expenses
Rooms 1,707 270 2,046 260 2,260 250 2339 250 2,421 250
Food & Beverage 4,399 720 5,185 7o 5,033 70.0 6,140 00 6,355 70.0
Telephone 140 430 165 430 190 430 196 430 203 430
Other Revenucs 225 770 263 760 298 750 308 150 319 750
Total Departmental Expenses 6,471 48.7 7,060 47.4 ’ 8,680 46 6 ROK4 06 L D208 40.6
Gross Operxilng Tucome : 6,829 513 8,503 526 9,941 534 10,289 534 +10,649 534
Undistributed Expenses
Administrative & General 1,153 87 (193 7.4 1,235 66 1,278 6h 1.323 66
Marketing 1,059 80 1,064 6.6 1.068 57 1,105 57 1,144 517
Repair and Maintenance 654 49 709 4.4 768 4.1 794 4.1 R22 4.1
Energy 623 4.7 677 42 734 A9 760 39 787 39
Total Undistributed Expenses 3,489 26.2 3,644 225 3,805 20.4 3938 204 4,076 204
Gross Qperating Profit . 3,340 . 251 4,860 300 6,137 130 6,351 11.0 6,574 330
Management Fees 399 30 485 30 559 10 578 30 98 30
Real Estate Taxes 3 23 2 20 334 I8 145 IR ASK 18
Reserve lor Replacement 399 30 485 30 745 4.0 771 a0 T8 40
Total Fixed Charges 1,219 (] 1,405 87 1,754 94 1.815 94 1,879 g4
Net Operating Income. - $2,121 159 % 33,455 214 % - 34382 235 % $4,536 235 % $4,69% 21.5

NOTES:

Percentages of deparimental :xpcnsés ore to departmental 1evenues.

fnflation assumed at 3.5% per annum. ) i

Cash flow estimates are presented on a calender year basis starting January, 2001

The 1 and i ined in the Market Study arc an integral part of these cash flow estimates.

Totals may not add due to rounding.
Source: Ernst & Young LLP



Exhibit 1V: Convention Center Compa -able Financial Information Cash Flow Estimates and Analysis

—

Convention Center Comparable Financial Information

Proposed
Lancaster
Conference &
Convenlion
Center (19988)

Comparable #1 Comparable #2 Comparable #3 Comparable #4 Averages® Rationale

Total Per 5q. I't. Total Per 5q. 't Total Per 5q. Ft. Total I'er Sq. FL. Per Sq. FL Per Sq. It

Total Prime Exhibit Space 47,000 19,600 36,484 21,600
Maximum in Single Hall 47,000 19,600 24,472 21,600
Total Meeting & Ballroom space 39,000 23,000 34,253 33,403
Total 86,000 42,600 70,737 55,003 63,585 61,000

Direct Operating Income
Rent $554,359 $6.45 $388,051 $9.1t $760,361 $10.75 $513,336 $9.33 $8.91
Conlerence Services - - - - . . - - NAP

$12.39[:
27.24 |

Basedl an markel analysis

RBased on marbot anatysts

food/Beverage 54,327 0.63 77,610 1.82 - - 55,436 1.0t 1.15 6.81 Based on market analysis - day proups
Catering, 388,051 4.51 - - 482,357 682 654,144 11.89 NAT Sev Foud and Beveeage
Parking - - - - 169,728 240 - - NATD Separate Factity
Restaurant/Clubs - - - - - - 11,087 0.20 0.20 NAP ot
Labor Charges to Tenant - - 16,631 0.39 - - - - 0.39 NAT T fusive Rental Rate
Supply Charges to Tenant - - 133,046 312 - - 110,872 202 2.57 NAP [ tnctasive Rentat Rate
Phone/Fax/etc. Charges - - 33,262 0.78 - - 5,654 0.1 0.44 0.45 § | Based on comperables
Olfice Space Lease - - - - 73175 1.03 - - 1.03 NAP s e planned facility
Misc. Qther Sources 222,852 2.59 28,827 068 110,925 1.57 110,373 2.01 1.71 1.75 Buasedd o e omparables

Total Direcl Income 1,219,590 14.18 677,427 15.90 1,596,546 2757 1,460,902 3656 § - 19.80

Non Direct Income - - - - 948,592 1541 - -

Direct Operating Expenses
Salaries 850,930 9.89 597,599 14 03 1,140,871 16.13 744,052 1353
Conference Services - - - - - - - -

Lasard on vonpatables - non fownl & Ty, and conf. servines

e conforenue contier ralios - S8% ol avsx aterdd cevamne

Banenl nr Lompoar

Food & Beverage - - - - - - - - Bcod o connpacali canferen e contes tatios - 0% al svseictated qove
Fringe Benefits 231,944 270 216,102 4.93 225,640 349 190,921 3.47 Pased on comparables
Repairs & Maintenance 110,484 1.28 96,458 226 63,722 0.90 - - Rased on commpracalbifes
Concessions - - - - - - 166,308 302 Operate lacitity
Utilities 308,279 3.58 194,026 4.55 442,288 6.25 277,179 5.01 Basend on comparabhes
Trash Removal 17,739 0.1 - - 18,848 0.27 - - Fnctuded sn Contractual Services
Insurance 41,910 049 44,349 1.04 113,556 I.61 - - Pased on comparables
Materials & Supplies 73,508 0.85 26,609 0.62 130,415 1.84 396,921 7.22 Baset on commparabios and anticipated fasiliy
Marketing & Adverlising 55,791 0.65 388,051 9.11 53,210 0.75 - - Basrcl s vemapraralites wrnl wssumend magority of conts alloeatedt b botel
Equipment (non capital) 13,260 0.16 - - . - 55,436 1.01 Tochadsd 10 Materals and Supplies
Contractual Services 183,715 214 156,329 .67 301,909 4.27 55,436 1.01 Rased ne comparables
Charges by Other Agencies 143,601 1.67 98,676 232 60,760 0.86 - - Tasedd on comparables
Misc. Other Expenses 16,631 0.19 - - - - : - - Not Applicalite
Total Direct Operating, Expenses 2,047,891 23.81 1,812,199 42.54 2,551,219 36.07 1,886,253 34.29 3
Management Fee - - - - - - - - I revenues
Net Operaling Income {Delecit) -$828,301 -$9.63)  -$1,134,773 ~$26.64 -$954,673 ~$13.50 -$125,351 -$7.73] -$14.37
Lsl. Extraordinary Expendilures 133,046 155 N/A 2,882,666 4075 N/A

~ Averages based on avaulable data per line item.
NAYP = Not Applicable

Gowrce: Individual Properties, Frnsl & Young, LLP




Exhibit V: Convention/Conference Center Estimated Cash Flow

Cash Flow Estimates and Analysis

Convention/Conference Center Estimated Cash Flow

Proposed Lancaster Conference & Convention Center

Growth Rate 3.50%
Total Square Feet 61,000

Dircet Operating Income
Rentals
Conference Services
Food/Beverage (Day Groups)
Phone, Fax, etc.
Misc. Other Sources

Total Direct lncome

Direct Operating Expenses
Conlerence Services
Food/Beverage
Salaries (non-f&hlconf. scrvices)
Fringe Bencfits
Repairs & Maintcnance
Utilitics
Insurance
Malerials, Supplics & Cquipment (non-capital)
Marketing & Advertising
Contractual Services
Management Fee
Charges by Other Agencics

Total Direct Operating Expenses

Net Operating Income (Deficit)
per SF

|
Stabilized in 1998 dolars/ SF 2001 2002 2003 1004 2005
Per ST Ratio Amount Ratio Amount Ratio Amotnt Ratio Amouat Ralio Amount Ratio
$ 12.39 25.5% $ 278,698 12.0% $ 578,351 19.5%| |$ 897.890 25.5%F s 929317 255%) |5 9nrsa2
27.24 56.0% 1,483,337 64.0% 1,791,716 60.3% 1,973,852 56.0%) 2,042,937 56.0% 2,114,439
6.81 14.0% 405,238 17.5% 447,091 15.0% 493,677 14.0% 510,955 14.0% 528,839
045 0.9% 30,434 1.3% 31,500 L1% 32,602 0.9%| 33,743 0.9% 34914
1.75 3.6% 118,356 5.1% 122,498 4.1% 126,786 3.6% 131,223 3.6% 135,816 3.6%
s 48.65 100.0% 2,316,063 100.0% 1,971,156 100.0% 3,524,806 100.0% 3,648,175 100.0% 3,775,860 100.0%
s 14.98 30.8% $  BISS3S 35.2%]. .1 $ 985,444 33.2%4ap| § 1.085,619 30.84%| & 8 1123615 30.8%) |$ 1162942 30.8%
497 9.8% 283,667 |2.2%.37 312,964 10.5%| 1 345,574 9.8%| 157,669 9.8% 370,187 9.8%
13.50 27.71% 913,029 39.4% 944,985 I1.8% 978.060 27.7% 1.012.292 27.7% 1,047,722 27.7%
4.00 8.2% 270,527 1L.7% 279,996 9.4% 289,795 8.2% 299,938 8.2% 310,430 8.2%
175 3.6% 118,356 5.1% 122,498 1% 126,786 3.6% 131,223 3.6% 135.816 1.6%
5.00 10.3% 338,159 14.6% 349,995 11.8% 362,244 10.3% 374,923 10.3% 388,045 10.3%
1.20 2.5% 81,158 3.5% 83,999 2.8% 86,939 2.5% 89,981 2.5% 93,131 2.5%
4.50 9.2% 304,343 13.1% 314,995 10.6% 326,020 9.2% 13743 9.2% 349,241 9.2%
1.00 2.1% 67,632 2.9% 69,999 2.4% 72,449 2.1% 74,985 21% 77,000 2%
3.50 1.2% 236,711 10.2% 244,996 8.2% 253,571 7.2% 262,446 7.2% 271,632 7%
1.46 3.0% 69.482 3.0%. 89,135 3.0% 105,744 3.0% 109,445 3.0% 113,276
175 1.6% 118,356 5.1%) 122,498 4.1% 126,786 1.6% 131,223 3.6% 135816
S 57.41 118.0% $ 3,617,255 156.2% $ 3,921,502 132.0%) 1§ 4,159.580 1180%] | §_ 4.305171 T8.0%| |3 4.455.852
- $ (4,301,192) s (950,347) S (634,779) §  (656,996) 5 (679,992)
s (8.77) s (21.33) s (15.58) s (1041 s (10.77) PEETIRES
-18% -56% 32% S18% S18% 18%




Elasticity and Economic Impact Analysis

Overview

» The Lancaster Campaign has also engaged E&Y Lo provide an analysis of (he potential cconomic impact from the development of
the Lancaster Hotel and Conference/Convention Center Project. As part of this analysis, E&Y cvaluated the potential effect of the
imposition of a hotel tax on hotel revenues generated by existing propertics in Lancaster County. In conducting this analysis, it
must be noted that the hotel and conference/convention center were considered to be mutually dependent. By focusing on the
development of the conference/convention facility, the Lancaster Campaign recognizes the potential to attract tourists whose
spending will infuse new money into the cconomy and create new jobs, increased sales, and more tax revenues.”

> The development of a proposed hotel/conference center would require a public private partnership between High Associates, the
Lancaster Campaign, the City of Lancaster, Lancaster County, and the Commonwealth of Pennsylvania. The partnership would
save a vacated department store from demolition and construct a regional conference/convention center. The Lancaster Campaign
recognizes the value in maintaining the structure and repositioning its use to preserve the historic fabric of the downtown and
contribute to the economic vitality of the City through the conversion of the property and the adjacent land to a hotel and
conference/convention center.

> The proposed construction of the Project includes a privately owned, upscale, full-service 281 guest room hotel in the Watt &
Shand Building at Penn Square in downtown Lancaster, Pennsylvania and an adjoining 61,000-square foot publicly owned
conference/convention center. Both facilitics, although owned by differcnt enlitics, are anticipated to be operated by a single
management company with significant expertise in operating these types of propertics, and will be alfiliated with a nationally
recognized hotel conference/convention center brand. It is anticipated that this development will generate cconomic benefits to the
community in jobs and tax revenuc, as well as creatc a cornerstone for future private investment downtown.

Y This concept is discussed in Petersen, David C., 1996. Sports, Convention, and Entertainment Facilities. Washington, DC: ULI - Urban Land Institute.
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Elasticity and Economic Impact Analysis

PROJECT OVERVIEW
LOCATION: The Watt & Shand Property and various adjacent properties in downtown Lancaster,
Pennsylvania
ESTIMATED SIZE: 281 guest room hotel with 61,000-square foot conference/convention center
PROPOSED OPENING: Completion of Project planned for January, 2001, with stabilized year beginning
January 2003.
ESTIMATED PROJECT COST: $91.0 Million'

4 Dollar values in 1998 dollars: As per Proforma Cost Analysis Report provided by Iligh Real Estate Company printed 4/28/99.
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Elasticity and Economic Impact Analysis

Objectives and Methodology

A. Objectives

The objectives of this section of the report are two-fold:

> Perform an Elasticity Analysis to provide the Lancaster Campaign with an analysis ol the potential impact of a hotel tax on hotel

performance in Lancaster County. The components of the analysis outlined below were evaluated relative to sumilar projects
initiated in the past, including:

0 Identification of comparable counties based primarily on publicly available information;
0 An analysis of how comparable countics® hotel industries have reacted after a hotel tax was enacted;
0 Estimation of revenue gencrated from an additional 1% hotel tax )

> Perform an Economic Impact Analysis to provide the Lancaster Campaign with an estimate ol the potential cconomic impact from

the development of the proposed Lancaster Hotel and Conference/Convention Center. In addition, this analysis highlights the
estimated potential impact of the Lancaster development project on the hotel, restaurant and entertainment industries in Lancaster
County. In particular, economic variables such as employment, personal income, outpul and tax revenues associated with the
Lancaster development project were modeled. This analysis quantified the estimated economic impact of the development of the
project by addressing the following:

0 The economic benefit in terms of jobs, personal incomes, taxes and output generated by the hotel, restaurant and
entertainment industries;

0 The tax revenues which should accrue to state and local authoritics with the development of the new center;

Emphasis was placed on estimating: (a) new job creation, both construction and permanent jobs; (b) new direct tax revenucs: and (¢)
indirect tax benefits.
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Elasticity and Economic Impact Analysis

B. Methodology

This analysis concentrated on the economic impacts that could be generated within Lancaster County. These impacts include the
economic activity directly generated by the proposed Project as well as indirect benefits penerated by new spending brought to
Lancaster due to the new Penn Square Center Project. New spending occurs as dollars are spent in the immediate neighborhood
surrounding the site.

Elasticity Analysis

E&Y analyzed data from four countics which have imposed hotel taxes, (three in Pennsylvania and onc in North Carolina), to
determine the potential impact of a new hotel tax on hotels in Lancaster County. Counties chosen had recently imposed a hotel tax
related to a convention center or arena. The county in North Carolina was included due to its demographic similaritics, its proximity to
a major metropolitan area and a convention center similar in size. The data obtaincd for this analysis was provided by Smith Travel
Research reports and included aggregate county occupancy rates, room rates and room revenue from January 1993 to March 1999
(monthly and annually).

The four counties analyzed included:

0 Bérks County, Pennsylvania - Berks imposed a 5% tax in March, 1998 - 20% ol the tax is allocated to the visitors burcau for
marketing, 80% is allocated to support the county civic center/arena;

0 Luzerne County, Pennsylvania - Luzerme imposed a 5% tax in July, 1997 - 20% is allocated to the visitors bureau for marketing,
80% allocated to retire the bond for the arena/civic center scheduled to open in late 1999,

0 Philadelphia County, Pennsylvania - Philadclphia imposed a 6% tax in May, 1994 - approximatcly 67% is allocated to the
convention center for debt retirement, 33% is allocated to general funds and the budget of the convention and visitors bureau; and

0  Catawba County, North Carolina - Catawba imposed a 5% tax in September, 1995 - the tax is allocated to support the operations
and marketing of the three-year old convention center.

Data considered in the analysis included available room nights, occupicd room nights, daily occupancy, average room rates, and room
revenue, before and after the imposition of the tax.
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Elasticity and Economic Impact Analysis

Economic Impact Analysis

Economic impact refers to the measurement of potential economic aclivity associated with the development and operation of the new
hotel and conference/convention center. This impact is measured using an input-output model, which, analyzes the relationship of
production linkages among industries operating within Lancaster County.® The model estimates the extent to which these linkages
lead to more, or less, regional income for each unit of final sales of goods and scrvices produced in Lancaster County. ¢

The direct spending analysis utilized to measure economic impacts is defined as the total spending generated by commercial activity.

For purposes of this report, direct spending is defined as all expenditures associated with the construction phase, and all revenuces

generated during the operational phase.

As this direct spending and revenue occurs in Lancaster County, further spending by individuals and businesses supporting this direct
P . . . ~ ~ ~ . ~ . . 8 ~ < M 101}

activity create further indirect economic benetits. The effect of this second round of spending is often referred to as the “multiplier

cffect.

The impacts of the redevelopment of Penn Square Center werce measured using the following variables:

0 Qutput - value of total production of industrics affected

0 Employment - number of jobs produced for cach industry aflected

“This analysis utilized the IMPLAN (IMpact Analysis for PLANing) input-output model. IMPLAN is a nationafly accepted model used to estimate cconomic
impact or input-output generated by a proposed commercial development. Since its initial development, the IMPLAN input-output model has become well-
known by those in government and the private sector who conduct input-output modeling.

¢ For a discussion of the mechanics of this process, se¢ Bendavid-Val, Avrom, 1991 Regional and Local Economic Analysis for Practitioners. Westport, C'1:
Praeger Publishers.

95 Ell FRNST & YOUNG LLP

FROM THOUGHT TO FINISIL”



Elasticity and Economic Impact Analysis

0 Personal income - income from all sources, including employment and transfer payments

0 Sales and income taxes - all sales and income taxes found to be applicable for Lancaster County and the
Commoawealth of Pennsylvania.’

The estimated economic benelits to the County reflect two phases of development: the construction phase of the proposed project; and
the operational phase upon stabilization of the hotel and conference/convention center. Construction benefits are calculated from
project expenditures spread over the pre-construction and construction periods  (FY 1999 through FY 2001). Hotcel
conference/convention center operational benefits are calculated based on a typical year of stabilized operation - assumed to be 2003
for the purposes of this report. In the “Summary of Economic Impact” section, the gross construction impacts would be spread out
over the course of construction. Operational phase impacts arc reported for a typical year - 2003 - during the operational phasc.

It is important to note that this economic impact analysis docs not take into consideration the cost impacts associated with the
development, the financial feasibility, or the anticipated returns. Cost impacts typically associated with the development of public
facilities can include traffic congestion, road accidents, vandalism, police and fire protection, environmental degradation, garbage

collection, increased prices {o local residents in retail and restaurant establishments, loss of access, and disruption of residents
lifestyles.®

In preparing this analysis, an attempt was made to minimize any potential ecconomic impact generated by displaced spending.
However, a detailed analysis of displaced spending was beyond the scope of this study. Our analysis sought to estimate the portion of
estimated expenditures for the construction phase of the project, and estimated revenucs for the operation phase of the project, which
are solely attributable to the new hotel and conference/convention center. Thercfore, an attempt was made to exclude all expenditures
and revenues that would have occurred had the project not been undertaken. In making this estimate, reliance was placed upon certain

assumptions provided by the Lancaster Campaign and certain assumptions built into the IMPLAN model. Assumptions are discusscd
in detail later in this section of the report.

7 Sales and income taxes were calculated using a proprictary E&Y mode! which utilizes results generated by IMPLAN.
* Crompton, John L., 1995. Economic Impact analysis of Sports Facilities and Events: Eleven Sources of Misapplication. Journal of Sport Management, 33.
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Elasticity and Economic Impact Analysis

Realistically, there could be more lcakage outside the County (o the expenditure and revenue components than assumed. Therefore, 1t
would be conservative to assume that this analysis cstimales the maximum potential economic impact of the development on
Lancaster County.

C. Tasks Completed

To achieve the objectives discussed above, E&Y undertook the following:

0 Estimated performance levels of existing hotel & conference center facilitics (number of visitors, occupied hotel room
nights, and/or revenues generated)

0 Estimated future demand for the proposed hotel & conference/convention center facilitics in terms of number of events for
the new center, visitors, and occupicd hotel room nights '

0 Reviewed specifications of the proposed development project, including:

a) Development program

b) Use of space

¢) Project budget - core costs

d) Construction project cost and components

e) Timing of project

f) Estimated increase in tourism and its impact on revenuc generation

0 Conducted additional research to estimate revenucs for competitive hotels

0 Researched services provided by local tourist bureaus
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Elasticity and Economic Impact Analysis

Estimated non-displaced sources of revenue attributable to the new Penn Square Center

Conducted research on parking facilities in Lancaster County and at facilities comparable to the proposed hotel and
conference/convention center

Compiled data on spending patterns of convention, leisure and business visitors
Rescarched relevant taxes applicable to the study arca

Generated employment, output and personal income multipliers by conducting an input-output analysis using IMPLAN
software. Utilizing information provided by the Lancaster Campaign and High Associates on construction phase costs as of
April 1999 and operating cxpenses estimated for the operation phasc of the. Project, this analysis estimated the potential
economic benefits of the development of the proposed Penn Squarc Center project.
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Elasticity and Economic Impact Analysis

Summary of Elasticity Analysis

The purpose of this analysis was 1o gain a better understanding of the impact of hotel and bed taxes on the Lancaster County lodging
industry. Specifically, this analysis attempted to illustrate how hotel room demand in Lancaster County could be impacted by the
imposition of a hotel tax within the County. It is important to mention that this analysis did not control for additions to room supply in
each comparable market analyzed, or for any other supply and demand dynamics which might impact lodging market performance.
Given the small sample set and the scope of this Project, no econometric analysis was undertaken to adjust for more specific
differences in local market conditions between the sample countics.

— . . . . . . " k2] ~ .
Additionally, it has not been determined whether increases in room revenue in cach market were impacted by a “flow through” of the
enacted occupancy lax to the consumer (which would result in an increase in room rates).

The analysis also estimated the potential revenue which a hotel tax could generate in Lancaster County.
The following is intended to illustrate the impact of the hotel tax on the previously mentioned counties’ lodging industries. This

analysis considers five variables for each of the four comparable counties - available room nights, occupied room nights, daily
occupancy, average room rates, and room revenue, before and after the tax. The results arc summarized on the following page.
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Elasticity and Economic Impact Analysis

Results

0

Berks County, PA - After Berks imposed its occupancy (ax, occupancy levels and daily room rates increased at, or greater than
historical levels. Room revenue also continued to grow. Therefore, it appears that the occupancy tax enacted in early 1998 did not
have a negative impact on hotel industry performance.

Luzerne County, PA - Since the imposition of the hotel tax in Luzerne County, daily occupancy has decreased slightly whilc room
revenues have increased. It is important to note that at the time of the tax, Luzerne’s civic center/arena was not yet operational.
Therefore, it appears that the occupancy tax enacted in carly 1997 did not have a significant negative impact on hotel industry
performance.

Philadelphia County, PA - After Philadelphia County imposed an increase in its hotel tax, occupancy levels and daily room rates
increased at significant levels. Therefore, it appears that the occupancy tax enacted in carly 1994 did not have a significant
negative impact on the hotcl industry’s performance.

Catawba County, NC - Among the comparablc countics, Catawba has experienced the largest increase in available room nights.
The data demonstrate that cven with additions to the supply of hotel rooms, room revenues have continued to grow. These results
would suggest that the occupancy tax enacted in early 1995 did not have a negative impact on hotet industry performance.
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Berks County, Pennsylvania
’ y

Available Occupied Average
Room Percent Room Percent Daily Percent Room Percent Room Percent

Year Nights Change Nights Change |[Occupancy| Change Rate Change Revenue  |Change
1993 623,420 385,942 61.91% $53.42 $20,610,680
1994 623,420 0.0% 399,943 3.6% 64.15% 3.6% $55.76 44% | $22,301,301 | 82%
1995 623,420 0.0% 383,352 -4.2% 61.49% | -42% $57.01 33% | $22,085396 | -1.0%
1996 660,650 6.0% 397,557 3.7% 60.18% | -2.2% $59.33 3.0% | $23,587,966 | 6.8%
1997 680,450 3.0% 407,176 2.4% 59.84% | -0.6% $62.37 5S1% | $25395,621 | 7.7%
1998’ 686,930 0.9% 432,050 6.1% 62.90% 51% $66.01 6.8% | $28,777,882 | 13.3%
Source: Smith Travel Research
0  As seen above, daily occupancy levels and room rates inereased in 1998 at rates similar to historic levels.
0 Additionally, an increase in occupied rooms and room rates correspond with a growth in room revenue which excecded historical

rates.

0 As occupancy levels and daily room rates increased at, or greater than historical levels, it can be inferred that the occupancy tax
enacted in early 1998 did not have a negative impact on hotel industry performance. It is also important to note that Berks has
imposed its tax to support a civic center/arena, which, compared (o convention centers, typically does not draw significant numbers

of overnight visitors.

? Tax was imposed March 1998.
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Luzerne County, Pennsylvania

Available Percent Occupied Percent Daily Percent | Average | Percent Room Percent
Year | Room Nights | Change | Room Nights Change Occupancy | Change | Room Rate Change Revenue Change
1993 1,068,965 662,604 61.99% $47.24 $31,303,592
1994 1,080,035 1.1% 667,888 0.8% 61.84% -0.2% $50.83 7.6% $33,951,674 8.5%
1995 1,082,475 0.2% 668,315 0.1% 61.74% -02% $51.74 1.8% $34,580,236 1.9%
1996 1,054,663 -2.6% 645,689 -3.4% 61.22% -0.8% $53.47 3.3% $34,521,905 -0.2%
1997" 1,017,255 -3.6% 613,420 -5.0% 60.30% -1.5% $55.20 3.3% $33,801,411 -1.9%
1998 1,031,593 1.4% 616,727 0.5% 59.78% -0.9% $56.63 2.6% $34,922,638 3.1%

Source: Smith Travel Research

0 As seen above, daily occupancy levels decreased slightly in 1997 while room rates increased.
0 A decrease in daily occupancy and an increase in room rates in 1997 correspond with a slight room revenue decrease in 1997,
which was corrected in 1998 as room revenue increascd.

0 Although daily occupancy has decreased slightly since the imposition of the hotel t
important to note that at the time of the tax, Luzernc’s convention center was not yet operati
the occupancy tax enacted in early 1997 did not have a significant negative impact on hotel industry performance.

1 Tax was imposed July 1997

ax, room revenues have been increasing. It is
onal. Thercfore, it can be inferred (hat
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Philadelphia County, Pennsylvania

Available Percent Occupied Percent Daily Percent Average Percent Room Percent
Year | Room Nights | Change | Room Nights | Change Occupancy | Change | Room Rate | Change Revenue Change
1993 3,420,950 2,239,106 65.45% $85.82 $192,159,175
}994” 3,393,638 -0.8% 2,335,701 4.3% 68.83% 52% $91.05 6.1% $212,673,731 10.7%
11995 3,754,429 10.6% 2,586,754 10.8% 68.90% 0.1% $97.62 12% $252,518,903 18.7%
1996 3,919,005 4.4% 2,833,959 9.6% 72.31% 5.0% $107.73 10.4% $305,304,810 20.9%
1997 3,895,641 -0.6% 2,832,133 -0.1% 72.70% 0.5% $116.59 8.2% $330,205,078 8.2%
1998 4,024,945 3.3% 2914911 2.9% 72.42% -0.4% $123.63 6.0% $360,364,099 9.1%

Source: Smith Travel Research

0  After the tax, daily occupancy levels increased in

revenue increased after 1994.

0 Additionally, the increase in room rate and occupancy levels correspond with

thereafter.

0 As occupancy levels and daily room r

performance.

"orp - .
Tax increase of onc percent was imposed May 1994.
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Catawba County, North Carolina

Available Percent Occupied Percent Daily Percent Average Percent Room Percent
Year | Room Nights | Change | Room Nights | Change | Occupancy Change | Daily Rate Change Revenue Change
1993 ~ 525,600 307,157 58.44% $44.26 $13,593,486
1994 512,668 -2.5% 315,980 2.9% 61.63% 5.5% $47.31 6.9% $14,947,921 10.0%
1995" 497,122 -3.3% 323,459 2.4% 65.07% 5.6% $51.65 9.2% $16,706,320 11.8%
1996 580,080 16.7% 321,816 -0.5% 55.48% -14.7% $50.36 9.1% $18,138,127 §.6%
1997 594,585 2.5% 330,521 2.7% 55.59% 0.2% $58.68 4.1% $19,394,516 0.9%
L)% 626,325 5.3% 332,231 0.5% 53.04% -4.6% $60.98 3.9% $20,260,557 4.5%

Source: Smith Travel Research

0 As seen above, daily occupancy levels increased in 1995, subsequent to enactment of the occupancy tax, but decreased
significantly in 1996 (potentially due more to a substantial increase in supply than the occupancy tax).

0 Additionally, the decrease in daily occupancy and increase in room rates corresponded with room revenue growth which peaked in
1995 and continued to grow, though at a slower rate, through 1998.

0 It is important to note that among the comparable countics, Catawba has experienced the largest increase in supply of available
room nights. As room revenues have continued to grow, it is estimated that the occupancy tax cnacted in early 1995 did not
significantly impact hotel industry performance.

12 Tax was imposed for September 1995
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Potential Revenue from Hotel Tax

The total amount of the bed tax to be imposed had not been determined at the time of this study. The following table illustrates the
estimated amount of revenues that could be generated per one pereent of tax imposed based on hotel sales revenue in Lancaster
County. This estimate is based on 1997-1998 fiscal ycar hotel sales revenue as derived from the Pennsylvania Department of
Revenue. This estimated revenue is based on historical sales and does not consider future increases or decreases in revenue or the
addition of hotels to the market.

As per the Pennsylvania Department of Revenue,
Hotel Sales revenue in Lancaster County for fiscal year 1997-
1998 was - §$72,832,083
Onc Percent of Tax 1%
One Percent Tax Revenue $ 728,321
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Summary of Economic Impact

The study area for this analysis was defined as the County of Lancaster. Based upon our modeling ecfforts, the new hotel and
conference/convention center is estimated to create a total of 1,242 direct and indirect jobs in Lancaster during the construction phase,
and 577 direct and indirect jobs in Lancaster County during a typical opcrational year.” The Project is estimated to generate
$7.825,837 in sales and income tax revenues for the City and State from the construction phase and $2,211,465 annually from a
typical year of stabilized operation. Total personal income is estimated to increase by $41,288,182 in Lancaster County during the
construction phase and $11,149,897 annually during the operational phase. Increases in output, or the total value of goods and services
produced, total $109,985,476 during the construction phase and $30,708,543 annually during a typical stabilized year. "

Direct, Indirect & Induced Effects

To calculate the total impact in a given study area, it is necessary to examine three different types of effects: direct, indirect and
induced effects during the construction and operational phases of the project.

0 A direct effect represents the impact generated by a change in final demand for a given industry in the study area. For example, the
direct effect of the construction phase in this study would be the initial expenditure on construction materials and fees paid to
architectural and engineering and construction companics.

0 An indirect effect represents the impact on all local industries caused by the iteration of industrics purchasing from onc another
subsequent to the direct effect. Again, for the construction phase, this would be represented by the architectural and engineering
and construction companies purchasing materials within the local economy needed to complete the project. Subsequent indirect
effects are produced as other companies purchase malterials and supplics that are provided to construction, architectural and
engineering companics.

"« typical year of stabilized operation” is assumed to be 2003 for purposes of this analysis. This method is consistent with prior phases of this project.
"1 AN dollar values in 1998 dollars.
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0 Induced effect represents the response by all local industries caused by the expenditures of new houschold income generated by the
direct and indirect effects of final demand for a given industry. Again, during the construction phase, this effect is represented by
individuals working within industries which are impacted by the direct and indirect effeets. These individuals will spend their
wages within the study area, thereby generating further economic impact. '

0 Total effect: The total effect is the sum of these three effects.

'S These impacts are discussed in Olsen, Doug and Scott Lindall, 1996. IMPLAN Professional Software, Analysis, and Duata Guide. Minnesota IMPLAN Group,
Inc., 1940 South Greeley Street, Suite 101, Stillwater, MN 55082, www.implan.com.
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A. New Job Creation

Table I indicates that the estimated total full-time jobs created in Lancaster County resulting from the construction phase of the
proposed Project are 1,242. Total estimated permancnt jobs created during the opcrational phase of the project are 577.

Note on table:

Table 1
Summary of New Job Crcation
Direct Indirect Induced Total

(A) (B) © (A+B+C)
Construction 635 277 330 1,242
Operation 403 85 89 577

Represents full-time jobs.
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Table 2 examines lotal impact on employment for the following specific industries. These industries represent only a portion of the

total new jobs created, as illustrated on Table 1.

Table 2
Summary of New Job Creation by Industry
Amusement, recreation Hotel and Eating

services and motion lodging and
Employment picture industries industry drinking industry
Construction 8 9 41
Operation 6 330 : 46

Note on table:
« Represents full-time jobs.
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B. New Tax Revenues

Tax benefits from the construction and operational phases are summarized in Tables 3 & 4 below.

TABLE 3
Summary of New Direct Tax Revenues Duc to Construction
(Constant 1998 Dollars)
Benefits
Lancaster
Construction .
County income tax'® | $322,818
Subtotal $322,818
Pennsylvania
Construction
State sales tax'’ $6,599,429
State income tax $903,891
Subtotal $7,503,320
CONSTRUCTION BENEFIT (Counly & State) $7,826,138

'* For the County Income Tax, 50% is allocated to the City of Lancaster and 50% is allocated to the School District of Lancaster.
' Sales taxes are calculated by multiplying IMPLAN total value of goods and services produced (output) by tax rate. 1t is important to note that not all goods and

services will be sold in a given year. Therefore this calculation is a best-case scenario.
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TABLE 4

(Constant 1998 Dollars)

Summary of Tax Revenues Due to Operation

Benefits
Lancaster
Operation (annual)
County income tax'® $97,093
Subtotal $97,093
Pennsylvania
Operation
State sales tax"’ $1,842,513
State income tax $271,859
Subtotal $2,114,372
OPERATION BENEFIT (County & State) $2,211,465

" For the County Income Tax, 50% is allocated to the City of Lancaster and 50% is allocated to the School District of Lancaster.

19 Gales taxes are calculated by multiplying IMPLAN total value of goods & services produced (output) by tax rate. Itis important to note that not all poods and

services will be sold in a given year. Therefore this calculation is a best-case scenario.
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C. Increases in Personal Income

As shown in Table 5, the estimated increase in personal income in Lancaster County due to the construction phase of the proposed
project is $41,288,181. The estimated total annual increase in personal income due to the operational phase of the proposed Project is

$11,149,897 in Lancaster County.

Table S
Estimated Increases in Personal Income
(Constant 1998 Dollars)

Direct Indirect Induced Total
(A) (B) (C) (A+B+C)
Construction $24,693,518 $8,162,062 $8,432,602 $41,288,182
Operation $ 6,539,094 $2.334,806 $2.275,997 $11,149.897
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Table 6 examines total impact on personal income for the following specific industries. These industries represent only a portion of the

increases in personal income as illustrated on Table 5.

Table 6

Estimated Increases in Personal Income
(Constant 1998 Dollars)

Amusement, recreation

Hotel and

Eating and

services and motion lodging drinking

picture industrics industry industry

Construction $96,690 $132,784 $518,279

Operation $86,714 $5,134.,684 $583,575
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D. Increases in Total Value of Goods and Services Produced (Output)

alue of goods and scrvices produced in the study arca, due to the construction
aster County due to the construction phase
{ totals $30,708,543

Table 7 estimates the increase in output, or the total v
and operation phases of the redevelopment project. The estimated increase in output in Lanc
of the Project is $109,985,476. The projected annual increase in output due to the operational phase of the Projec

in Lancaster County.

Table 7
Estimated Increases in Output
(Constant 1998 Dollars)

Direct Indirect Induced Total
(A) (B) (O (A+B+C)
Construction $67,442,570 $19,738,520 $22,804,386 $109,985,476
Operation $18,340,563 $ 6,212,974 $ 6,155,000 $ 30,708,543
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Tuble 8 examines total annual increases in output for the follow
increases in total value of goods and services produced (output), as illustrated on Table 7.

ing specific industrics. Thesc industries represent only

a portion of the

Table 8
Estimated Increases in Qutput
(Constant 1998 Dollars)

Amusement, recreation Hotcl and

Eating and

services and motion lodging drinking
picture industrics industry industry
Construction $326,704 $392,299 $1,428,980
Operation $301,292 $15,170,013 $1,609,013
1s El| ERNST & YOUNG LLP

FROM THOUGHT TO FINISILY



Elasticity and Economic Impact Analysis

Assumptions

The following three sections describe detailed assumptions for the construction and opcrational phases of the project and for the input-
output model utilized.

A. General Assumptions

> This analysis is based on Scenario IV which assumes construction of 281 rooms for the Hotel and a 61,000-square foot
conference/convention center; the estimates of performance levels for this Scenario assume that a portion of ovcrnight event
demand (particularly that generated by large trade and consumer shows) that cannot be accommodated by the hotel size
constraints, would be accommodated by the other hotels within the arca. It is also. assumed that surrounding hotels that benelit
from this demand will provide complimentary transportation to and [rom the venue; and that this complimentary transportation
will be included in the strategy to market the venue to event planners.

> The analysis assumes the property will be vigorously marketed throughout the region by a nationally recognized management

company, and that the hotel and conference center would not only attract local demand sources, but also large-volume, overnight
meetings, conferences, conventions, and shows from surrounding arcas such as Harrisburg, Philadelphia, Reading, and Baltimore.

B. Construction Phase

Expenditure Assumptions

> Impacts are reported on a gross level, spread over the construction period. All values are assumed (o be in 1998 dollars.
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> Construction phase impacts are generated from approximately $91 million in project expenditures. These expenditures werc are
outlined in the Proforma Cost Analysis Report from Penn Square Center’s Project Proposal for the Department of Community and
Economic Development, April 28, 1999. Components include:

0 Hard costs (for hotel, conference center, furniture, fixtures and equipment (“FF&E”), parking garage expansion,
etc.)

Architecture/Engineering costs (architect/engineering fees, tenant plans, site design, etc.)

Miscellaneous costs/fees (municipal fees, legal fees, environmental remediation, demolition costs)

Allocated costs (interim financing, marketing [ces, commissions, pre-opening expenses, developer’s fees)

Land and building (original acquisition/additional acquisition costs)

S OO

> We have applied a local purchase coefficient to the construction component of the total construction expenditure. This allows us to
determine the amount of expenditure which may lcak from the study area during the construction phasc. This analysis assumes that
75 percent of all construction costs will be spent within Lancaster County and that 25 percent of the expenditure will leak from
Lancaster County.”

Tax Assumptions
> The following are applicable tax assumptions from the construction phase:

0 Lancaster County: 1.0 percent income tax
0 Pennsylvania: 6.0 percent sales & use tax; 2.80% income tax

75 percent figure provided by client.
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C. Operational Phase

General Assumplions

> The impacts reflect a typical stabilized year of the operational phase which is assumed to be 2003. All values are assumed 1o be in
1998 dollars.

> Sources of direct revenue relevant for the operational stage will necessarily be less than the cash flow figures for the hotel
conference/convention center. This is primarily due to the fact that the economic impact analysis cannot take into account
“displaced” or “switched” spending, that is, spending that originally occurred in Lancaster County that was simply “switched”
from other hotels and conference venues to the new Penn Square Center. Therefore, approximately $17 million of direct impact
from the operational phase were gencrated from seven main sources:

0 Regional Group Hotel & Conference Center Revenues - This calculation ineludes regional groups visiting the conference
center and paying the Complete Meeting Package (CMP) rate. Because these visitors pay the CMP rate, it has been
assumed that they do not generate further spending outside the hotel and conference/convention center to them. Five
percent of these attendees are estimated to be generated by local sources and accounts for demand that had been leaving
Lancaster County for conference center venues in places such as Hershey, Pennsylvania.

0 Convention/Show Hotel Room Revenues - This calculation includes all convention center attendees (trade/consumer show
attendees) staying overnight, either at Penn Square or at other hotels. Convention center attendees staying at Penn Square
are assumed not to pay the CMP rate. Additional spending is attributed (o this group and is factored into “Convention
Attendee & Transient Spending Outside of Hotel.”

0  Convention Space Rental Revenues - This calculation includes revenues earned from renting the convention center’s exhibit
hall. It does not include revenue from day groups, which would have rented space at facilities in Lancaster County
regardless of the new Penn Square Center.
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0 Transient Room Revenues - This calculation includes revenues atlributable to transient visitors (commercial, tour bus, and
leisure) staying overnight in Lancaster County. It assumes that only 10 percent of this segment will be induced into the
market due to the new Penn Square Cenler, and therefore includes only 10 percent of the revenue generated by the group. It
does not include regional group visitors, which were alrcady accounted for in the Regional Group Hotel and Conference
Center Revenues calculation. Additional spending is attributable to this group in the Convention Attendee and Transient
Spending calculation.

0 Conference/Convention Attendee and Transient Spending Quiside of [lofel - This calculation includes the spending of all
non-CMP conference attendees, convention attendees, trade and consumer show attendees and transient visitors outside of
the new Penn Squarc Center at restaurants, theaters, for rental cars, gasoline, etc. Spending pattern data from the
International Convention and Visitors Board and the Pennsylvania Dutch Tourist Burcau was utilized for this calculation.

0 Parking - This calculation captures non-displaced revenue which is attributable to parking spaces demanded due to the new
Penn Square Center. Parking demand was applied to a parking rate provided by the Parking Authority of the City ol
Lancaster.

0 Cash Flow Generated by the Hotel - This calculation includes extra food and beverage, telephone, and other spending
inside the hotel which was not accounted for by CMP revenue and room revenue. Convention Attendee and Transient
Spending Outside of Hotel was adjusted to avoid double-counting these types of revenuc sources.

> To be consistent with standard input-output modeling, for conversion of retail inputs to producer price inputs, estimated retail
revenues need to be margined. This entailed multiplying estimated retail revenues, by the Bureau of Economic Analysis’s
estimated margin, of 31.6% for retailers for 1996 (the most current data available).

2! Annual Benchmark Report for Retail Trade: January 1988 through December 1997. Washingldn, DC: US Department of Commerce, Census Bureau.
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D. IMPLAN Model Assumptions

> This analysis utilizes the IMPLAN input-output model which creates custom impact analyses using a process modeled on the
Bureau of Economic Analysis’s Benchmark Input-Output Study. The model operates under certain standard assumptions,
described below:

0 No supply constraints - means that an industry’s supplies are not limited; it has unlimited access to raw materials and
its output is limited only by the demand for its products.

0 Fixed commodity input structure - means that price changes will not cause a firm to buy substitute goods. Changes in
the economy will affect the industry’s output but not the mix of commodities and services 1t requires to make its
products.

0 Homogeneous sector output - means that the proportions of all the commoditics produced by that industry remain the
same, regardless of total output. ’

0 Similarity of industry technology - means that an industry has a primary product and all other products are byproducts
- of the primary product.
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Appendices

Economic, Demographic and Regional Overview

General Market Characteristics
> The Proposed Hotel and Conference/Convention Center will be located the City of Lancaster, Lancaster County, Pennsylvania.

> Lancaster is located within 500 miles of 40% af the U.S. population and within half of all U.S. personal buying power.

> Major cast coast cities are located within less than five hours driving time.

City Distance Driving Time
Baltimore, MD 70 miles 1.4 hours
New York, NY 160 miles 3.2 hours
Philadelphia, PA 65 miles 1.3 hours
Pittsburgh, PA 240 miles 4.8 hours
Richmond, VA 212 miles 4.5 hours
Washington, DC 112 miles 2.3 hours

Population and Income

> Moderate population and income growth for Lancaster County and the Commonwealth of Pennsylvania are anticipated to continu¢
through carly 2000s as various geographic, economic, and demographic factors point to stable, but continucd growth, in the City ol
Lancaster.

> According to CACI Marketing Systems, Inc. (“CACI”), a national marketing rescarch {irm, the population for the City of
Lancaster exhibited a slight decline from 1990 to 1998 at a compound annual ratc of -0.43 percent. Population growth 1s
anticipated to remain relatively unchanged for the City of Lancaster.
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City of Lancaster, Lancaster County and Pennsylvania Economic & Demographic Data

Compounded Compounded
Annual Annual
Growth Growth
1990 1998 1990-1998 2003 1998-2003
Population
City of Lancaster 55,551 53,664 -0.43% 54,038 0.14%
Lancaster County 422,822 457,879 1.00% 478,462 0.88%
Pennsylvania 11,881,643 12,017,882 0.14% 12,089,044 0.12%
Number of Households
City of Lancaster 21,189 20,749 -0.26% 21,081 0.32%
Lancaster County 150,956 165,745 1.18% 174,693 1.06%
Pennsylvania 4,495,966 4,602,871 0.29% 4,669,673 0.29%
Average Household Income
City of Lancaster 27,293 40,144 4.94% 50,968 4.89%
Lancaster County 39,238 - 54,591 4.21% 68,110 4.52%
Pennsylvania 36,684 48,216 3.48% 56,984 3.40%
Source: CACI Marketing Systems, Inc. 1998
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Both the Lancaster County and thc Commonwealth of Pennsylvania exhibited relatively moderate economic and demographic
trends between 1990 and 1998. Growth is anticipated to continue at this moderate rate through 2003 for both Lancaster County and
the Commonwealth of Pennsylvania.

The number of households in Lancaster County is anticipated to increasc at an annual compounded rate of 1.06 percent between
1998 and 2003, decreasing slightly from the growth rate of 1.18 percent achieved between 1990 and 1998.

Similarly, the number of houscholds in City of Lancaster is anticipated to increase at an annual compounded rate of 0.32 pereent
between 1998 and 2003, increasing from the growth rate of -0.26 pereent achieved between 1990 and 1998.

Average household income for City of Lancaster and Lancaster County between 1990 and 1998 increased at an overall
compounded growth rate of 4.94 and 4.21 percent, respectively, slightly higher than that of the Commonwealth of Pennsylvania.
For both markets, compounded annual growth rates are anticipated to increase at similar rates from 1998 to 2003.

Employment Data

> The employment base of Lancaster County is diversified between the services, trade and government sectars \
> According to Woods & Poole Economics, between 2000 and 2005, total employment in Lancaster € \J,‘miCiPalCd to
increase from 275,180,000 to 283,000,000, representing an annual compound growth of 0.56 percent. :

- . . - . AN C 2
> Total employment in Lancaster County increased at an average annual compound rate of .89 percent between 1990 and 1998,

while total employment for the Commonwealth of Pennsylvania increased at an average annual compound rate of 0.52 percent,
during the same time period. Employment growth between 1998 and 2005 in the County and Commonwealth 1s estimated to
continue at the same pace.
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> Lancaster County provides well-diversified employment base with significant concentrations in manufacturing, service and retail.

Employment by Industry Sectors
Manufacturing 56,426 30%
Service 51,074 27%
Retail 40,833 21%
Wholesale 13,051 7%
Construction 12,399 7%
Fire 8,320 4%
Transportation ' 6,507 3%
Other 1,692 1%

Source: Economic Development Company of Lancaster County

> According to Pennsylvania Department of Labor & Industry, Lancaster County scasonally adjusted unemployment rate decreased
slightly from 2.8 percent in January 1998 to 2.6 percent in January 1999. While the Commonwealth of Pennsylvania follows the
same trend, its seasonally adjusted unemployment rates are higher at 4.8 percent in January 1998 and 4.4 pereent in January 1999.

> Top employers in Lancaster County arc diversified and include manufacturing, health care, printing, government and other firms.

1998 Top Ten Employers
Armstrong World Industries 3,523
Lancaster General Hospital 3,350
R.R. Donnelley & Sons Company, Inc. 3,100
County of Lancaster 1,998
New Holland North America, Inc. 1.763
High Industries, Inc. 1,510
First Union Bank 1,500
School District of Lancaster 1,239
Grinnell Corporation 1,200
Tyson Foods 1,086

Source: Economic Development Company of Lancaster County
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Office Market Data

> [Lancaster’s real estate market appears to be currently oversupplied, with an overall vacancy rate of 16.4 percent, increasing from

13.6 percent the pervious year. This trend is expected to continue with the repositioning of buildings and the development ol new
corporate headquarters and the placing of their old spacc on the market.

According to High Associates, the Lancaster office market encompasses investor-owned Class A space of approximately 760,000
square feet, Class B space of 1.4 million square feet, and Business Center space of approximately 720,000 square fect.

Asking rental rates for Lancaster office market is dependent on the type of property. However, rales have been stagnant recently
and are expecled to remain so over the next few ycars.

From 1994 to 1998, the overall vacancy rate increased from 12.3 percent to 16.5 percent; with a net absorption of 496,978 square
feet in 1998. This increase can be atiributed to corporations such as Armstrong, constructing and relocating inlo new facilitics,
while placing their original location into the market for lcasing.

Lancaster Office Muarket

. 94/95 .. 95/96 96/97 97/98 -
Absorption 48,757 65,507 12,225 496,978
Vacancy Rate 12.3% 12.1% 13.6% 16.5%

Source: High Associates, 1998
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Submarket Office Murket
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Most new construction in Lancaster has been owner-user. However, several new buildings were developed in 1998. One building
was constructed in the Granite Run Corporale Center and consists of 40,000 square feet, of which almost 60 percent is still
available.

Additionally, the repositioning of several buildings has been planned for the downtown Lancasler area. They include the
repositioning of an industrial building on North Prince Street into office and condos, and Excelsior Place on East Kings Street into
ncw office and retail space.

Business expansion and relocation have been the trends for the Tancaster arca with the new Armstrong Campus recently completed
and another corporate headquarters under construction.

Fulton Bank, at One Penn Square, across from the Proposed Hotel Site, recently submitted final plans (o the county planners for a
$17.4 million expansion, that would add 100,000 squarc feet of space. It is anticipated that (he addition would be completed by
year end 2000.
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Transportation

> Lancaster is accessible by all modes of transportation, air, train, bus, and car. Major highways in the County include Interstate

Route 76, the Pennsylvania Turnpike, which traverses the entire southern portion of the state. US Routes 30, 222, and 322 arc also
available as well as Pennsylvania Route 283.

Lancaster Airport provides direct air access to Lancaster County. It is conveniently located 4 miles north of City of Lancaster on
Route 501. Over 55,000 passengers were served in 1997. Passenger service is availablc to Philadelphia and Pittsburgh through US
Airways Express; these {lights connect to over 150 destinations worldwide. Charter service is provided by Henry Weber Aircraft
Distributors and VentureJets, Inc. There arc over 175 corporate and general aviation aircrafts based at Lancaster Airport. The
Airport Layout and Development Plan is specially designed to accommodate future corporate hanger growth.

Harrisburg International Airport (HIA) is the provider of primary air service o Lancaster. It is located 30 miles northwest of the
City of Lancaster, with a travel time of approximately 35 minutes. HIA is the largest commercial airport in south-central
Pennsylvania, serving one and a half million passengers in 1997. Major airlines with daily service include American, Delta,
Northwest, United, and US Airways.

Philadelphia International Airport and Baltimore/Washington International Airport arc 95 minutes and 90 minutes travel time
away, respectively. Philadelphia International Airport, located 64 miles cast of the County, provides passenger service on 25
airlines, with direct flights to more than 100 national and international destinations. Baltimore/Washington International Airport,
located 75 miles south of the County, provides passenger service on 17 airlines.

Rail service is provided through Amtrak. Amtrak operates passenger service between Philadelphia and Harrisburg by way of the
Keystone Corridor. Amtrak’s Chicago to New York City service also passes through Lancaster. Greyhound and Capitol Trailways
provide bus service from Lancaster to the rest of the United States.
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Tourism

» The Pennsylvania Dutch Convention and Visitors Bureau (PDCVB) estimates that 5.6 million visitors came to Lancaster County
in 1997, and visitation is anticipated to increase to approximately 5.9 million in 1999.

> According to a survey conducted by Horizon East Marketing Services in 1997, when asked the most important reason for visiting
Lancaster County, 23 percent of the respondents said to sce the Amish. However, when asked to name 3 things they did while
visiting Lancaster, only 13 percent mentioned Amish attractions, 27 percent said they shopped, 12 percent went sightseeing or on
tours, 9 percent went to an amusement park, and 9 percent said they ate.

> According to the PDCVB, while not including shopping, these visitors spent approximately $400 million in 1996, compared to
$371 million in 1995, a 7.8 percent increase. Approximately another $200 million is spent while shopping in Lancaster. It is
expected that visitors’ spending will continue to increase, with current cconomic conditions.

> The area attracts 35 percent of its visitors from New York, while only 23 percent are directly from the Commonwecalth of
Pennsylvania. Maryland, Connecticut, Virginia and Ohio contribute another 14 percent, with the other 28 percent coming [rom
other points around the United States.
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