Exhibit II-1
Ames Hotel Base and Other Visitor Industry Attractions and Amenities
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The location of Ames near the geographic center of the State and at the intersection of
Interstate 35 and US Highway 30 increases the attractiveness of the destination as an
event market for those events drawing attendees from within driving distance. The
greatest concentrations of hotels are located near the intersection of Interstate 35 and US
Highway 30 (450 sleeping rooms) and near the intersection of US Highway 30 and
University Boulevard (349 sleeping rooms). The Gateway Hotel is the largest single
property, offering 187 total sleeping rooms, while the Quality Inn and Suites and the
Hilton Garden Inn are the only other two properties that offer more than 100 total
sleeping rooms.

The various event facility, retail, restaurant and/or hotel concentrations in Ames, such as
the lowa State Center, Campus Town and Downtown, are not located in close proximity
to one another. The dispersed nature of sleeping rooms and the various visitor-oriented
areas within Ames may decrease the attractiveness of the destination.

Generally, hotel properties only make approximately 70 to 80 percent of their rooms
available at any given time to be utilized by large convention events, making the
committable number of rooms available to out-of-town attendees somewhat lower than
the total hotel room inventory. As such, when larger, city-wide events are held in Ames,
attendees will utilize hotel properties throughout the City. Exhibit 11-2 presents a
summary of all hotel properties in Ames.
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Exhibit II-2
Summary of Ames Hotel Properties

Distance
from lowa
Facility Rooms State Center
lowa House (B&B) 13 1.04
Hotel Memorial Union 53 1.08
Days Inn Ames (formerly University Inn) 48 1.66
Best Western University Park Inn and Suites 87 1.71
Gateway Hotel and Conference Center 187 1.72
Holiday Inn Ames Conference Center 75 1.76
GrandStay Residential Suites 53 1.94
MonteBello (B&B) 4 2.14
Hilton Garden Inn Ames 112 2.97
Fairfield Inn & Suites Ames 76 3.24
Microtel Inn & Suites Ames 66 3.29
Super 8 Ames 60 3.44
Hampton Inn Ames 78 3.45
Comfort Inn Ames 52 3.50
Americlnn of Ames 66 3.55
Country Inn & Suites Ames 78 3.61
Heartland Inn Ames 86 3.80
Holiday Inn Express 74 3.97
Quality Inn & Suites Starlite Village Conference Center 120 3.98
Total / Average 1,388 2.73

Source: Ames Convention and Visitors Bureau, facility floorplans, www.mapquest.com, 2009

There are nearly 1,400 sleeping rooms throughout the 19 Ames hotel/motel properties.
However, the closest hotel property to the lowa State Center (which offers the largest
concentration of meeting and event space in Ames, as will be discussed later in this
chapter) is located more than one mile away. On average, Ames hotel/motel properties
are located more than 2.7 miles from the lowa State Center, and the closest “convention
quality” hotel properties (the Gateway Hotel, Best Western University Park and Holiday
Inn) are located approximately 1.7 miles from the lowa State Center.

The dispersed nature of the hotel package within Ames presents housing challenges to
events that draw a significant number of non-local attendees, as transportation to/from
outlying hotel properties is required. As will be discussed later in this report, many
planners of conferences, conventions, tradeshows and other events require a much higher
percentage of rooms comprising their respective room blocks to be located proximate to
the event facility.
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Corporate Base

The breadth and characteristics of the inventory of local corporations and employers can
provide an indication of general potential for corporate meeting activity within a given
market. Often, the major employers in a local market are an important source of facility
usage with regard to meetings, banquets and other similar uses, all of which are important
to maintain the utilization and financial viability of a convention facility. The influence
of ISU is clearly very significant in terms of potential event generation, as discussed
extensively throughout this report. Exhibit 11-3 outlines the top employers in Ames.

Exhibit II-3
Primary Ames Employers

Over 10,000 employees 50-250 employees
lowa State University Ames Tribune

Ag Leader
2,000-5,000 employees Ball Corporation
lowa Department of Transportation Barilla American, Inc.

Becker-Underwood
1,000-2,000 employees Cub Foods
Mary Greeley Medical Center First National Bank
McFarland Clinic PC Gilbert Community School
Sauer-Danfoss Heuss Printing

JC Penny
500-1,000 employees Kmart
Ames Community School Kreg Tool
City of Ames Lowe's Home Improvement Center

MH Eby, Inc.
250-500 employees Mainstream Living
3M Nikkel & Associates
Ames Laboratory Principal Financial Group
Hach Companies Sam's Club
Hy-Vee Food Store, Lincoln Center Story Constructin
Hy-Vee Food Store, West Target Stores
National Animal Diseas Center Todd & Sargent, Inc.
Sigler Companies UGS

Wal-mart

Younkers

Youth & Shelter Senices
Source: Ames Economic Development Commission, 2009

ISU is the largest local employer in Ames with over 10,000 employees, followed by the
lowa Department of Transportation. The Mary Greeley Medical Center, McFarland
Clinic PC and Sauer-Danfoss each have between 1,000 and 2,000 total employees.

The presence of ISU, the lowa DOT and the concentration of local health care
corporations could provide unique market niches that a new convention and event facility
in Ames could accommodate.
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Existing Event Facility Inventory

The number of existing event facilities in the local market, as well as the supply and
location of local hotel rooms, are important considerations with respect to the ability to
attract and accommodate convention, meeting, banquet, sporting and other event market
potential and associated economic impact. Presently, several event facilities in the Ames
area have the ability to accommodate various types and sizes of meetings, banquets,
food/beverage functions, public/consumer shows, conventions, tradeshows, conferences
and other assembly events. Exhibit I1-4 presents a summary of the event space offerings
throughout the Ames area, outlining the total sellable space, by type of space, and the
total number of sleeping rooms offered at each facility.

Exhibit II-4
Primary Ames Hotel and Event Facilities

Exhibit Meeting Ballroom Total
Local Market Venues Space Space Space Space
lowa State Center - Hilton Coliseum 30,000 0 0 0
Memorial Union 0 12,600 15,600 53
lowa State Center - Scheman Building 0 14,400 4,700 0
Gateway Hotel and Conference Center 0 8,100 7,300 187
Quality Inn & Suites Starlite Village Conference Center 0 1,400 8,400 120
Hilton Garden Inn Ames 0 2,600 2,200 112
Holiday Inn Ames Conference Center 0 4,500 0 75

Source: Ames Convention and Visitors Bureau, facility floorplans, 2009

Hilton Coliseum, located within the lowa State Center, offers the most total sellable
space, with approximately 30,000 square feet of exhibit space. Approximately 20,000
square feet of contiguous event space is available on the floor or the Coliseum, with an
additional 10,000 square feet available throughout the concourse. However, based on
discussions with facility management and existing/past users, a number of physical and
functional limitations of Hilton Coliseum were identified. These limitations include:

e [SU Athletics receive first booking rights to the space. Conferences, conventions,
tradeshows, consumer shows and other such events must wait until the upcoming
year’s athletic schedule is released before reserving Hilton Coliseum event space.
Typically, the schedule is released 12 to 18 months prior to the game dates, while
non-local conventions often prefer to book event space at least 24 to 36 months in
advance of the event date.

e The Coliseum’s event space is that of a typical basketball arena, and a
considerable amount of labor-intensive work is required to change the facility
from a basketball arena into a flat floor event facility, and then back to a
basketball arena.

e As a basketball arena, the Coliseum’s floor plan is not up to meeting and event
industry standards in terms of accessibility for those with limited mobility,
restroom access (none available on the arena floor) and other such factors.
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e Many shows are outgrowing the Coliseum’s floor space, requiring exhibit booths
to be located on the concourses in addition to the event floor. This is highly
inefficient in terms of producing an event.

e There are no capabilities to sub-divide the event space within the Coliseum.

e The Coliseum is perceived as an expensive building to rent, which further limits
its trade show use.

A dedicated flat floor facility could provide an attractive alternative to Hilton Coliseum
for several events currently being held on the Coliseum floor, including:

Agribusiness Association of America
Conference on Chemical Education
FFA Leadership Conference

lowa Maintenance Training Expo

Midwest Energy Association Expo
Science and Tech Fair

United Methodist Church

State 4H Conference

Shifting these and other similar events from the Coliseum to a new facility in Ames could
provide such a facility with an existing base of events, while allowing the ISU Athletics
department to focus on hosting athletic and spectator events at the Coliseum.

ISU’s Memorial Union offers the next most total sellable square feet of event space, with
approximately 28,200 square feet of meeting and ballroom space, including
approximately 15,600 square feet of contiguous event space when combining the Great
Hall, South Ballroom, Sun Room and Oak Room. However, combining these rooms does
not provide for a seamless single room. Rather, the space between the Great Hall and
South Ballroom, and the South Ballroom and Sun Room creates a “bottleneck”, limiting
the continuity of the room. Further, Memorial Union is a student-centered facility that
also contains the University Bookstore, a food court and a student activities center. The
significant and appropriate focus on University activities at Memorial Union impacts its
ability to host meetings and conventions produced by associations and corporations.

The Scheman Building, located within the lowa State Center, offers approximately
19,100 square feet of total event space, with the largest contiguous space available of
approximately 4,700 square feet when combining Rooms 220, 230 and 240. The
Gateway Hotel and Conference Center (Gateway) and the Quality Inn and Suites Starlite
Village Conference Center (Quality Inn) offer approximately 15,400 square feet and
9,800 square feet of event space, respectively. The Gateway’s largest contiguous event
space is the estimated 7,300-square foot Prairie Room, while the Quality Inn’s largest
contiguous event space is the estimated 8,400-square foot Grand Ballroom.

While there appears to be a significant amount of flat floor event space in Ames (over
110,300 square feet of total sellable space), existing facilities primarily focus on the event
market segment that has relatively limited space needs — events drawing, on average, 500
to 600 or fewer total attendees. Hilton Coliseum event space is the exception; however,
as discussed, this event space has specific limitations that diminish its attractiveness to
non-local meeting and event planners. This type of capacity data helps define the market
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parameters under which existing or new meeting and event facilities in Ames should
operate. Events that can be accommodated by privately operated hotels and other
existing facilities should not be the focus of a new event facility, while events too large
for the existing base of event space represent a viable event facility market.

In addition to the hotel and event facilities located in Ames, numerous convention and
conference venues throughout the State of lowa and the surrounding region could
compete for conferences, conventions, tradeshows, consumer shows, entertainment,
sporting and other such events. Based on conversations with representatives within the
Ames community familiar with the competitive local market, we have focused on the 18
conference/convention facilities summarized in Exhibit 11-5.

Exhibit II-5
Summary of Competitive Event Facilities

Largest
Exhibit Meeting Ballroom Total Contiguous
Competitive Facilities Location Space Space Space Space Event Space
Qwest Center Omaha Omaha, NE 194,300 22,100 41,900 258,300 194,300
lowa Events Center Des Moines, IA 174,000 40,100 19,100 233,200 146,900
lowa Events Center - Hy-Vee Hall Des Moines, 1A 96,100 15,500 0 111,600 96,100
lowa Events Center - Vets Auditorium Des Moines, IA 50,800 9,900 0 60,700 50,800
lowa Events Center - Polk County Convention Center Des Moines, IA 27,000 14,700 19,100 60,800 27,000
RiverCenter / Adler Theatre Davenport, 1A 33,400 8,200 13,200 54,800 33,400
Dubuque Grand River Center Dubuque, 1A 30,000 12,000 12,000 54,000 30,000
Coralville Marriott Coralville, IA 29,600 5,200 21,900 56,700 29,600
Sioux City Convention Center Sioux City, IA 28,600 4,300 5,000 37,900 28,600
Mid-America Center Council Bluffs, 1A 24,500 5,300 18,500 48,300 24,500
Des Moines Marriott Downtown Des Moines, IA 14,200 1,500 9,400 25,100 14,200
Quad-Cities Waterfront Convention Center Bettendorf, IA 0 2,700 14,200 16,900 14,200
Prairie Meadows Altoona, 1A 0 1,330 14,100 15,430 14,100
Crowne Plaza Five Seasons Cedar Rapids Cedar Rapids, 1A 0 9,400 13,000 22,400 13,000
Harrah's Council Bluffs Casino and Hotel Council Bluffs, IA 0 1,800 12,600 14,400 12,600
Sheraton West Des Moines Des Moines, IA 0 7,200 12,000 19,200 12,000
Cedar Rapids Marriott Cedar Rapids, 1A 0 6,700 11,200 17,900 11,200
Embassy Suites Des Moines Des Moines, IA 0 4,900 10,700 15,600 10,700
Isle Center Bettendorf, 1A 0 3,900 9,600 13,500 9,600
Des Moines Airport Holiday Inn and Conference Center Des Moines, IA 0 7,500 7,300 14,800 7,300
Renaissance Savery Hotel Des Moines, IA 0 8,100 6,100 14,200 3,300

With approximately 258,300 square feet of total sellable space, Qwest Center Omaha is
the largest area facility in terms of available flat floor event space in the market, followed
closely by the lowa Events Center and its estimated 233,200 square feet of total sellable
space. These facilities are designed and marketed to attract large state, regional and
national events that require a significant level of exhibit and event space. The lack of
direct airport access to Ames and the relatively limited supply of visitor industry
amenities (such as hotel rooms) limit Ames’ ability to directly compete with these
facilities and markets for large, exhibit-oriented events.
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Beyond the very large venues in Omaha and Des Moines, there is a set of somewhat
smaller centers in Davenport, Dubuque, Coralville, Sioux City and Council Bluffs that
are important to consider. These facilities offer between approximately 37,900 and
54,800 square feet of total sellable space, with between 24,500 and 33,400 square feet of
contiguous exhibit space. It is with these facilities, and the Des Moines Marriott
Downtown, that an Ames event facility is likely to compete for state and regional
association events. Importantly, these six facilities, on average, offer approximately 224
attached sleeping rooms to accommodate non-local meetings and events.

Local Market Issues and Conclusions

Based on the analysis performed and with regard to local market conditions and
interviews with local project stakeholders, key strengths and challenges of Ames, as they
relate to the potential development of a new mixed-use convention and events center, are
summarized below.

Strengths

e lowa State University — the University’s presence provides the demand necessary
to support a variety of visitor industry amenities such as hotel rooms, restaurants,
retail establishments and other entertainment venues that otherwise may not be
supportable in Ames. Further, many of the educational and research entities
comprising the University can serve as demand generators for a new event
facility.

e Centralized Location — Ames is located near the geographic center of the state of
lowa, with direct access to Interstate 35 and US Highway 30. This minimizes
travel costs for state and regional residents driving from a distance and increases
the ease of transportation due to the City’s location directly off of two major
thoroughfares.

e Affordable Cost Structure — The cost of living, visiting and doing business in
Ames, with respect to hotel rooms, transportation, food and other visitor
amenities, tends to be favorable relative to other competitive communities.

e Market Size — For many state and regional events, Ames offers many of the
amenities of a larger destination within a smaller, more accessible community.

Challenges

e Challenges with the Existing lowa State Center - Limiting factors associated with
lowa State Center event space include ISU Athletics priority booking, an inability
to subdivide the event space, a lower level of finish than is typical for “prime”
exhibit space in the industry, meeting rooms and restrooms accessibility from all
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areas of the exhibit space, lack of dedicated show offices for use by event
planners and lacking support space and registration/pre-function areas.

Limited Air Accessibility — The presence of a commercial airport provides an
important component in supporting an attractive destination for meeting and event
planners. However, the closest airport to Ames is the Des Moines International
Airport, which is located nearly one hour south of Ames, and closer to a number
of Des Moines area meeting and event facilities.

Limited Supply of Convention-Quality Hotel Properties — The area offers
relatively few full-service, convention-quality hotel rooms when compared to
competitive and comparable state and regional markets. Event planners tend to
prefer “convention quality”, full-service hotel properties (i.e. hotels with one or
more restaurants, rooms service and catering capability) within close proximity to
event facilities in order to achieve their desired room block. As will be further
discussed, the captured conference, convention, tradeshow and meeting market in
any community cannot grow beyond the ability of its hotel base to accommodate
out-of-town visitors.
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I11. Industry Trends and Characteristics Analysis

The market success of a public assembly facility can be partially attributed to the
characteristics of the industry as a whole. In order to assess the current and future
strength of the Ames market with regard to event activity that could utilize a new
convention and events facility in Ames, it is important to evaluate the industry trends
from a national and regional perspective. Broad industry changes characterized by
retraction and expansion in convention demand have taken place within the industry over
the past decade. Within this chapter, we present an evaluation of various industry
definitions and characteristics, and analysis of macro convention industry demand and
supply issues.

Industry Definitions and Characteristics

The public assembly event industry is diverse and dynamic, consisting of a wide variety
of events, many of which focus around a collection or gathering of individuals for the
purpose of entertainment/recreation and/or face-to-face communication and the
transmission of ideas/information. Typical industry event segments include:

e Conventions — Events traditionally held by professional associations of
international, national, regional, state or local scope. Many of these groups
tend to hold annual events that rotate among various destinations within a
particular region. In addition, most large corporations hold recurring events
for training, incentive, product demonstration and other purposes.

e Conferences — Meetings held by professional associations, non-local
corporations and local area companies. While sometimes used
interchangeably with the term “convention,” these events tend to be smaller,
on average, than conventions and are also less exhibition-focused.

e Tradeshows — Events primarily using exhibit space and traditionally held by
professional associations of international, national, regional, state or local
scope, as well as private events hosted by corporations. Some of these groups
tend to hold annual events that rotate among various destinations within a
particular region, similar to conventions, while others are fixed in specific
cities each year.

e Consumer Shows — Exhibit-based shows are typically open to the general
public and generally draw from the local area. These events tend to charge a
nominal fee for entry and typically include events such as home & garden
shows, boat shows, auto shows, gun shows, antique shows, career fairs, etc.

e SMEREF (Social, Military, Educational, Religious, Fraternal) — Events include
reunion-type meetings of groups and members, educational conferences and
other such events. These events tend to be more sensitive to cost aspects than
association and corporate groups.
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e Meetings/Banquets — Events include functions hosted by local service clubs
(Rotary, Shriners, and EIks) intended to share information, generate interest
and spur membership.  Other private events include local corporate
meetings/training, exams, wedding receptions, anniversary/birthday parties
and private banquets.

e Spectator Events — Ticketed and non-ticketed, both athletic and non-athletic
entertainment and educational events. Events are most often held in arena or
stadium-type facilities with plenary seating. Events include professional/
amateur sports, performing arts, high school/collegiate sports, concerts, family
and motor shows and speaking engagements. Many non-sporting spectator
events generally require plenary seating, as well as a stage and sound
equipment.

Exhibit 1l11-1 presents a summary of traditional event types along with their key

characteristics.

Exhibit Ill-1

Summary of Industry Event Types

Event Types

Primary Purpose

Key Facility
Requirements

Typical Facility
Used

Attendee
Characteristics

Conventions

Information exchange,
sales & networking

Exhibit, Ballroom &
Meeting space

Convention Center,
Conference Center

Predominently non-local

Conferences

Information exchange,
sales & networking

Ballroom and Meeting
space

Conference Center,
Hotel, Convention
Center meeting space

Depends on scope of
group, many are
predominently non-local

Tradeshows

Sales & Adwertising

Exhibit space

Convention Center,
Exhibition Center,
Tradeshow Facility

Depends on scope of
show, can hawve large
percentage non-local

Consumer Shows

Sales & Adwertising

Exhibit space

Conwention Center,
Exhibition Center

Mostly local

Social, Military,
Educational, Religious,
Fraternal Events

Information exchange,
civic, social, networking

Meeting, banquet,
multipurpose space

Civic/Community Ctr.,
Exhibition Center,
Conv./Conf. Center

Depends on scope of
group, many are
predominently non-local

Meetings / Banquets

Information exchange,
training, incentive

Meeting and Ballroom

Conference Center,
Hotel

Typically local

Spectator Events

Entertainment

Seating, stage/event floor

Arena, Civic Center,
Exhibition Center

Typically local

A variety of types of public assembly facilities exist in communities across the country
that accommodate some or all of these types of events. Certain events tend to possess
very specific facility and community requirements.
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Exhibit 111-2 illustrates differences in the physical characteristics and event profiles of
traditional event facilities.

Exhibit I1l-2
Typical Public Assembly Facility Characteristics

Convention Conference Expo Community/ Spectator Equestrian Fairgrounds
Center Center Center Civic Center Arena Center Complex
Multiple Indoor|Multiple Indoor
Exhibit, _ Exhibit, . Spectator | & Outdoor | & Outdoor
. Meeting, T Multipurpose . Facilities, Dirt | Facilities, Dirt
Type of Space Meeting, Limited Seating, Flat
Ballroom . Space & Concrete, & Concrete,
Ballroom Meeting Floor Space
Spectator Spectator
Seats Seats
Conventions, Local F:”’ AQ.
Trade Shows, | Conferences, |Public Shows,| Meetings & Horse, Rodeo, rorse,
. _ . Spectator and . Livestock,
Typical Events Meetings, Meetings, Trade Shows, Banquets, Ag., Livestock, .
) . Other Events . Public Shows,
Banquet, Banquets Miscellaneous| Recreation, Public Shows )
) Festivals,
Public Shows Other Events
Other
. . Adjacent Adjacent Parking, Parking, Parking, Parking, RV Parking, RV
Typical Ancillary o o S
Characteristics Headquarters | Headquarters | Accessibility, | Accessibility, | Accessibility, Hookups, Hookups,
Hotel Hotel Visibility Visibility Visibility Large Acreage|Large Acreage
. - Limi Limi Limi Limi
Econom.u: Impf’;\‘ct High Moderate imited to imited to imited to Moderate imited to
Generating Ability Moderate Moderate Moderate Moderate

Convention centers, under the traditional model, typically incorporate exhibit,

meeting and ballroom space. Usually located in medium- to large-sized cities,
convention centers tend to focus on attracting non-local economic impact-
generating events such as conventions and tradeshows. It is imperative that
convention-quality hotel inventory is located close to the center. Convention
centers also tend to host a large number of secondary events, such as corporate
meetings, public shows and banquets.

Conference centers tend to represent smaller facilities than convention centers,

usually containing both flexible and dedicated meeting space, in addition to
banquet space. Most traditional conference centers do not incorporate prime
exhibit space and instead focus on accommodating local and non-local
corporate meetings/conferences along with other local event activity such as
private receptions and banquets. Many conference centers are situated within
hotel facilities. Conference centers are often broken into several categories
related to their type/focus: executive, corporate, resort and college/university.

Feasibility Analysis for a Potential Mixed-Use Convention and Events Center in Ames
Industry Trends and Characteristics Analysis

Page 14




Expo centers, or exposition/exhibition centers, traditionally consist of large
exhibit-focused structures possessing limited or no breakout meeting and
banquet space. Expo facilities tend to be lower cost facilities (i.e.,
construction cost per gross square foot) than convention and conference
centers. Most of the events accommodated by traditional expo centers are
local in nature and include events such as public/consumer shows, festivals
and other large flat floor space using events.

Community/civic centers tend to vary widely in terms of their physical and
operational characteristics. Many centers offer multipurpose space that can
accommodate a wide variety of events. The large majority of event activity
represents events and attendees from the local area and, as such,
adjacent/nearby hotel inventory does not tend to be a primary concern for
most events. Communities tend to develop these types of facilities for the
good and benefit of the local community rather than for economic impact
generating purposes.

Spectator arenas are plenary seating venues that primarily accommodate
spectator events such as sporting events, concerts, family shows and circuses.
Some spectator venues have the capability to configure the arena floor and/or
retract some or all of its seating areas to accommodate certain types of flat
floor events such as graduations, public shows and recreation activities.

Equestrian centers are typically multi-facility complexes, often located in rural
or non-urban settings. Most equestrian centers focus on accommodating
horse-related shows, events and exhibitions. Typical equestrian centers
include a variety of event, show and stable areas, such as arenas, exhibition
facilities, show arenas, warm-up arenas, rodeo arenas, horse barns, livestock
barns and other such areas.

Fairgrounds complexes are often similar to equestrian centers, including a
variety of indoor and outdoor facilities suitable for equestrian, livestock,
agricultural, exhibition and recreational events and activities. The primary
role of these facilities is often to play host to an annual fair (i.e., County or
State Fairs, etc.), as well as various recurring livestock, equestrian and public
events. Many fairgrounds complexes also integrate horse racetracks and
grandstands for outdoor spectator events.
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Exhibit 111-3 illustrates a summary of the typical importance of various facility and
community characteristics as they relate to each particular event segment.

Exhibit I11-3
Typical Event Facility Requirements

High Exhibit/ Upscale Nearby
Quality Lg. Event Banquet Breakout Spectator Nearby Secondary Visitor
Finish Facility Hall Rooms Seating Parking Hotels Facilities Amenities
Conventions
Conferences
Meetings

Banquets/Receptions

Tradeshows

Consumer/Public Shows

Agricultural Shows

Equestrian Events

Rodeos

Tractor Pulls

Sporting Events

Concerts

Festivals

As shown above, different types of events can have very different preferences and
requirements with regard to facility characteristics. For example, conventions typically
place high premiums on high quality finish of event space, adjacent/proximity full-
service hotel rooms and other visitor amenities (i.e., restaurants, retail, entertainment,
etc.) in close walking distance, while consumer/public shows typically focus
predominately on large, low-finish space to accommodate exhibits.

This discussion begins to lay the groundwork for some important issues that will likely
affect the types of events that will be attracted to a new convention and events center in
Ames. The type, level of finish, configuration and amenities of the space offered in a
new facility will play an important role in determining the ability of the facility to attract
and accommodate certain types of events.
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Industry Growth Measures

Over the past ten years, challenges to the viability of the convention and tradeshow
business model have been put forth. For example, technology was viewed as a primary
threat, with product suppliers and end users using video technology to exchange
information via the internet. Conferences would be held electronically, with the
participants never leaving their work stations. In reality, there is no substitute for
personal interaction in reviewing product, exchanging ideas, participating in learning
sessions, and benefiting from the other related activities associated with the modern
convention and trade event.

Three nationwide economic events have led to a retraction or growth moderation in the
convention and tradeshow industry since 1987. During these periods (early 1990’s, early
2000’s and today), companies and associations cut spending on discretionary expenses
including those for conventions and tradeshows. It is important to note that the
recessionary period in the early 2000’s carried with it the dramatic impacts of decreased
demand for air travel due to the particular aspects of the 9/11 events. Similarly the
current economic conditions carry with them two unique aspects that magnify the
dampening of convention business. The first is characterized as the “AlG effect” or a
broad public condemnation of group events, particularly those held in traditionally
attractive visitor destinations. The second relates to the hyper growth in travel costs
associated with the dramatic increase in fuel prices in 2008.

As a result, it does appear that the convention and tradeshow event industry is
experiencing downturns more significant than overall economic conditions would have
predicted. For comparison, the more “traditional” (yet significant) recession of the late
1980’s resulted in much less severe impacts on various measures of the convention and
tradeshow industry.

To further explore the relationship between the convention and tradeshow industry and
overall economic conditions, we present annual changes to S&P 500 earnings-per-share
data along with the previous measures of convention and tradeshow performance.
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Exhibit Ill-4
Annual Changes to Large Convention & Tradeshow Demand and S&P 500 EPS
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Source: Tradeshow Week, Standard & Poor's, 2009

The correlation or linkages between the overall economy and the convention industry are
highlighted when reviewing S&P earnings per share data. The negative growth in the
three recessionary periods is clearly defined, as are the periods of economic and
convention/tradeshow industry growth. In the two most recent recessionary periods,
economic conditions were exacerbated by military conflict in the Gulf region. The lag
time between S&P earnings growth and rebound in the convention and tradeshow
industry could result from lingering effects of 9/11 and a continued reluctance to travel.

Today, several conditions are negatively impacting convention and tradeshow activity
nationally. First, the overall economic condition has led corporations to consider exactly
how they are participating in events. Decisions to reduce the number of personnel sent to
industry conventions, and to reduce the number of conventions that the company
participates in, are commonplace during economic downturns.  Secondly, recent
increases in travel costs and consolidation in airline routes are likely to have an impact on
event attendance.

The current economic conditions could result in a period of little overall industry growth
through 2010 and potentially into 2011. If projections of future economic growth are
generally accurate, it is likely that the convention and tradeshow industry will indeed
experience a downturn through 2009, with a recovery in demand taking place sometime
late in 2010.
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Supply and Demand

There has been a great deal of discussion nationally as to convention center supply and
demand conditions, with speculation as to potential overbuilding of centers around the
country. To evaluate this issue, we have assembled various industry data regarding
convention and tradeshow industry growth as measured against increases in facility
supply, as summarized by Exhibit I11-5 on the following page.

Exhibit Ill-5
Cumulative Industry Supply and Demand
200
=&o— Supply: Venue Exhibit Space >
175 Demand: Net Square Feet )/
CEIR Demand Index
Growth 150 = ==y —
Index X
1989=100 —N/
Base Year /0—0/ .
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100
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Source: CEIR Index Report, 2008; Tradeshow Week Major Exhibit Hall Directory, 2007

The data presented in Exhibit 111-5 demonstrate an echo relationship of industry supply
and demand over the past 18 years. Supply growth exceeded demand during the early
1990’s, and new facility development leveled off through the later part of the decade.
The growth in demand during the mid to late 1990’s spurred communities to finance and
construct convention center projects, with supply coming on line in the early 2000’s.
However, the corresponding significant downturn in demand created a gap in supply and
demand that still exists. Today, demand growth as measured by the Center for Exhibition
Industry Research (CEIR) has rebounded, and has begun to outpace supply growth. The
Tradeshow Week data still show a wide gap between supply and demand; however, this
data source does not capture corporate events, which represent a significant component of
overall convention and tradeshow industry demand.

The available trend data suggest that the convention and tradeshow industry generally
follows a pattern of alternating supply and demand dominance, often impacted by broad
economic conditions. In planning for future Ames convention and events center
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development, the national trend data should be considered as part of the overall
discussion and analysis process; however, demand characteristics that are unique to the
market will have a significantly greater impact on the performance of a potential new
convention and events center in Ames and on the market viability of any future facility
investment.

While much of this chapter has focused on national industry demand and supply trends, it
is critical to consider this information in appropriate context. The most important event
segments for many markets comparable in size to Ames tend to be local events and state
and regional events (rather than national events). In the case of Ames, ISU provides a
significant and highly unique demand generator.

As an illustration, the exhibit below presents an aggregated summary of the typical event
profiles of a selection of small and mid-sized convention centers versus large convention
centers.

Exhibit Ill-6
Macro Issues — Typical Convention/Conference Center Event Mix
Typical Typical
Small/Medium Large
Center Center
0

21%

0 0 0
2% 14% M National Events 39%

O State/Regional Events
O Local/Other Events

Source: CSL International analysis of convention center event data, 2007.
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IV. Analysis of Competitive and Comparable Facilities and Markets

This chapter provides a review of various physical characteristics and resources of
facilities and communities around the country that are competitive or comparable in some
way to Ames. This data is useful in understanding how other similar markets are
performing within current industry conditions, the level of space and hotel room
inventory offered by competitors and other such characteristics. The data also helps
place the Ames convention and event facility product within a competitive and
comparable market context with respect to key facility and market factors, which are
considered by association and corporate event planners in determining the ability of a
community to attract convention, conference and tradeshow business. Some of the
factors analyzed in this section include:

e Exhibit Space e Facility space ratios
e Meeting/ballroom space e Hotel room tax rate
e Total sellable space e Convention and Visitors Bureau

e Hotel room inventory Annual Budget

Exhibit IV-1 presents the 18 competitive and comparable markets and facilities analyzed.

Exhibit IV-1
Competitive and Comparable Facilities and Markets
Bismarck, ND Bismarck Civic Center
Council Bluffs, IA Mid-America Center
Des Moines, IA lowa Events Center
Duluth, MN Duluth Entertainment & Convention Center
Fargo, ND Fargodome
Fort Wayne, IN Grand Wayne Convention Center
La Crosse, WI La Crosse Center
Lincoln, NE Lincoln Convention Center (new facility)
Madison, WI Monona Terrace Convention Center
Omaha, NE Qwest Center
Overland Park, KS Overland Park Convention Center
Rapid City, SD Rushmore Plaza Civic Center
Rochester, MN Rochester Mayo Civic Center
Sioux City, IA Sioux City Convention Center
Sioux Falls, SD Sioux Falls Convention Center
St. Paul, MN St. Paul RiverCentre
Tulsa, OK Tulsa Convention Center
Wichita, KS Century Il Center
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Exhibit Space

Two types of exhibit space are offered at the facilities reviewed: prime space and gross
space. Prime space refers to the dedicated exhibition area, typically used by conventions
and tradeshows for exhibits that is column-free or with minimal columns, has high
ceilings (typically 35 feet in height), utility floor grids (supplying electricity,
telecommunications, water, etc.), convenient accessibility to each hall for load-in/load-
out and other such amenities. Gross space refers to the total area that can be used for
exhibits and includes surrounding areas such as lobbies and substandard space in terms of
columns, ceiling heights and other characteristics.

Exhibit V-2 presents a comparison of total prime exhibit space offered among the
competitive and comparable facilities reviewed.

Exhibit IV-2
Comparison of Prime Exhibit Space —
Competitive and Comparable Facilities

Omaha, NE 194,300
Des Moines, IA 174,000
Wichita, KS 173,000

Tulsa, OK

St. Paul, MN
Duluth, MN
Owerland Park, KS
La Crosse, WI
Bismarck, ND
Fort Wayne, IN
Rapid City, SD
Madison, WI
Sioux Falls, SD (1)
Lincoln, NE

Sioux City, 1A
Rochester, MN
Council Bluffs, IA

102,600

Average = 70,700
Median = 48,600

0 50,000 100,000 150,000 200,000

Square Feet

(1) Does not include 19,300 square feet of Arena floor space or 16,800 square feet of ballroom space.
Note: Data does not include the Fargodome in Fargo, ND as this facility does not offer traditional event space.
Source: facility floorplans, management, and industry publications, 2009

As presented in the exhibit, Qwest Center Omaha incorporates the largest amount of
prime exhibit space among the competitive and comparable facility set reviewed, with
approximately 194,300 square feet. The Mid-America Center in Council Bluffs
incorporates the least, with approximately 24,500 square feet of exhibit space. The
median competitive and comparable facility offers approximately 48,600 square feet of
prime exhibit space.
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As discussed, Hilton Coliseum currently offers approximately 30,000 square feet of
exhibit space, of which approximately 20,000 square feet is contiguous. However, it is
difficult for events to utilize this event space during the winter collegiate athletic season
as ISU teams and organizations have booking priority. Further, game/competition
schedules are often released one year prior to the event, while conference, convention,
tradeshow and other event planners often look to reserve event space at least three to five
years in advance of the event date. The next largest amount of contiguous event space in
Ames is the 8,400-square foot Grand Ballroom at the Quality Inn and Suites Starlite
Conference Center.

Meeting/Ballroom Space

Sufficient modern meeting and ballroom space is also important in attracting and
accommodating events in the convention, conference and meeting industry. Based on
CSL research, event organizers see it as an increasingly important factor in their selection
of host cities. Meeting space is typically highly flexible (sub-divisible) with high-end
acoustics, event technology and separate service corridor access.

Exhibit 1V-3 compares the square feet of meeting space offered at the competitive and
comparable facilities reviewed.

Exhibit IV-3
Comparison of Meeting Space —
Competitive and Comparable Facilities

Des Moines, IA 44,800
Rapid City, SD
Wichita, KS
Omaha, NE
Bismarck, ND

St. Paul, MN

Fort Wayne, IN
Duluth, MN
Rochester, MN
Owerland Park, KS
Scheman Building
Tulsa, OK

Sioux Falls, SD 10,400
Lincoln, NE 10,000

Sioux City, 1A 9,300 Average = 17,200

La Crosse, WI Median = 15,300
Madison, WI
Council Bluffs, 1A

39,100

22,100
19,300
18,400

17,500

17,100

15,500

15,000

| 14,400

10,800

5,300
5,300

0 10,000 20,000 30,000 40,000 50,000

Square Feet

Note: Data does not include the Fargodome in Fargo, ND as this facility does not offer traditional event space.
Source: facility floorplans, management, and industry publications, 2009
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The level of meeting space is broadly distributed among the comparable and competitive
facilities, ranging from approximately 44,800 square feet at the lowa Events Center to
5,300 square feet at the Mid-America Center. On average, approximately 17,200 square
feet of meeting space is offered among the facilities analyzed. The approximately 14,400
square feet of meeting space available at the Scheman Building ranks near the midpoint
of the competitive and comparable set of facilities analyzed.

The total number of breakout meeting rooms is another important characteristic of a
facility’s meeting space package. If a facility has too few breakout rooms, its ability to
market to a wide variety of events and host multiple events at the same time is severely
handicapped. A review of the total number of breakout rooms within the competitive and
comparable facilities indicates that the Scheman Building, with 18 breakout meeting
rooms, ranks above both the average and the median (14 breakout rooms) of the facilities
analyzed.

In an effort to better understand the relationship of a facility’s relative supply of exhibit
space we have calculated the ratio of available meeting space to prime exhibit space.
Exhibit V-4 presents a summary of this ratio for the competitive and comparable
markets reviewed.

Exhibit IV-4
Ratio of Meeting Space to Exhibit Space —
Competitive and Comparable Facilities

Meeting Space
Intensity

Rapid City, SD
Rochester, MN 0.62
Bismarck, ND
Fort Wayne, IN
Lincoln, NE

Sioux City, IA
Sioux Falls, SD (1)
St. Paul, MN
Duluth, MN

Des Moines, IA
Owerland Park, KS
Council Bluffs, IA

0.94 High

Wichita, KS
La Crosse, WI Average = 0.31
Madison, W1 Median = 0.27
Omaha, NE
Tulsa, OK Low
0.00 0.25 0.50 0.75 1.00 1.25

Square Feet of Meeting Space per Square Foot of Exhibit Space

(1) Does not include 19,300 square feet of Arena floor space or 16,800 square feet of ballroom space.
Source: facility floorplans, management, and industry publications, 2008

A high level of meeting space intensity may be indicative of either a relatively high
supply of available meeting space within the given facility or an undersupply of prime
exhibit space. Conversely, a low level of meeting space intensity may point toward either
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a low level of meeting space supply or a relatively high level of exhibit space. The need
for meeting space as part of most convention and conferences has grown in past years.

As shown, the average ratio for the set of comparable facilities analyzed is approximately
0.31 square feet of meeting space for every square foot of available exhibit space. The
Rushmore Plaza Civic Center in Rapid City, South Dakota has the highest level of
meeting space intensity, with approximately 0.94 square feet of meeting space for every
square foot of prime exhibit space, while the Tulsa Convention Center has the lowest
level or meeting space intensity, offering just 0.11 square feet of meeting space for every
square foot of exhibit space. As a point of reference, approximately 46,700 square feet of
exhibit space to compliment the 14,400 square feet of meeting space at the Scheman
Building would be necessary to achieve the average meeting space intensity level of the
competitive and comparable markets reviewed. It is important to note that these event
space levels are merely presented for comparative purposes, and are not representative of
the unique demand characteristics of the Ames event market, which will be discussed in
the subsequent chapter.

Another important characteristic reviewed by event planners when selecting a potential
facility is the amount of available ballroom space. This space can be used for general
assemblies, product demonstrations, light exhibits and a variety of other uses.
Recognizing this, planners have increasingly placed a premium on such space in their
selection of host cities. Ballroom space is also desirable in that it tends to keep delegates
in the convention center during the event as a variety of different functions, such as meal
functions, can be conducted all under one roof. Further, adjacent hotel ballrooms may be
occupied with unrelated events that may prevent their use by convention center events.
In state-of-the-industry convention centers, ballroom space tends to provide a large
contiguous open area, high ceilings (25 to 28 feet as opposed to 12 to 15 feet for meeting
space) and a slightly higher level of finish, including a higher grade of lighting, floor
covering and wall finish.
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Exhibit IV-5 compares the total ballroom space offered within the competitive and
comparable venues.

Exhibit IV-5
Comparison of Ballroom Space —
Competitive and Comparable Facilities

Omaha, NE
Duluth, MN

Tulsa, OK

St. Paul, MN
Owerland Park, KS
Madison, WI
Lincoln, NE

41,900
38,000

Des Moines, 1A
Council Bluffs, 1A
Sioux Falls, SD

Rapid City, SD Average = 20,800
Fort Wayne, IN 10,000 Median = 19,600
La Crosse, WI 6,700
Rochester, MN 4,200
0 5,000 10,000 15,000 20,000 25,000 30,000 35,000 40,000 45,000 50,000

Square Feet
Notes: The Bismarck Civic Center, Sioux City Convention Center and Century Il Center do not currently offer ballroom space. Average and median calculations do not
include markets without ballroom Space.
Note: Data does not include the Fargodome in Fargo, ND as this facility does not offer traditional event space.
Source: facility floorplans, management, and industry publications, 2009

Qwest Center Omaha currently offers the most total ballroom space, with approximately
41,900 square feet, while the Mayo Civic Center in Rochester, Minnesota offers the least
(among facilities offering dedicated ballroom space), with approximately 4,200 square
feet. Three of the facilities included in this analysis, the Bismarck Civic Center, the
Sioux City Convention Center and the Century Il Center in Wichita, Kansas do not
currently offer ballroom space.

On average, the largest ballroom space available among the competitive and comparable
facilities reviewed is approximately 20,800 square feet. The estimated 8,400-square foot
Grand Ballroom at Quality Inn and Suites Starlite Conference Center, the largest amount
of dedicated ballroom space available at an Ames facility, ranks near the bottom of the
set of facilities analyzed. Only the Mayo Civic Center and the La Crosse Center, both of
which account for a significant level of occupancy through arena related events, rank
below the 8,400 square feet of ballroom space at the Quality Inn in Ames.
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It is useful to examine the relationship between a given facility’s ballroom space and its
exhibit space in order to ensure a proper mixture of available event space. Exhibit V-6
presents this ratio for the competitive and comparable facilities reviewed.

Exhibit IV-6
Ratio of Ballroom Space to Exhibit Space —
Competitive and Comparable Facilities

Ballroom Space
Intensity

Council Bluffs, 1A 0.76 High
Lincoln, NE
Duluth, MN

Madison, W1
Sioux Falls, SD
Ovwerland Park, KS
St. Paul, MN
Rapid City, SD
Tulsa, OK
Omaha, NE

Fort Wayne, IN

Average = 0.38
Median = 0.40

0.11 Low

Rochester, MN

La Crosse, WI

Des Moines, 1A

0.00 0.10 0.20 0.30 0.40 0.50 0.60 0.70 0.80 0.90 1.00

Square Feet of Ballroom Space per Square Foot of Exhibit Space

Notes: The Bismarck Civic Center, Sioux City Convention Center and Century Il Center do not currently offer ballroom space. Average and median calculations do not
include markets without ballroom space.

Note: Data does not include the Fargodome in Fargo, ND as this facility does not offer traditional event space.

Source: facility floorplans, management, and industry publications, 2009

As presented, the average ratio of ballroom space to exhibit space for the set of
competitive and comparable facilities analyzed is approximately 0.38 square feet of
ballroom space for every square foot of exhibit space. The Mid-America Center
currently offers the highest level of ballroom space intensity, with a ratio of
approximately 0.76. The lowa Events Center currently provides the least ballroom space
intensity, with approximately 0.11 square feet of ballroom space per square foot of
exhibit space, largely resulting from the relatively large amount of exhibit space offered
within the Center. Based on the estimated 46,700 square feet of exhibit space required to
achieve the average meeting space intensity levels of the set of facilities reviewed, an
estimated 18,000-square foot ballroom would be necessary to achieve the average
ballroom space intensity levels of the competitive and comparable facilities reviewed.
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Total Sellable Space

Exhibit V-7 presents the rankings of all of the competitive and comparable facilities
analyzed in terms of total sellable space, which includes all available exhibition, meeting
and ballroom space.

Exhibit IV-7
Comparison of Total Sellable Space —
Competitive and Comparable Facilities

Omaha, NE
Des Moines, IA
Wichita, KS
Tulsa, OK
Duluth, MN
St. Paul, MN
Owerland Park, KS
Rapid City, SD
Fort Wayne, IN
La Crosse, WI
Bismarck, ND
Madison, W1
Sioux Falls, SD
Lincoln, NE
Council Bluffs, 1A 48,300 Average = 101,800
Rochester, MN 44,900 Median = 72,100

lowa State Center 44,400

Sioux City, IA ! 37,900

0 70,000 140,000 210,000 280,000

Square Feet

258,300
237,900

201,200
141,100

118,400
109,800
98,500

95,800

76,000
68,100
67,900
62,900
60,800
60,000

Note: Data does not include the Fargodome in Fargo, ND as this facility does not offer traditional event space.
Source: facility floorplans, management, and industry publications, 2009

As shown, the amount of total sellable space offered at the competitive and comparable
facilities reviewed varies widely, averaging approximately 101,800 square feet. Qwest
Center Omaha offers the most total sellable space, with approximately 258,300 square
feet, while the Sioux City Convention Center offers the least, with approximately 37,900
square feet. When combining the event space within the lowa State Center (utilizing
exhibit space at Hilton Coliseum and meeting space at the Scheman Building), Ames
ranks near the bottom of the competitive and comparable markets reviewed, with
approximately 44,400 square feet of total sellable space. This is presented strictly for
space comparison purposes, and does not consider the fact that the ISU Center space is
not of the convention standard set by the other facilities reviewed.
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Hotel Room Inventory

The availability of hotel rooms to serve the requirements of the convention industry is a
critical factor in the success of a public assembly facility. The inventory of hotel rooms
in a community is measured in many different ways, including the total inventory of
rooms throughout the metro area, the number of headquarters hotel rooms and the total
rooms within one-half mile of the convention center.

For purposes of this analysis, we have assembled data pertaining to each of the above
measures. Exhibit 1V-8 details the total number of available hotel rooms in each of the
comparable markets reviewed.

Exhibit IV-8
Comparison of Total Hotel Rooms —
Competitive and Comparable Markets

St. Paul, MN
Overland Park, KS
Tulsa, OK
Omaha, NE
Madison, WI

Des Moines, IA
Wichita, KS

Fort Wayne, IN
Rochester, MN
Rapid City, SD
Duluth, MN
Sioux Falls, SD
Fargo, ND
Bismarck, ND
Council Bluffs, IA
La Crosse, WI
Lincoln, NE

Sioux City, IA

30,000
26,400

8,818

5,200
5,100
5,000
4,300
4,100
4,000
2,500

2,100

2,000 Average = 7,630
1,900 Median = 5,000
[ 11,400
1,300

0 5,000 10,000 15,000 20,000 25,000 30,000

Hotel Rooms
Note: Data pertaining to the number of hotel rooms within one-half mile of the planned Lincoln Convention Center is not yet available.
Source: Interviews with CVB's, Destination Marketing Association International CVB Organizational & Financial Profile, 2007

As shown, there is a wide range in the number of hotel rooms in the markets reviewed,
ranging from approximately 30,000 hotel rooms available in the Saint Paul/Minneapolis,
Minnesota metropolitan area, to approximately 1,300 hotel rooms available in the Sioux
City, lowa metro area. On average, the comparable markets reviewed offer
approximately 7,630 total sleeping rooms, while the median market offers approximately
5,000 sleeping rooms. Ames ranks near the bottom of the set of markets reviewed with a
total of approximately 1,400 total sleeping rooms.

Feasibility Analysis for a Potential Mixed-Use Convention and Events Center in Ames
Analysis of Competitive and Comparable Facilities and Markets
Page 29




Exhibit 1V-9 details the inventory of hotel rooms at headquarters hotel properties serving
each market’s convention center. In some markets, more than one headquarters property
is offered.

Exhibit IV-9
Comparison of Headquarters Hotel Rooms —
Competitive and Comparable Markets

| B Primary Hotel O Secondary Hotel |

Des Moines, IA (1) 603
St. Paul, MN 470
Omaha, NE 450

Tulsa, OK
Ovwerland Park, KS
La Crosse, WI (2)
Lincoln, NE

Fort Wayne, IN
Sioux Falls, SD

Madison, WI
Rapid City, SD 205
Sioux Citv. 1A 103 Average = 305
ioux City, .
Y " Median = 250

Rochester, MN
Council Bluffs, IA

133

0 50 100 150 200 250 300 350 400 450 500 550 600 650
Hotel Rooms

(1) Des Moines has two headquarter hotels; the Des Moines Downtown Marriott (409 rooms) and the Renaissance Savery Hotel (194 rooms).

(2) La Crosse has two headquarters hotels; Radisson Hotel La Crosse with 169 rooms and the Holiday Inn Hotel & Suites La Crosse with 114 rooms.

Note: The Bismarck Civic Center, Duluth Entertainment and Convention Center, Fargodome, Sioux City Convention Center and Century Il Center in Wichita do not currently offer a
headquarter hotel property and are not included as part of the average and median calculations.

Source: Convention and Visitors Bureaus, 2009

The two headquarters hotels adjacent to the lowa Events Center provide the most total
guestrooms, with 603 total rooms, split between the Des Moines Downtown Marriott
(409 rooms) and the Renaissance Savery Hotel (194 rooms). A larger headquarters hotel
(in terms of total number of sleeping rooms) is located in St. Paul, Minnesota; however,
the 470 rooms at the Crowne Plaza Hotel St. Paul-Riverfront are not adjacent to the St.
Paul RiverCentre. The largest single property headquarters hotel located adjacent to the
corresponding event facility is the Hilton Omaha, with 450 total sleeping rooms. On
average, competitive and comparable markets offer approximately 305 rooms at
headquarters hotels. It is important to note that markets such as Bismarck, Duluth, Fargo,
Sioux City and Wichita do not currently offer a headquarters hotel property adjacent to,
or within close proximity to, their event facility.

The largest current hotel property in Ames is the 187-room Gateway Hotel and
Conference Center. Were a property of this size to be utilized as a headquarters hotel for
a new Ames convention and event facility, it would rank near the bottom of the
competitive and comparable markets reviewed, similar to headquarters hotel properties in
Rapid City, South Dakota; Sioux City, lowa; and Rochester, Minnesota.
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Based on conversations with CVB representatives and information provided by
Destination Marketing Association International (DMAI), we have also quantified the
inventory of hotel rooms within one-half mile of the respective convention and event
facilities in competitive and comparable markets. This is an important analysis because if
event planners are unable to fully accommodate their room block within a single
headquarters hotel property, they typically prefer to achieve their room block in hotel
properties located within a relatively short distance to the event facility. Results are
summarized in Exhibit 1VV-10.

Exhibit IV-10
Comparison of Total Rooms at Hotels
Within One-Half Mile of the Convention and Event Facility —
Competitive and Comparable Markets

Omaha, NE 1,706

St. Paul, MN 1,511
Rochester, MN
Des Moines, IA
Owerland Park, KS
Duluth, MN
Tulsa, OK
Wichita, KS
Council Bluffs, 1A
Madison, W1
Fort Wayne, IN
Rapid City, SD
Sioux City, 1A
Sioux Falls, SD
La Crosse, WI
Bismarck, ND
Fargo, ND

580
575 Average = 920

Median = 1,000

0 600 1,200 1,800

Square Feet

Note: Data pertaining to the number of hotel rooms within one-half mile of the planned Lincoln Convention Center is not yet available.
Source: Interviews with CVB's, Destination Marketing Association International CVB Organizational & Financial Profile, 2007

Based on CVB and DMAI information, there are approximately 920 total hotel rooms
within one-half mile of the average market’s primary convention facility. As presented
earlier, including existing and planned properties, there are nearly 1,400 hotel rooms
within the Ames market. However, the inventory of rooms is dispersed throughout the
community, with the largest concentration of hotels within a one-half mile radius
consisting of approximately 560 rooms near the intersection of Interstate-35 and
Highway 30. The limited hotel rooms within the Ames market is a competitive
disadvantage in comparison with similar national and regional facilities when competing
for non-local events. Emphasizing this point is the fact that hotel properties will typically
commit, on average, approximately 70 to 80 percent or less of their total inventory for
non-local groups and events. Therefore, only an estimated 980 to 1,120 hotel rooms
within the Ames market may generally be available for large national or regional events
if utilizing every hotel property within the City.
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Another measure of a facility’s supply of total sellable space is to compare it relative to
the available hotel inventory within its given market. We have calculated the ratio of
available hotel rooms within one-half mile of the convention center to the facility’s
available total sellable space. Exhibit I\VV-11 presents this comparison against those of the
competitive and comparable markets and facilities reviewed.

Exhibit IV-11
Ratio of Hotel Rooms within One-Half Mile of the
Convention Center to Sellable Space —
Competitive and Comparable Markets and Facilities

Hotel Room
Intensity

Rochester, MN
Council Bluffs, IA
Madison, WI

St. Paul, MN
Ovwerland Park, KS
Sioux City, 1A
Duluth, MN
Sioux Falls, SD
Rapid City, SD
Fort Wayne, IN
Tulsa, OK
Omaha, NE

La Crosse, WI

0.052 High
0.041

Average = 0.018

Des Moines, IA

o Median = 0.016
Wichita, KS 0.006
Bismarck, ND Low
0.00 0.01 0.02 0.03 0.04 0.05 0.06

Number of Hotel Rooms per Square Foot of Exhibit Space

Note: Data does not include the Fargodome in Fargo, ND as this facility does not offer traditional event space.
Source: facility floorplans, management, and industry publications, 2009, Destination Marketing International CVB Organizational & Financial Profile, 2007

The average ratio for competitive and comparable markets analyzed is approximately
0.018 hotel rooms within one-half mile of the convention center for every square foot of
total sellable space available. Rochester offers the most hotel room intensive market,
with approximately 0.052 rooms within one half mile per square foot of exhibit space
offered at the Rochester Mayo Civic Center; however, this is largely due to the relatively
small offering of exhibit space in the market. This is similar to the circumstances present
in the Council Bluffs market as well.
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Hotel Room Tax Rate

In addition to hotel room availability, the total tax charged on hotel rooms can also be an
important factor considered by meeting and event planners when making their site
assessments. Considerably higher room tax rates relative to other markets can, for some
events, negatively impact the likelihood of a particular location being selected. Exhibit
IV-12 provides a summary of total hotel room tax rates among the competitive and
comparable markets reviewed.

Exhibit IV-12
Comparison of Total Hotel Room Tax Rate —
Competitive and Comparable Markets

Rapid City, SD (1)
Fargo, ND
Bismarck, ND
Sioux Falls, SD
Rochester, MN 11.0%
Ames, 1A ]12.0%
Sioux City, 1A 12.0%
Lincoln, NE 12.0%
Des Moines, IA 12.0%
Council Bluffs, 1A 12.0%
La Crosse, WI 12.5%
St. Paul, MN 13.0%
Duluth, MN 13.0%
Wichita, KS 13.3%
Madison, WI 13.5%
Owerland Park, KS 13.5%
Tulsa, OK 13.7%
Fort Wayne, IN 14.0%
Omaha, NE 16.5%

Average =12.1%
Median = 12.0%

0.0% 5.0% 10.0% 15.0% 20.0%
Tax Rate

(1) Does not include a $2 per room, per night surcharge on properties offering 50 or more rooms.
Source: Destination Marketing Association International CVB Organizational & Financial Profile, 2007

Many of the competitive and comparable markets utilize hotel tax revenue to fund
convention and visitors bureau and facility operations. On average, competitive and
comparable markets charge a 12.1 percent total hotel tax. Omaha charges the highest
such rate (16.5 percent), while Rapid City collects the lowest rate (8.0 percent); however,
the eight percent tax rate in Rapid City does not include a $2 per person surcharge on
properties with 50 or more rooms. Ames possesses a total effective hotel tax rate of 12.0
percent, which equals the median among the competitive and comparable markets
reviewed and is the same rate charged in other markets within lowa such as Des Moines,
Council Bluffs and Sioux City.
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Convention and Visitors Bureau Annual Budgets

Exhibit 1VV-13 presents a summary of the annual convention and visitors bureau (CVB)
budgets for the competitive and comparable markets reviewed. The data presented was
complied in the 2007 Destination Marketing Association International CVB
Organizational & Financial Profile.

Exhibit IV-13
Comparison of Convention and Visitors Bureau Annual Budgets —
Competitive and Comparable Markets

Madison, WI $3,100,000
Omaha, NE $3,008,000

Tulsa, OK $3,000,000
Des Moines, IA $2,885,000
Wichita, KS $2,233,000
Rapid City, SD $2,200,000
St. Paul, MN $1,899,000
Duluth, MN $1,718,000

$1,687,000
$1,600,000

Rochester, MN
Owerland Park, KS

Fargo, ND $1,170,000
Lincoln, NE $1,100,000
Ames, IA | $1,000,000
Fort Wayne, IN $1,000,000
.Blsmarck, ND $884,300 Average = $1,694,000
Sioux Falls, SD $863,000 Median = $1.643.500
La Crosse, WI $645,000
Council Bluffs, 1A $500,000
$0 $500,000 $1,000,000  $1,500,000 $2,000,000 $2,500,000 $3,000,000 $3,500,000

Source: Destination Marketing Association International CVB Organizational & Financial Profile, 2007

As shown, CVB expenditures in Madison are the highest, at approximately $3.1 million
annually, while the Council Bluffs market has the lowest annual CVB expenditures,
estimated at $500,000. The Ames CVB budget is comparable to other markets such as
Lincoln, Fargo, Fort Wayne and Bismarck. Should a new convention and events center
be developed in Ames, a re-allocation of existing CVB resources may be necessary to
ensure aggressive sales and marketing efforts.
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V. Market Demand Analysis

To form a basis for the market demand analysis, detailed surveys were completed with
meeting planners within various key segments that represent the existing and potential
event market for Ames. This data provides a basis for evaluating event potential in the
Ames market and the facility and amenity characteristics needed to accommodate those
markets. Telephone interviews were completed with current and past Ames event space
users, state and regional organizations representing the potential market for an Ames
convention and event facility, corporate event planners, ISU event space users, youth and
amateur athletic groups and other potential sources of event space demand in the Ames
market to evaluate current perceptions of Ames as an event destination and gather
opinions as to the future of the industry overall among the broader event market. We
begin with an analysis of the state and regional event market.

State and Regional Organizations

State and regional organizations were surveyed to ascertain their interest in using Ames
event facility and to collect pertinent event-related data, should an interest be expressed.
State and regional organizations typically represent independent professional
organizations or smaller affiliates of national organizations. Regional organizations often
produce an annual event that rotates among destinations within a region or predetermined
set of states, while state organizations typically host an annual event within their
particular state. The majority of both state and regional organizations hold one or more
annual events.

More than 65 individual telephone interviews (representing more than 100 individual
events) of state and regional event planners were conducted as part of our research
process. The events identified through the state and regional surveys were analyzed in
terms of both potential for being held in Ames and attributes unique to the event. Exhibit
V-1 presents the names of state and regional organizations interviewed by CSL.
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Exhibit V-1
Interviewed State and Regional Organizations

Participating State and Regional Organizations

ABATE of lowa

Advantage Chiropractic Network

Agribusiness Association of lowa

American Camping Association

American Waterworks Association - lowa Section
Antique Auciton

Antique Spectacular

Arts and Craft Show

Asphalt Paving Association of lowa

Associated General Contractors of lowa
Association for Living History

Association of lowa Fairs

Children and Families of lowa's KIDFEST
Construction Safety & Electrical Trade Council Show
Farm Equipment Association

Farner-Bocken Product Show

Fire Services Institute

Golf Expo

Greater lowa RV and Boat Show

HBA of Greater Des Moines Home and Product Expo
Home Builders Association of lowa

Independent Insurance Agents of lowa

International Association of Arson Investigators
lowa Association of Community College Trustees
lowa Association of County Conservation Boards

lowa Association of Homes and Services for the Aging

lowa Association of REALTORS
lowa Association of School Boards
lowa Automobile Dealers Association
lowa Buying Show

lowa Cattlemen's Association

lowa Chapter - National Assoc. of Postmasters of the U.S.

lowa Concrete Paving Association
lowa Dental Association

lowa Farm Bureau Federation
lowa Farm Business Association
lowa Farmers Union

lowa Florist Association

lowa League of Cities

lowa Library Association

lowa Medical Society

lowa Nurses Association

lowa State Association of Counties
lowa Turfgrass Institute

Interest in Using Ames Convention and Event Facilities

Following several introductory questions (the results
discussed), state and regional organization respondents were asked to indicate the
likelihood of their organization using Ames convention and event facilities in the future,
assuming the facility and hotel offerings met the needs of their event(s). These responses
are presented in Exhibit V-2.

Exhibit V-2

Liquidation Expo

Mid-America Orthopaedic Association

Midwest Association for Medical Equipment Services
Midwest Association of Professional Disc Jockeys
Midwest Association of Rail Shippers

Midwest Association of Zurah Shriners

Midwest Energy Association

Midwest Roofing Contractors Association

North Central Electrical League

Northern Lights Distributing Food Show
Northwestern Lumber Association

Order of the Eastern Star - lowa Chapter
Pheasants Forever

Prevent Child Abuse of lowa

Redi-Mix Association

RV Camping Show

Take2 Childrens Consignment Sale

United Methodist Church

Upper Midwest Assocciation of Promotional Products
Women Working in Corrections & Juvenile Justice
Young Professionals

of which will be subsequently

Likelihood of Using Ames Convention and Event Facilities —
State and Regional Organizations

Definitely Use

Likely Use

Possibly Use

Not Likely

Definitely Not

29%
Positive response - 74%
Negative response - 26%
14%
0% 10% 20% 30% 40% 50%

24%

Note: Data represented includes all organizations interviewed.
Source: CSL Interviews, 2009

60%
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Based on survey results, the positive response percentage (“definitely use”, “likely use”
and “possibly use”) by state and regional organizations with an annual event
approximates 74 percent. Of the groups indicating a positive interest, approximately 24
percent of respondents indicated that their group would “definitely use” Ames convention
and event facilities, 21 percent would “likely” use Ames convention and event facilities
and approximately 29 percent of respondents indicated that their group would “possibly”
use these facilities, assuming the building, hotel package and other ancillary
characteristics of the area met the needs of their respective event(s).

Approximately 12 percent of planners surveyed would “not likely” use Ames convention
and event facilities and 14 percent of respondents indicated that their group would
“definitely not” use Ames convention and event facilities even if the facility and market
characteristics met the needs of their group. Specific reasons given as to why their group
would either “not likely”” or “definitely not” utilize Ames convention and event facilities
included a preference for hotel properties because the space was more affordable, a
preference for other geographic locations, the presence of a more significant
concentration of their attendee, delegate and/or membership base in another state or
regional location, and a lack of airport accessibility.

The 74 percent positive response rate is somewhat higher than results generated by
previous surveys conducted by CSL for similar products in similar-sized markets such as
Sioux Falls, South Dakota, and similar to results generated in Lincoln, Nebraska.

Event Space Demand
In an effort to gauge event space requirements, state and regional organization planners

were asked to estimate the average exhibit space square footage needs associated with
their event(s). Responses are outlined in Exhibit V-3.
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Exhibit V-3
Summary of Exhibit Space Demand —
State and Regional Organizations
120,000

Average = 17,100
Median = 10,000

100,000

80,000

60,000

Square Feet

40,000

Contiguous
Event Space
at Hilton
Coliseum

20,000

5%
10%
15%
20%
25%
30%
35%
40%
45%
50%
55%
60%
65%
70%
75%
80%
85%
90%
95%

100%

Percent of Market Captured

Note: Data represented includes all organizations with a potential interest in Ames convention/event facilities.
Source: CSL Interviews, 2009

As shown, the average state and regional organization with a positive interest in utilizing
Ames convention and event facility space generates usage of approximately 17,100
square feet of exhibit space. It is important to note that approximately 20 percent of the
potential market utilizes no exhibit space. Currently, the level of contiguous exhibit
space available at Hilton Coliseum (approximately 20,000 square feet) is estimated to be
able to accommodate approximately 70 percent of the potential demand for state and
regional organizations. However, as discussed previously, Hilton Coliseum is not an
ideal option for many event planners due issues such as the lack of availability during the
winter collegiate athletics seasons and lack of typical supporting event space such as
breakout meeting rooms or ballroom space. The next largest contiguous event space in
Ames, the 8,400-square foot Grand Ballroom at the Quality Inn and Suites Starlite
Village Conference Center, is estimated to be able to accommaodate slightly more than 35
percent of the potential state and regional event demand for exhibit space.

Another fundamental component of a “complete” convention center is its available
breakout meeting space. Because meeting room space can be used for many different
purposes, actual square footage requirements can vary considerably. State and regional
event planners expressing a potential interest in Ames convention and event facilities
were asked to estimate the average meeting space levels required for their respective
events. Exhibit V-4 summarizes their responses.
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Exhibit V-4
Summary of Meeting Space Demand —
State and Regional Organizations

54,000

Average = 11,900

45,000 )
Median = 8,100

36,000

27,000

Square Feet

18,000

Scheman
Building
Meeting Space |

9,000

0%
%

%

%

%
65%
70%
75%
80%
85%
90%
95%
100%

Percent of Market Captured

Note: Data represented includes all organizations with a potential interest in Ames convention/event facilities.
Source: CSL Interviews, 2009

As summarized in the exhibit, the average state and regional organization with a positive
interest in Ames convention and event facilities utilizes approximately 11,900 square feet
of meeting space. Fifty percent of Ames’s potential state and regional organization
market consists of events requiring 8,100 or fewer square feet of meeting space. The
approximately 14,400 square feet of meeting space currently available at the Scheman
Building (the largest collection of meeting space within the Ames market) is estimated to
be able to meet the demands of nearly 75 percent of the potential market.

Additionally, convention and meeting planners for state and regional organizations were
asked to estimate the average amount of ballroom space required by their events.
Responses are summarized in Exhibit V-5.
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Exhibit V-5
Summary of Ballroom Space Demand —
State and Regional Organizations

40,000

Average = 7,500
Median = 6,000

32,000

24,000

Square Feet

16,000

r Quality Inn |
.| Ballroom Space

8,000

5%
40%
45%
50%
55%
65%

X
)
©

10%
15%
20%
25%
30%
35%
70%
75%
80%
85%
90%
95%
100%

Percent of Market Captured

Note: Data represented includes all organizations with a potential interest in Ames convention/event facilities.
Source: CSL Interviews, 2009

As presented in the exhibit, the average state and regional organization event with a
positive interest in Ames convention and event facilities generates usage of
approximately 7,500 square feet of ballroom space. Approximately fifty percent of the
potential state and regional organization market for Ames consists of events requiring
less than 6,000 square feet of ballroom space. Furthermore, 90 percent of the potential
state and regional event market consists of events occupying approximately 11,600
square feet of ballroom space or less. Currently, the estimated 8,400-square foot Grand
Ballroom at the Quality Inn and Suites Starlite Conference Center accommodates nearly
75 percent of the potential state and regional event market. However, using this space for
ballroom functions would preclude its use for exhibits or other concurrent uses.
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Average Delegate Attendance

State and regional event planners were asked to estimate the average total delegate and
exhibitor attendance levels for their events. These figures exclude spouses and guests of
the event’s delegates. Responses are summarized in Exhibit V-6.

Exhibit V-6
Summary of Delegate and Exhibitor Attendance —
State and Regional Organizations

3 Non-Exhibitor Exhibitor
7,000
6,000 Average Delegate Attendance = 830
Median Delegate Attendance = 475
Average Exhibitor Attendance = 140
5,000 Median Exhibitor Attendance = 80 /
@ 4,000
Q
°
c
2 /
z 3,000 /
2,000 /
1,000
0

5%
50% -
55% —F
60% -
65% -
75% -
80% -
85% -
90% -
95% -

100%

T
X
o
~

10% A
15% -
20% -
25% -
30% -
35% -
40% -
45% -

Percent of Market Captured

Note: Data represented includes all organizations with a potential interest in Ames convention/event facilities.
Source: CSL Interviews, 2009

As shown, the average state and regional organization event with a positive interest in
Ames convention and event facilities attracts approximately 830 delegates and 140 total
exhibitors. Approximately 50 percent of the potential state and regional organization
market for Ames consists of events with 475 delegates or fewer and less than 80
exhibitors. Approximately 90 percent of the potential state and regional organization
market consists of events attracting fewer than 1,640 delegates and 350 exhibitors.
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Hotel Room Demand

The number of attendees at an event influences the number of hotel rooms occupied. One
of the most important aspects in attracting non-local conferences, meetings, conventions
and other related events is the availability of committable, convention-quality hotel
rooms. “Convention-quality” is a term that varies based on the particular community and
type of group considered; therefore, in order to accommodate as many different groups as
possible, it is important to offer a variety of hotel properties with varying price ranges
and available amenities. The market share captured in any community cannot expand
beyond what the area hotels can comfortably accommodate. Exhibit V-7 presents a
summary of hotel room demand associated with the potential Ames state and regional
event market.

Exhibit V-7

Summary of Hotel Room Demand —
State and Regional Organizations
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Average = 270
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Note: Data represented includes all organizations with a potential interest in Ames convention/event facilities.
Source: CSL Interviews, 2009

The average state and regional organization expressing a potential interest in rotating a
future event to Ames requires approximately 270 hotel rooms on the peak night(s) of its
event. Approximately 50 percent of Ames’s potential state and regional event market
consists of events utilizing approximately 125 or fewer rooms.  Furthermore,
approximately 90 percent of the potential state and regional organization market consists
of events utilizing 715 hotel rooms or less. Nearly 95 percent of the demand for hotel
rooms can be satisfied with the estimated 960 committable rooms available within the
Ames market.
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Since many groups have specific requirements related to a headquarters hotel being
located either adjacent to or in close proximity of a host facility, survey respondents were
questioned regarding their group’s specific hotel requirements. Approximately 56
percent of state and regional organization survey respondents with a positive interest in
Ames indicated that their group’s event requires a headquarters hotel attached or directly
adjacent to the host facility. This suggests some degree of flexibility — which may be
necessary given the disbursed nature of local hotels, as discussed earlier. The significant
percentage of events that do not require a headquarters hotel property may be a result of
the large number of state and regional event attendees who typically drive their own
vehicles to an event.

Although a headquarters hotel may be a requirement of the majority of state and regional
organization respondents, events with a larger membership base may also utilize
additional hotel properties in order to achieve their respective room blocks. Exhibit V-8
presents a summary of the total number of hotels that state and regional organization
events are willing to utilize in order to fulfill their room blocks.

Exhibit V-8
Number of Hotels Willing to Use —
State and Regional Organizations

Four or More

Three

Two

One

0% 20% 40% 60% 80% 100%

Note: Data represented includes all organizations with a potential interest in Ames convention/event facilities.
Source: CSL Interviews, 2009

As presented, approximately 68 percent of the potential state and regional organization
market would be willing to assemble a room block in more than one hotel property.
Respondents suggested that competitive state and regional markets typically do not offer
a single hotel property capable of containing their entire event. As such, they have grown
accustomed to utilizing a variety of different hotel properties regardless of their chosen
destination and would not necessarily eliminate a destination from contention because
they were forced to utilize multiple hotel properties in order to achieve their full room
block.
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Seasonality

Convention, tradeshow, conference, meeting and other events typically have specific
preferences and/or requirements regarding the month or months in which their event(s)
can occur. Exhibit V-9 presents the seasonality patterns for those state and regional
events that represent the potential market demand for Ames convention and event
facilities.

Exhibit V-9
Event Seasonality —
State and Regional Organizations

25%

23%

Spring — 25% Summer — 7%
20% 4 Fall — 50% Winter — 18%

15% +

10% +

5% +

Note: Data represented includes all organizations with a potential interest in Ames convention/event facilities.
Source: CSL Interviews, 2009

As presented, state and regional event demand is concentrated primarily in the fall and
spring months. Approximately 50 percent of respondents indicated that they typically
hold their event(s) sometime between September and November, with approximately 23
percent indicating a preference for October meetings. Approximately 25 percent of
respondents indicated that they typically hold their event(s) between March and May,
with approximately 13 percent indicating a preference for April events.

The preference for summer events is significantly lower, as only seven percent of state
and regional organization event planners indicated that they hold events from June
through August. This trend is somewhat contrary to state and regional events throughout
the rest of the country, which tend to peak during the summer months; however, this may
be somewhat indicative of the predominantly agricultural nature of lowa’s economy.
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Analysis of Current and Past Ames Event Space Users

In an effort to obtain useful feedback from event planners most familiar with the Ames
market, current and past users of Ames event space were contacted via e-mail and asked
to comment on various aspects of the Ames convention package as a whole. Exhibit V-10
presents a table of the organizations interviewed by CSL in this effort.

Exhibit V-10
Interviewed Current and Past Users of Ames Event Space

Current and Past Ames Event Space Users

IAHSA Annual Conference lowa State Education Association

lowa County Engineers lowa Vet Med Association Winter Conf/
lowa Funeral Directors lowa Vet Med Annual Conference
lowa High School All-State Speech Festival Mental Health Conference

lowa State Association of Counties YSS -Risky Business Conference

Respondents were first asked to indicate the likelihood of their organization returning to
Ames in the future. Responses are summarized in Exhibit V-11.

Exhibit V-11
Likelihood of Returning to Ames —
Current and Past Ames Event Space Users

Definitely Use 56%

Likely Use 33%

Possibly Use 11%

Positive response - 100%
Not Likely (0% Negative response - 0%

Definitely Not |0%

0% 25% 50% 75%

Note: Data represented includes all organizations interviewed.
Source: CSL Interviews, 2009

As shown, approximately 89 percent of current and past Ames event space users
surveyed indicated that they will “definitely” or “likely” consider Ames as a potential
host destination for their event(s) in the future. More than half of this positive response
rate (approximately 56 percent of all respondents) indicated that they would definitely
return to Ames in the future.
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Following this question, a series of open-ended questions were posed to current and past
users. Respondents were asked to comment on various aspects of the Ames convention
package, including current strengths or weaknesses of the market and whether they could
potentially increase their usage of the market with the addition of new flat floor event
space. We have summarized these comments below:

e Strengths of the Ames meeting and event market cited by current and past Ames
event space users include:

(0]

O O0OO0OO0Oo

(0]

Central location within the state

Free parking

High inventory of parking

City size is not intimidating

University presence and research efforts
Reasonable rate hotels

Easy to maneuver in Ames

e Challenges facing the Ames meeting and event market cited by current and past
Ames event space users include:

o
(0}
o
o
o

Transportation to/from Des Moines Airport

No hotel attached to Scheman

Limited to about 550 people for largest events

Would like seating for 800 to 1,200 people

No facility to accommodate tradeshow and breakout space

e Approximately 78 percent of current and past Ames event space users indicated
that if flat floor event space were added to the market, they could potentially
increase their usage of the Ames market, either through larger events or new
events to the market. Specific comments included:

(0]

O OO

@]

The flat floor space may work for one of our future events.

Flat floor may enable our agency to host a second annual event.

I believe we could expand our trade show if we had a larger area.

We would plan on coming every May for our Spring Conference to use up
to six breakout session rooms, large keynote speaker area, exhibitor booth
area and space for lunch and breaks.

It would make a huge difference in our All-State Festival usage.

Just be sure it's centrally located - not too far away from the hotels, ISU,
etc.

Feasibility Analysis for a Potential Mixed-Use Convention and Events Center in Ames
Market Demand Analysis

Page 46

LEISURE




Analysis of Potential lowa State University Demand

Another potential source significant event facility usage identified is from ISU.
Interviews and an online survey were conducted to obtain feedback from various I1SU
departments, faculty, staff and other potential sources of demand.

Based on feedback received through interviews with ISU personnel, it appears that the
majority of day-to-day University-related meetings can be accommodated by department
and classroom buildings. Similarly, student groups generally use classroom space for
their events during the evening, and therefore do not need off-campus meeting space.
Larger events that cannot be accommodated by classrooms and smaller meeting rooms on
campus are generally accommodated at the Scheman Building or Memorial Union.

While most University-related events can be accommodated by existing facilities, several
additional events were identified through the interview process that could represent
opportunities for a new flat floor facility. Several departments, including the Meat Lab,
Agricultural Economics and the College of Engineering currently host conferences in
Ames. A larger facility would provide additional space for these events and ease
scheduling conflicts at Hilton Coliseum, which are prevalent during the winter and spring
sports seasons. In addition, opportunities would exist for ISU departments and personnel
to pursue national association events, particularly those related to education and/or
agriculture, and produced by organizations such as:

Council for Agricultural Science and Technology;

National Association of College and University Residence Halls;
National Pork Producers; and,

A wide variety of similar organizations.

A specific example of an event that would benefit from additional flat floor event space is
the Integrated Crop Management (ICM) Conference conducted in Ames by ISU
Extension each year. The event must book facilities 10 years in advance in order to
guarantee use of all available space at the Scheman Building, Fisher Theater and Hilton
Coliseum. The event draws 900 to 1,000 visitors to Ames each year, but could grow to
1,100 to 1,200 attendees in the future if additional space were available.

Job fairs represent another potential source of ISU utilization of a new flat floor facility.
The College of Engineering hosts two annual career fairs and was forced to turn away
between 50 and 75 companies in 2008 due to lack of exhibit space. New flat floor event
space that could accommodate 400 booths would be ideal for their event. The College of
Business also hosts two annual career fairs, and prior to the economic slowdown in 2009
had outgrown Hilton Coliseum. The College of Business would like flat floor space to
accommodate 200 booths. Representatives of the College of Agriculture indicated that
they also need additional space for career fairs.

The ISU Athletics Department could also represent a potential user of the proposed
facility for events such as pre-game functions, banquets, fan festivals and donor events
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for up to 1,000 guests. Further, the proposed facility could provide meeting and
gathering space for visiting collegiate athletic teams, particularly if a hotel is located
adjacent to the facility.

The ISU Institute for Transportation (InTrans) expressed a potential interest in bringing
two new events to Ames if a flat floor event space were available for up to 40 booths,
along with space for a meal function and concurrent breakout meeting rooms.

Another opportunity discussed during the interview process is ability to use the proposed
new facility to address ISU’s need for a large lecture hall. In recent years, the University
has discussed a need for a large lecture space for 500 to 1,000 students. A 400-seat
facility was recently constructed, but additional demand may exist for another large
lecture facility. Space at a new conference center could be used for large class lectures,
but this would entail significant challenges, including the ability to maintain a class
schedule around other events, provide the appropriate audio/video and sound technology,
and transport students to and from the facility.

In order to supplement the findings of the interview process and identify additional areas
of potential demand from ISU departments and personnel, an email survey was
conducted to generate responses from departments that require some measure of meeting
and event space. Responding departments are presented in Exhibit V-12.

Exhibit V-12
Interviewed ISU Departments Utilizing Event Space

lowa State University Departments Utilizing Event Space

Agronomy - Extension Interdepartmental Toxicology

Ames Lab-MFRC InTrans

Animal Science Leopold Center for Sustainable Agriculture

Center for Technology in Learning and Teaching Music

Child Welfare Project National Concrete Pavement Technology Center, ISU
Continuing Education & Professional Development ~ New Student Programs

Economics- Heartland The Center for Excellence in the Arts and Humanities

Of the responding departments, each indicated that it holds at least one recurring event in
Ames. In addition, approximately two-thirds of respondents also indicated that they host
at least one recurring event outside of the Ames market. Respondents were asked to
comment on the reason why they choose to host certain meetings outside of the Ames
market. Specific responses included:

e “Some conferences require more space than is available at Gateway Hotel and the
client wants a hotel setting rather than a conference facility like Scheman. The
other limitation of the Scheman facility is that there is limited accessible flat
space. We have no facility able to reasonably accommodate groups between 450
and 2,700 attendees; above and below those numbers are easily accommodated
but nothing in the 500-1,000 attendee range.”

e “The need for larger flat space at the lowa State Center. Our current event of
approximately 1,000 people cannot grow because we cannot find enough
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classroom/auditorium space at a facility that offers a room large enough to feed
everyone. Also there is currently no space to add educational exhibits, poster
sessions, or other such events.”

e “Access to the airport has always been the issue. It is easier to use Des Moines
hotels because they provide free airport shuttles and we do not have to juggle
schedules and/or drivers or pay for it.”

e “The cost of catering an event is high and hotel rooms typically have limited
availability on the dates needed for our event.”

e “Most hotels and restaurants in Ames are overpriced for the services offered.”

After establishing where I1SU departments are currently holding their event(s),
respondents were asked to indicate the likelihood of their department utilizing a new
multi-purpose event facility in Ames in the future, assuming the facility and supporting
visitor industry infrastructure supported the needs of their event. Responses are
summarized in Exhibit V-13.

Exhibit V-13
Likelihood of Utilizing a New Multi-Purpose Event Facility in Ames—
lowa State University Departments

20%

Definitely Use

Positive response - 67%
Negative response - 33%

Likely Use
Possibly Use 47%

Not Likely

Definitely Not

0% 25% 50% 75%

Note: Data represented includes all organizations interviewed.
Source: CSL Interviews, 2009

Based on survey results, the positive response percentage (“definitely use”, “likely use”
and “possibly use”) by ISU departments with one or more annual event approximates 67
percent. Of the groups indicating a positive interest, approximately 20 percent of
respondents indicated that their group would “definitely use” a new multi-purpose event
facility in Ames and approximately 47 percent of respondents indicated that their group
would “possibly” use these facilities, assuming the building, hotel package and other
ancillary characteristics of the area met the needs of their respective event(s).
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Approximately 27 percent of planners surveyed would “not likely” use Ames convention
and event facilities and seven percent of respondents indicated that their group would
“definitely not” use a new multi-purpose event facility in Ames even if the facility and
market characteristics met the needs of their group. Specific reasons given as to why
their group would either “not likely” or “definitely not” utilize Ames event space largely
suggested that Ames currently has enough event space with which to host their event(s).

In an effort to gauge event space requirements, event planners for ISU departments were
asked to estimate the average gross exhibit space square footage needs associated with
their event(s). On average, respondents indicated that their event generates usage of
approximately 9,100 gross square feet of exhibit space. Approximately 50 percent of the
potential ISU event market for Ames consists of events requiring less than 8,000 square
feet of exhibit space, while approximately 90 percent of the potential ISU event market
could be accommodated with approximately 12,800 square feet of exhibit space.

ISU department event planners also indicated a need for breakout meeting space. The
average responding ISU department event utilizes approximately 13,700 square feet of
meeting space. Fifty percent of Ames’ potential ISU department event market consists of
events requiring 11,000 or fewer square feet of meeting space. Approximately 90 percent
of the potential 1SU event market could be accommodated with approximately 28,800
square feet of meeting space.

Additionally, 1SU department event planners were asked to estimate the average amount
of ballroom space required by their event(s). The average ISU department generates
usage of approximately 5,600 square feet of ballroom space for banquets, meal functions
and/or plenary sessions. Approximately 50 percent of the potential ISU department
market consists of events requiring less than 3,800 square feet of ballroom space.
Further, approximately 90 percent of the potential ISU department market could be
accommodated with approximately 12,000 square feet of ballroom space.

As discussed previously, the number of attendees at an event influences the number of
hotel rooms occupied. On average, ISU department events attract approximately 430
attendees. Approximately 50 percent of the potential ISU department event market
consists of events with 280 attendees or fewer. Approximately 90 percent of the potential
ISU department market consists of events attracting fewer than 810 attendees.

Corporate Events

Events hosted by members of the local corporate community can provide a convention
facility with an ongoing source of utilization. In order to assess the market potential for
corporate events at a new facility in Ames, interviews were conducted with
representatives of several of the market’s top employers.

Some of the corporations interviewed, such as Ag Information Center, Ag Leader
Technology and Sauer Danfoss, indicated that they either have the necessary facilities in
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order to conduct events, or are currently in the process of constructing such facilities.
Therefore, these organizations do not anticipate holding a significant number of off-site
events in the future.

However, other local corporations indicated that they could use a larger events space in
the market. For example, representatives of Hawkeye Renewables suggested that the
potential exists to utilize flat floor event space for a large employee training event and/or
holiday party. The organization could utilize space large enough for up to 600 people
and 10 breakout rooms. This level of space is difficult to assemble at Ames’ existing
event facilities. Similarly, representatives of Mary Greeley Medical Center indicated that
the organization uses on-site facilities (auditorium and meeting space), but could use a
new facility for a large annual banquet event.

The corporate inventory in Ames is limited in comparison to larger regional markets such
as Des Moines and Omaha. However, based on the feedback received through the
interview process, it is possible that corporate events could represent a secondary source
of event demand for a new facility in Ames.

Sports and Spectator Events

While conferences, conventions, trade/consumer shows, banquets, meetings and other
traditional flat floor event types are anticipated to represent the primary sources of
utilization for a new facility in Ames, the proposed facility could also be designed with
the flexibility to accommodate a variety of additional events, as discussed below.

Concerts

Based on conversations with individuals who are familiar with the local and regional
concert market, there is a potential need for a concert venue with a capacity of 2,500 to
5,000 in Ames. This capacity would differentiate the facility from regional competition,
and would be appropriate for many acts that cater to a college-age crowd. The proposed
facility could potentially fill this need if it offers temporary seating, dressing rooms and
other necessary amenities.

Challenges associated with holding concerts at the venue may include:

e Potentially lower ceiling height than traditional concert venues;

e Ability to hang heavy sound and light production from the ceiling; and,

e Ability to provide temporary or retractable chairback seating, which concert
promoters prefer over bleacher seats.

These challenges have been met in numerous facilities around the country, and could be
addressed in Ames in order to accommodate concert event demand.
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High School Events

In order to assess potential demand for high school sporting events and
meetings/conference at the proposed facility, interviews were conducted with
representatives of the Ames Community School District, the lowa High School Athletic
Association and the lowa Girls High School Athletic Union. Representatives of the
Ames Community School District indicated that they hold education training events at
the Scheman Building, Gateway and the ISU Alumni Center. While the space at these
facilities is generally adequate for their needs, they occasionally encounter scheduling
difficulties.

The School District is unlikely to use the proposed facility for any seated events.
Graduations are currently held at Hilton Coliseum and are likely to remain there in the
future. Most local high school sporting events are held at District-owned facilities and
would unlikely to relocate to a facility that required payment of a rental fee.

From the standpoint of state championship events, it is unlikely that these events would
use the proposed facility. Girls volleyball and basketball championships are locked into
long-term contracts with the current venues, while boys basketball and wrestling require
larger seating capacities that would likely be accommodated by the proposed facility.
There are currently no state championship events for gymnastics or other indoor sports.

Recreational Sports

Multi-purpose facilities like the one being considered in Ames can host recreational
sports events and tournaments by utilizing temporary flooring to provide the appropriate
athletic surface. In order to assess potential demand for recreational sports use of a new
facility in Ames, interviews were conducted with local, regional and national recreational
entities for sports such as basketball, volleyball and wrestling.

Currently, gymnasium space is at a premium in Ames for recreational basketball and
volleyball activities. Gymnasiums belonging to the School District and ISU are generally
not available to external organizations. As a result, these organizations must use Boys
and Girls Club and other such venues during early morning or late evening hours.

There appears to be unmet demand for gymnasium space, particularly from adult
recreational leagues. School District representatives indicated that they frequently turn
down requests from such leagues to hold games at their facilities. Further, the rental rates
associated with the District’s gymnasiums were increased recently, increasing the
demand for alternative locations.

While a need exists for indoor recreational space in the community, the proposed multi-
purpose venue may not be ideal for these leagues, as scheduling of special events would
likely preclude regular weeknight play. Further, the costs associated with installing
temporary sport courts, wrestling mats or other such playing surfaces may result in
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disadvantage if Ames is bidding against a facility with dedicated courts. Therefore,
sports use is not anticipated to represent a significant source of utilization for the
proposed facility.

Special Events

In addition to the various events discussed above, the presence of a large, multi-purpose
space could attract new special events to Ames and help strengthen recurring events that
are already coming to the market, including the lowa Special Olympics and the lowa
Games.

Representatives of the lowa Special Olympics indicated that several events and activities
related to the Summer Games could utilize a large flat floor space:

e The bocce competition is outgrowing current space.

e A social dance for all participants is currently held on floor of Hilton Coliseum,
which does not offer a great atmosphere and has limited restrooms on the floor
level.

e Healthy Athlete activities, which consist of health-related trade show-type booths,
currently utilizes common areas of dormitories, but could utilize the new space to
improve and expand.

While the ability to hold these events at the proposed facility may not represent new
events to Ames and may not generate rental revenue, the would help strengthen the
Special Olympics events.

Feasibility Analysis for a Potential Mixed-Use Convention and Events Center in Ames
Market Demand Analysis -
Page 53 LEISURE




V1. Event and Program Summary

In the previous chapter, a number of potential event demand sources for a new multi-
purpose convention and event facility in Ames were identified and discussed. The
purpose of this chapter is to provide recommendations regarding the appropriate facility
program to capture event demand, and to present estimates regarding the number of
annual events and visitors that the proposed facility could attract given the recommended
building program parameters. The recommendations and estimates presented herein are
based on the analysis of local market conditions, industry trends and characteristics,
competitive and comparable facilities and markets, and market demand characteristics
unique to Ames.

Analysis of Market Supportable Facility Program

The estimated market supportable convention and event facility program is tied closely to
the unique characteristics of the Ames market, the current and potential future hotel
inventory and other visitor amenities in the area.

The resulting market-supportable building program focuses on the levels of exhibit,
meeting and ballroom/multipurpose space that would be necessary to accommodate
potential convention, conference, banquet, meeting, tradeshow, public/consumer show,
spectator and other event demand for a potential new convention and event facility in
Ames. Support areas, such as lobby, circulation, storage, office and other areas are not
specifically itemized within this analysis; however, based on state-of-the-industry facility
development standards, such spaces normally require square footage roughly equal to the
total amount of sellable square footage incorporated into the building.

Based on the analysis presented herein, several key findings should be considered as the
building program parameters are developed. These include the following:

e Surveys of event planners, particularly planners of state and regional events,
indicate a moderate to strong level of interest in holding an event in Ames, largely
due to its centralized location within the State. However, the current event space
offerings within Ames limit the market’s desirability due to lack of sufficient
contiguous event space at facilities (such as the Gateway Hotel, the Scheman
Building or the Quality Inn and Suites) or the inconvenient space configurations
and booking policies of Hilton Coliseum.

e Our review of the local market conditions presented earlier indicates that 1SU’s
presence provides the demand necessary to support a variety of visitor industry
amenities such as hotel rooms, restaurants, retail establishments and other
entertainment venues that otherwise may not be supportable in Ames. Further,
the educational and research facilities and resources available within the 1SU
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campus can generate added demand and increase the desirability of Ames as a
meeting and event destination.

e Hilton Coliseum offers approximately 30,000 square feet of exhibit space, of
which approximately 20,000 square feet is contiguous. However, it is difficult for
events to utilize this event space during the winter collegiate athletic season, as
ISU teams and organizations have booking priority. Further, game/competition
schedules are often released one year prior to the event, while conference,
convention, tradeshow and other event planners often prefer to reserve event
space at least three to five years in advance of the event date. The next largest
amount of contiguous event space in Ames is the 8,400-square foot Grand
Ballroom at the Quality Inn and Suites Starlite Conference Center.

e While Memorial Union offers approximately 14,100 square feet of contiguous
space, this room consists of four individual rooms that are connected through
“bottlenecks”, which limit their desirability for large flat floor events seeking to
be in one single room. Further, Memorial Union is a student center for ISU and
may present logistical conflicts for incoming events.

e The event space within the Quality Inn and Suites and the Gateway Hotel are
ideal for a number of groups, but are typically limited to events that draw
approximately 500 to 600 attendees or fewer and provide limited space
availability for events requiring separate event space for exhibit booths and
banquets/plenary session events.

e The national convention and tradeshow industry has experienced a long-term
pattern of steady demand growth, interrupted by the recessions of the early 1990’s
and early 2000’s. The current economic conditions and higher travel costs could
result in a period of little overall industry growth through 2010 and potentially
2011. Over the long term, event planner research indicates that there is no
substitute for personal interaction in reviewing product, exchanging ideas,
participating in learning sessions, and benefiting from the other related activities
associated with the modern convention and trade event. The business model on
which the convention industry relies for success is not likely to fail in the
foreseeable future.

e The Ames market’s relatively low hotel room inventory of approximately 1,400
rooms is a competitive disadvantage when looking at similar national and regional
facilities. Exacerbating the market’s hotel room limitations is the fact that hotel
properties will typically commit, on average, approximately 70 to 80 percent or
less of their total inventory for non-local groups and events.

Taking these conditions, as well as the results of the full study, into consideration, we
have developed the following program analysis for new, mixed use convention and
events center development in Ames. The convention/events center program components
analyzed include exhibit/multi-use space, meeting space and ballroom/multi-use space.
In addition, the analysis includes consideration of a potential headquarter hotel that could
be developed adjacent to the proposed facility.
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Potential Facility Program Elements

Based on the considerations discussed previously, the key components of the
recommended building program include approximately 30,000 square feet of clear-span
exhibit/multi-purpose space and approximately 10,000 square feet of breakout meeting
space.

In order to maximize use of the clear-span exhibit space, and to allow the facility to
accommodate a wider range of events, the 30,000 square foot exhibit space area should
be sub-dividable through the use of moveable walls. Consideration should be given to
carpeting the entire space. Further, approximately 10,000 square feet on one end of the
space should be finished out at a higher level, making it suitable to hold banquet
functions. This type of configuration would allow for the accommodation of varying
space needs, including exhibits, banquets, general sessions and related functions. In
some cases, a single event may need significant general session and banquet capabilities,
while another event may use the entire space for exhibits.

The flexibility of the space would be further enhanced by designing the facility with the
ability to accommodate temporary, portable seating for spectator events, including
sporting events, concerts, speakers and lectures. These features are recommended in
order to maximize utilization of the facility.

Other characteristics of the exhibit/ballroom space that should be provided for include the
following:

e Ceiling heights with minimum clearance of at least 35 feet from floor surface to
the underside of the ceiling structure.

e Floor utility boxes on a 30 by 30 foot matrix, and including industry standard
power, telecommunications, water, compressed air and other needed utilities.

e Wireless internet capabilities throughout the facility.

e Column structure that provides for no less than a 90 by 90 foot matrix, and less in
areas used for spectator seating.

e A length/width ratio that approximates two to one.
e Significant prefunction space leading into the exhibit halls.

e Back of house service into the exhibit hall to allow for event set-up without
working through public spaces.

e Consideration of natural lighting to address emerging industry trends and
environmental standards.

e Support /“show” office space for event planners.
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In addition to the primary exhibit/ballroom space, the inclusion of approximately 10,000
square feet of meeting rooms would allow the facility to provide breakout space in close
proximity to the primary function space.

We recommend that the proposed facility be located adjacent to the existing lowa State
Center, allowing the Scheman Building to serve as additional meeting and breakout space
for large events. If a new facility is built in a location other than the lowa Events Center,
it is likely that additional meeting rooms space beyond 10,000 square feet would be
needed to accommodate demand. It should be noted that renovations would be required
to bring the Scheman Building up to the level of more modern meeting and conference
facilities.  Specific improvements that would be needed include new floor and wall
coverings, upgraded restrooms and improved A/V, electrical and sound capabilities.
These improvements will need to be taken into consideration in developing a funding
plan for the project.

Along with the size and amenities associated with the primary event facility, potential
hotel development will be an important consideration of the project’s building program.
At this time, it is unclear whether a private partner will be identified to develop a hotel
adjacent to the facility. The presence of an adjacent hotel, or lack thereof, would have
significant impacts on the event mix of the proposed facility, as described below:

e As noted in the market demand analysis, 56 percent of state and regional
association events require a headquarters hotel. Therefore, a lack of an adjacent
hotel would reduce the potential pool of state and regional association events by
approximately half.

e The presence of an adjacent hotel would make Ames a stronger destination for the
44 percent of associations that do not explicitly require a headquarters hotel.

e The presence of a headquarters hotel could have a limited impact on demand from
ISU departments. The majority of ISU-related meetings and conferences held off
campus can be accommodated by facilities such as the Gateway, which also
provides on-site hotel rooms. However, larger events than can be accommodated
at the Gateway may be best accommodated by a facility that offers a larger event
space with attached hotel rooms.

e The presence or lack of an adjacent hotel would not impact demand for consumer
shows, as these events typically generate minimal room nights.

e Sports events such as volleyball tournaments or wrestling meets often require
hotel rooms, but typically do not require a headquarters hotel. Sports event
participants are generally accustomed to driving between a hotel and the venue.

e A facility with no headquarters hotel may host higher levels of community events,
as it would likely offer additional open dates due to hosting fewer large-scale
conventions and conferences.
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In order to assist project representatives in assessing the impact that headquarters hotel
development could have on the facility’s event and attendance levels, financials,
economic impact and project cost, two development scenarios have been included in the
various operating estimates presented throughout the remainder of this report. The first
consists of a 30,000-square foot exhibit hall, 10,000 square feet of meeting space, and an
adjacent headquarters hotel of approximately 200 rooms. The second scenario eliminates
the headquarters hotel.

Estimated Annual Events and Attendance

Exhibit VI-1 presents the estimated annual events and attendees that could utilize the
proposed facility in Ames on an annual basis under both development scenarios (with and
without a headquarters hotel).

Exhibit VI-1
Summary of Estimated Event Characteristics
With Headquarters No Headquarters
Hotel Hotel
Annual Annual Annual Annual
Annual Event Levels: Events Event Days Events Event Days
Regional Conventions/Tradeshows 3 8 1 3
State Conventions/Tradeshows 8 20 3 8
Public/Consumer Shows 4 8 4 8
Banquets/Receptions 20 24 20 24
ISU Meetings/Special Events 20 40 16 32
Sporting Events 10 10 11 11
Other Spectator Events 3 3 5 5
Other Events 50 50 65 65
Total [ 118 163 | 125 155 |
Total Out-of-Town Total Out-of-Town
Annual Attendance Delegate Days Delegate Days Delegate Days Delegate Days
Regional Conventions/Tradeshows 6,380 4,780 2,130 1,381
State Conventions/Tradeshows 17,000 8,500 6,380 3,188
Public/Consumer Shows 5,200 260 5,200 260
Banquets/Receptions 12,000 480 12,000 480
ISU Meetings/Special Events 32,000 8,000 25,600 5,120
Sporting Events 8,000 2,000 8,800 2,200
Other Spectator Events 1,500 150 2,500 250
Other Events 20,000 1,000 26,000 1,300
Total [ 102,080 25170 | [ 88610 14179 |

Notes: Estimates are based on CSL assumptions and projections and reflect a stabilized year of operations.
Source: CSL International 2009

As shown, a mixed-use convention and events center in Ames that features the
recommended building program discussed previously and an adjacent headquarters hotel
is estimated to host approximately 118 events per year, filling approximately 163 event
days. Attendance at these events is estimated to approximate 102,000 guests, of which
more than 25,000 are estimated to originate from outside of the Ames market.
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If the proposed facility is developed without a headquarters hotel, the number of events is
estimated to increase slightly, to approximately 125 events per year. However, this total
would likely consist of fewer large, multi-day conventions and more one-day
miscellaneous events. Therefore, the number of annual event days is estimated to
decrease to approximately 155 per year in this scenario. Total attendance for the scenario
with no headquarters hotel is estimated to approximate 89,000 per year, a 13 percent
decrease from the scenario that includes a headquarters hotel. Of these 89,000 attendees,
approximately 14,000 are estimated to consist of non-local guests, a decrease of 44
percent as compared to the estimated non-local attendees if a hotel is included in the
development.

The following chapter presents estimates of the financial and economic impact
implications of the two development scenarios discussed herein.
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VII. Analysis of Economic, Fiscal and Financial Operating Impacts

The purpose of this chapter is to provide an analysis of the potential economic and
financial operating impacts that could be generated by attracting events associated with
the previously identified mixed-use convention and events center development scenarios.
The evaluation of the economic benefits generated by such a project is a primary
component in the project decision making process. The following key issues have been
addressed within this chapter:

e Economic and Fiscal Impact Concepts
e Estimated Economic Impacts

e Estimated Fiscal Impacts

e Non-Quantifiable Impacts

e Estimated Financial Operations

The annual operations of a convention facility provide significant benefits to an area.
Economic impacts are conveyed through measures of direct spending, total economic
impact, personal earnings and employment. These specific terms are defined later in this
chapter.

The economic and fiscal (tax) impact analyses discussed in this chapter assume the
identified development programs presented in the previous section and an emphasis on
attracting and booking events to a potential new mixed-use convention and events center
in Ames that will serve to maximize non-local attendees to the community.

Economic and Fiscal Impact Concepts

The impact of a convention and events facility is maximized when out-of-town attendees
spend money in a community while attending a facility event. This spending by out-of-
town attendees represents new money to the community hosting the event. This new
money then creates multiplier effects as the initial spending is circulated throughout the
local economy.

The characteristics of these effects are generally discussed in terms of their direct,
indirect and induced effects on the area economy. These terms are further defined as:

e Direct effects consist principally of initial purchases made by delegates or
attendees at an event who have arrived from out of town. This spending typically
takes place in local hotels, restaurants, retail establishments and other such
businesses. An example of direct spending is when an out-of-town event attendee
pays a local hotel for overnight lodging accommodations.
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e Indirect effects consist of the re-spending of the initial or direct expenditures.
An example of indirect spending is when a hotel uses the direct spending dollars
received from out-of-town event attendees to pay the hotel’s housekeeping staff.
The hotel’s housekeeping staff then spends their personal income in local grocery
stores, retail establishments and other local businesses for various products and
services.

e Induced effects consist of the positive changes in employment, earnings and tax
collections generated by changes in population associated with the direct and
indirect expenditures.

The re-spending of dollars in an economy is estimated by utilizing economic multipliers
and applying them to the amount of direct, or initial spending. The “multiplier” effect is
estimated in this analysis using a regional economic forecasting model provided by the
Minnesota IMPLAN Group, Inc., a private economic modeling company. The IMPLAN
system utilizes an input-output matrix with specific data for multipliers based on regional
business patterns from across the country. Financial information for the matrix of
multipliers is collected from various sources that include, but are not limited to, the U.S.
Department of Labor, as well as state sales and tax reports. The system utilizes this data
to determine the economic independence of specific geographic regions, as well as the
interdependence which exists between industries in those regions. The systems provide
total economic impact, personal earnings and employment data for 440 industry
segments.

For purposes of this analysis, results of the economic impact analyses are measured in
terms of the following categories:

e Total Economic Impact represents the total direct, indirect and induced spending
effects generated by the project. This calculation measures the total dollar change
in output that occurs in the local economy for each dollar of output delivered to
final demand.

e Salaries/Wages represent the wages and salaries earned by employees of
businesses associated with or impacted by the project. In other words, the
multiplier measures the total dollar change in earnings of households employed
by the affected industries for each additional dollar of output delivered to final
demand.

e Employment represents the number of full and part-time jobs supported by the
increased economic activity associated with the project. The employment
multiplier measures the total change in the number of jobs in the local economy
for each additional $1.0 million of economic impact delivered to final demand.

The initial spending of new dollars into an economy begins a series in which the dollars
are cycled through the economy. The re-spending of the dollars is estimated by utilizing
the economic multipliers discussed above and applying them to the amount of direct, or
initial, spending. The multiplier illustrates that spending in a defined economy will lead
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to additional spending until that dollar has completed its cycle through leakage. Leakage
represents the portion of a dollar spent in areas outside the designated economy, such as
the taxes paid on purchases of goods and services.

Estimated Economic Impacts

One of the primary sources of direct spending related to convention and events center
activity involves attracting event attendees from outside of the local area to make
purchases in area hotels, restaurants and retail establishments. Events attracting
attendance largely from the Ames area, including many public/consumer shows,
meetings, conferences, banquets, family shows and other such local events generally
represent a displacement of spending. Most of these local attendees would likely have
made expenditures within the local area in some other manner had the event not been
held. In contrast, attendance among convention and tradeshow events is often non-local
in nature—hence the propensity of events of this type to generate significant levels of
economic impact on the host community.

The analysis of direct spending related to convention and events center activity begins
with estimating the number of event attendees that could be attracted to the facility. As
noted in Chapter VI, a new convention and events center developed with an adjacent
headquarters hotel is estimated to draw approximately 102,000 annual attendees, of
which approximately 25,000 are estimated to originate from outside of Ames. A facility
developed without a headquarters hotel is estimated to draw approximately 89,000 total
attendees and 14,000 non-local visitors each year. It should be noted that these estimates
represent a stabilized year of operations (assumed to be year five).

Estimates of per-day spending by out-of-town delegates and exhibitors are based on the
results of the International Association of Convention and Visitors Bureaus (IACVB)
ExPact 2004 Convention Expenditure and Impact Study. This organization is now
known as Destination Management Association International (DMAI). The study
collected data concerning event related expenditures by delegates, exhibitors,
associations and convention service contractors. The results of this study have been
adjusted to 2009 dollars and for cost levels in the Ames area.

The estimates of average daily spending on a per delegate basis were applied to estimates
of potential future event activity associated with new convention and events center
development, based on the results of the market analysis. Adjustments were applied to
estimated attendance levels for potential future event activity at a new facility to focus on
estimated levels of potential out-of-town event attendance. Per day spending estimates
vary by event type and range from approximately $150 to $235 per person, per day.

Exhibit VII-1 presents the direct spending that could be generated from the target
program levels for new convention and event facility development.
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Exhibit VII-1
Estimated Annual Direct Spending
(Upon Stabilization of Operations in 2009 Dollars)

Auto Rental/Oth .
o Ren a_ er Other Industries Hotel
Transit 41%
10%
7%
Retail
11%

Entertainment
4%

Restaurant

27%

Estimated Direct Spending:

With Hotel $4,506,800
No Hotel $2,380,700

As presented in the exhibit, the estimated total annual direct spending associated with a
new convention and events center with an adjacent headquarters hotel approximates $4.5
million in a stabilized year of operations, in 2009 dollars. Annual direct spending
resulting from a scenario in which no headquarters hotel is developed is estimated to
approximate $2.4 million.

These dollars are distributed throughout the economy through a number of sectors, the
largest of which is lodging, comprising an estimated 41 percent of total direct spending.
Direct spending on restaurants accounts for 27 percent of total direct spending. The
remaining 32 percent is spread across such sectors as entertainment, retail, auto rental,
local transit and other industries.

As the direct spending flows throughout the local and state economy, additional rounds of
spending, employment and earnings are generated. The total impact generated is
estimated by applying specific industry multipliers to the initial expenditure to account
for the total economic impact of the re-spending activity. The application of the
multipliers involves calculating the product of the estimated amount of direct spending
and the multiplier.

The multipliers used in this economic impact analysis as generated by the IMPLAN
economic analysis system specifically for the Ames area are presented in Exhibit VII-2.
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Exhibit VII-2
Story County Economic Impact Multipliers

Industry Output Employment Earnings
Hotel 1.461 24.586 0.445
Restaurant 1.445 27.155 0.413
Entertainment 1.449 27.620 0.566
Retall 1.437 26.493 0.581
Auto Rental 1.438 21.548 0.446
Other Local Transit 1.438 21.548 0.446
Other Industries 1.462 18.467 0.340

Note: Employment multiplier is applied to direct spending divided by 1,000,000.
Source: Minnesota IMPLAN Group

The total estimated direct expenditures generate effects on the economy that extend
beyond the initial expenditures. Exhibit VII-3 summarizes the overall economic effects
that could be expected given the potential event activity assumed with target program
levels, based on the application of the IMPLAN multipliers.

Exhibit VII-3
Estimated Annual Economic Impacts Upon
Stabilization of Operations (in 2009 Dollars)

Total Direct Spending

With Hotel $4,506,800
No Hotel $2,380,700
Total Output Earnings Employment
With Hotel ~ $6,544,000 With Hotel ~ $2,008,900 With Hotel 112
No Hotel ~ $3,455,700 No Hotel ~ $1,067,600 No Hotel 59

As outlined in the exhibit, the estimated level of total annual economic impact (total
direct and secondary spending) at a new convention and event facility with a
headquarters hotel is estimated to total approximately $6.5 million. This level of
economic activity is estimated to support 112 full and part-time jobs with annual earnings
of approximately $2.0 million.

If no headquarters hotel is developed as part of the project, the economic impacts are
estimated to decrease significantly due to the lower estimated out-of-town attendance
levels associated with this scenario. Specifically, this scenario is estimated to generate
approximately $3.5 million in total economic activity and support 59 jobs with annual
earnings of approximately $1.1 million.
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Estimated Fiscal Impacts

Beyond spending, economic impact, earnings and employment, the development of a new
convention and events facility in Ames would likely generate incremental tax revenues
for the State, County and City. The following assumptions were made in preparing
estimates of the potential fiscal impacts associated with facility operations:

e |tis estimated that 95 percent of restaurant and hotel sales are taxable.

e Approximately 75 percent of entertainment expenditures are subject to tax,
reflecting the tax base specific to various entertainment activities.

e 95 percent of auto rental and retail industry transactions are assumed to be subject
to local and state taxes.

e Eighty percent of local transit, including gasoline sales which are not included in
the State tax base, is assumed to be taxed.

e Thirty percent of indirect spending (total economic impact less direct spending) is
assumed to be taxed as general sales.

e Tax rates used for the analysis include a 6.0 percent State sales tax and a 1.0
percent Story County local option sales tax. Hotels are not subject to sales tax,
but are subject to a 5.0 percent State tax, 5.0 percent Ames CVB tax and a 2.0
percent City of Ames tax. Finally, a 1.0 percent State tax has been assessed on
estimated auto rental spending.

Based on the assumptions above and the application of State, County and City tax rates to
the spending associated with the proposed convention and events center, the following
annual tax impact estimates have been calculated, as summarized in Exhibit V1I-4.

Exhibit VII-4
Summary of Tax Collections Generated by Convention
and Events Center Operations (2009 Dollars)

Current Estimated Annual Revenue
Tax Rate With Hotel | No Hotel

State Sales Tax 6.0% $176,600 $95,800
Story County Local Option Sales Tax 1.0% 23,300 12,700
State Hotel Tax 5.0% 89,800 45,400
Ames CVB Hotel Tax 5.0% 89,800 45,400
City of Ames Hotel Tax 2.0% 35,900 18,200
State Auto Rental Tax 1.0% 900 500
TOTALS $416,300 $218,000

As noted above, the total annual tax impact (including state and local sales, hotel/motel
and auto rental taxes) associated with a new convention and events center with an
adjacent headquarters hotel is estimated to approximate $416,300. A scenario in which
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the proposed facility is developed with no headquarters hotel is estimated to generate
approximately $218,000 in annual fiscal impacts.

The State of lowa is the primary beneficiary of these estimated impacts, collecting
approximately $267,300 in taxes in a scenario that includes a headquarters hotel, or
$141,700 if no hotel is developed as part of the project. It should be noted that some
element of displacement of event activity within the State could reduce these impacts.
For example, if an event is attracted to Ames that otherwise would have booked in state,
there would be no net new impact to the State.

Non-Quantifiable Impacts

Attendees of convention and events center events can significantly benefit numerous
industries and enhance economic activity throughout the entire community. Primary
visitor industries, including hotels, restaurants, retail establishments, local transportation
and related industries can benefit directly from a convention and events center. Indirect
effects can benefit various support industries including the wholesale, distribution,
manufacturing and other industries.

In addition to the more quantifiable benefits of potential additions to the market’s
convention space offerings, certain benefits cannot easily be quantified. These
qualitative benefits for the area could include:

e Enhanced economic growth and ancillary private sector development spurred by
the operations and activities associated with the facility. For example, a
convention and events center can represent a component of economic support for
hotel and restaurant development in areas surrounding the center. These hotel and
restaurant businesses can pay significant property and sales tax.

e Support tax collection levels on a visitor spending base, thereby reducing the need
for added taxes on local residents.

e Broader level of exposure of the area to corporate and association business
executives. In some cases, a convention and events center can be used to attract
events that tie into the targeted industries for economic growth in a community.
As events in these sectors are held in a community, business leaders are exposed
to the opportunities for business relocation and other initiatives.

o Diversified, consumer-oriented activities for families in the local area attending
events at the facility. Both a center and the surrounding entertainment amenities
can offer a desirable location for hosting local events.
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Estimated Financial Operations

Based on market, program and event analysis findings, an analysis of the estimated
financial operating characteristics of a potential convention and events center in Ames
was conducted. The analysis considers revenues and expenses generated through the
operation of the facility itself, and does not consider various non-operating costs such as
convention marketing.

For purposes of comparing potential operating subsidies of a facility in Ames with other
competitive and comparable national convention centers, we have collected and reviewed
recent year financial operating statements for mid-sized market convention centers.
Markets considered in this analysis include the following:

e Arlington, TX e Madison, WI

e Bellevue, WA e Overland Park, KS
e Council Bluffs, I1A e Rochester, MN

e Kenner, LA e St. Charles, MO

e LaCrosse, WI e Sioux Falls, SD

Exhibit VII-5 presents a summary of net financial operations for the convention centers
within the cities listed above.

Exhibit VII-5
Summary of Net Financial Operations —
Competitive and Comparable Convention Centers
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Note: F&B revenue is presented in net proceeds to the facility. Non operating revenues such as parking are not
considered in this analysis.

Source: CSL, facility management, 2009
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As presented in the previous exhibit, the majority of comparable convention facilities incur
operating deficits on an annual basis, generally ranging from approximately $450,000 to
$650,000 per year. Communities are often willing to subsidize the operations of such
facilities in exchange for the new spending that takes place as a result of drawing thousands
of out-of-town event attendees to the area and other resulting economic impacts.

We have also examined revenues and expenses on a per-square foot level. Revenues
including space rental, food and beverage service, event service, advertising and
sponsorship revenues, and other such sources have been assessed in terms of the total
proceeds as a function of every sellable square feet of event space at each venue. We
have also considered facility expenses including salaries (permanent and event driven
staff costs), utilities, maintenance, supplies, insurance, contract service costs and other
such costs in the same fashion.

The median comparable convention facility generates approximately $52 in annual
revenue per square feet of sellable space. Assuming 40,000 square feet of sellable event
space at a new facility in Ames (including 30,000 square feet of exhibit/ballroom space
and 10,000 square feet of meeting space), facility revenues could approximate $2.1
million.

The median net annual operating loss incurred by the comparable convention facilities
included in this analysis amounts to approximately $9.50 per square foot of sellable
space. This could indicate an estimated operating loss of approximately $380,000 for a
facility with 40,000 square feet of sellable space in Ames.
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VIIIl. Project Cost Assessment and Financing Overview

In making decisions as to the type of convention and events center development, if any,
that should be pursued in Ames, numerous factors should be taken into consideration. It
is important to consider the costs of such a project, along with options for project
funding. In this chapter, each of these areas are reviewed, with the objective of outlining
a set of development options that could be pursued in Ames.

Preliminary Construction Costs Analysis

To provide an understanding of potential costs associated with the construction of a
potential new conference and events center in Ames, a preliminary, order-of-magnitude
construction cost analysis was conducted. Construction costs tend to vary widely among
comparable conference and convention center projects. Many variables exist that
influence actual realized construction costs, including type of facility, size, components,
level of finish, integrated amenities, costs of goods and services in the local market,
location and topography of the site, ingress/egress issues and other such aspects.

The costs to construct the building program outlined in Chapter VI can be estimated
using per-square-foot construction costs, as well as various assumptions as to project fees
and other soft costs. The previously identified building program includes a total of
approximately 40,000 square feet of sellable space. It is common among convention
facilities for the support space (lobbies, registration, office, storage, loading, circulation,
etc.) to equal or slightly exceed the sellable space. Assuming a “gross up” factor of 2.0,
the total building space associated with the market-supportable building program could
approximate 80,000 square feet.

Construction costs for convention facility development can vary significantly depending
on site conditions, local construction conditions, complexity of the design and related
factors. For purposes of this analysis, we have assumed a per-square-foot construction
cost of $275 in 2009 dollars. This estimate would need to be tested by construction cost
estimators with experience in the convention industry using architecturally-prepared
building concept and design drawings.

These assumptions provide for a hard construction cost of $22 million (in 2009 dollars).
Assuming soft costs equal to 30 percent of hard costs, the total project costs, exclusive of
land acquisition and infrastructure costs, would approximate $29 million.

If the development of a headquarters hotel is included in the project, the cost associated
with hotel construction will need to be considered in developing a funding package.
While hotel development costs can vary, based on industry data compiled from numerous
hotel development projects taking place throughout the country in recent years, an order-
of-magnitude estimate of $125,000 in construction cost per guest room may serve as an
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indicator of the potential cost of a convention quality hotel in Ames. Based on this
industry data, a hotel incorporating 200 rooms could potentially be constructed at a cost
of approximately $25 million.

Assuming that a single contractor would likely be employed for the full project, there
may be synergies that reduce the overall costs associated with convention/event center
and hotel construction, and these synergies could be very significant.

An additional consideration in evaluating potential project costs and funding sources is
the short-term and long-terms needs of the Scheman Building. As noted in Chapter VI,
co-locating a new convention and events center with the existing ISU Center would allow
the Scheman Building to serve as additional meeting and breakout space for large events.
However, renovations would be required to bring the Scheman Building up to the level of
more modern meeting and conference facilities, including new floor and wall coverings,
upgraded restrooms and improved A/V, electrical and sound capabilities. 1SU Center
management estimates that $2.5 to $3.0 million may be needed to complete these
improvements, although a more detailed cost estimate would need to be completed to
refine this estimate.

Potential Funding Structures

The funding structure for a new convention and events center in Ames will depend in part
on whether a headquarters hotel is constructed as part of the development. A facility
built without a hotel would likely be a fully public undertaking, while including hotel
development as part of the project offers opportunities for a public/private funding
partnership.

Under the public/private model, a community typically enters into a development
agreement with a private sector entity to construct a headquarters hotel and (with public
financial support) convention/event center space. Once construction is complete, the
private sector entity operates the hotel, while the convention facility may be operated by
the hotel operator, the public sector or a third-party management company. Convention
facilities in Dubuque and Coralville were developed and operated in a similar
public/private manner.

In the event that the facility is privately managed, it is critical that various operating
agreements and room block agreements be negotiated. This is to prevent situations
whereby the hotel operator seeks to maximize revenue and room nights for the
headquarters hotel at the expense of attracting larger events that can benefit the broader
hotel and visitor industry. In many cases, room block agreements will stipulate that a
local destination marketing organization has booking control of a large percentage of the
rooms in the headquarters hotel to attract events that book several years in advance. As
the time frame shortens, the room inventory reverts back to the hotel operator. There are
also standards for operating and maintaining the convention facility that are included in
operating agreements. These agreements can also include provision for complimentary
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city use of the facility. Careful negotiation of these documents is critical to achieving the
positive impact potential of the center and hotel.

The following case studies present information on the funding sources used to construct
public assembly facilities in other lowa communities in recent years, including
public/private partnerships in Dubuque and Coralville, and entirely publicly funded
facilities in Des Moines and Sioux City.

Grand Harbor Resort and Waterpark and Grand River Center
Dubuque, lowa

The Grand Harbor Resort
and Waterpark (Resort) and
the Grand River Center |
(Center) opened in October
2003 with the combined
efforts of the City of
Dubuque and Platinum
Holdings, LLC (Platinum). .
The Resort offers 193 _Semeefaap b)) |

rooms, while the Center offers approximately 54,000 square feet of total sellable space,
with an estimated 30,000-sgaure foot exhibit hall, 12,000 square feet of meeting room
space (divisible into six separate rooms) and 12,000 square feet of ballroom space
(divisible into five separate rooms).

The entire project cost approximately $51.3
million to develop and was a part of the
$188 million Grand River Center and Platinum Holdings, LLC
America’s River Project, which included (825.0 million)
the addition of a museum, a river walk and
other relevant infrastructure.  Platinum
contributed $25 million to fund the
construction of the Resort, with the public
sector contributing the remaining $26.3
million to fund the construction of the
Center. The public portion of funding was
financed with a combination of state grants,
general obligation bonds, sales tax dollars
and other general fund dollars.

Funding Summary

City’s Contribution ($26.3 million)

Project Cost: $51.3 million
Public: $26.3 million (51%)
Private: $25.0 million (49%)

The City owns the Center and the land upon which the Center and Resort sits. Platinum
holds a 50-year lease agreement with the City for the hotel’s land and operates the entire
facility. As compensation for operating the Center, the City agreed to pay Platinum
approximately $640,000 prior to the first year of operation and approximately $251,000
prior to the second year of operation. Further, the City agreed to allocate 50 percent of
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the hotel/motel tax collections from the Resort to cover operation expenses at the Center
for each of the first ten years of operation. Platinum is responsible for any additional
expenses and retains all revenues associated with the operation of the Center and Resort.

If expenses are in excess of $1,000 for an individual repair or in excess of $15,000 in the
aggregate in a given fiscal year they are considered a capital repair, which is paid for by
the City. Any expenses less than $1,000 for an individual repair or less than $15,000 in
the aggregate in a given fiscal year are considered to be standard operating costs and are
the responsibility of Platinum.

During the first two year of the Center’s operations, the City is responsible for covering
any operational deficits at the Center. This contribution was capped at approximately
$244,000 after the first year of operations and $251,000 after the second year of
operations. However, the City indicated that there was no need to cover any deficit as the
Center generated an operating profit in each of its first two years of operation.

Coralville Marriott Hotel and Conference Center
Coralville, lowa

The Coralville Marriott Hotel
and Conference Center opened
August 2006. The Marriott is a
full-service property offering
286 guestrooms. The Center
offers approximately 56,700
square feet of total sellable
space, with  approximately
29,600 square feet of exhibit
space in the Coralville
Conference Center, 21,900 square feet of total ballroom space between the estimated
15,000-square foot Coral Grand Ballroom and the 6,900-square foot Oakdale Junior
Ballroom, and 5,200 square feet of meeting space throughout 10 separate rooms.

The City of Coralville is currently undertaking the development of the lowa River
Landing, a 180-acre site located at the junction of Interstate Highway 80 and the lowa
River. The Coralville Marriott Hotel and Conference Center was the first major
component of the development. The Antique Car Museum of lowa, Johnson County
Historical Society and River Bend commercial and residential complex also are located
within the Landing. Future programming designs include the development of a 500,000-
square foot lifestyle retail center, office, condominium and entertainment offerings, and
an inter-modal transportation facility connecting the lowa River Landing to downtown
lowa City and the University of lowa via car, bus, bicycle and light rail.

The City established the Highway 6 Urban Renewal Area in 1992, and five years later,
created the Mall Urban Renewal Plan Area to finance development of the Coral Ridge
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Mall. In 2001, the city amended its general plan to include a hotel/convention center to
be built in the Highway 6 Urban Renewal Area. However, this area alone would not
generate sufficient tax increment financing (TIF) revenue to fund the project. To resolve
this problem, the city consolidated the two previously existing urban renewal areas to
finance the project. The two areas were connected by Interstate 80. Each of the original
urban renewal plans was modified to include the I-80 corridor, a strip of land along the
interstate from the Coral Ridge Mall east to Highway 6. The addition of the Interstate 80
corridor to each of the previously existing urban renewal areas physically and visually
connected the two urban renewal areas. The city called this newly created area the Mall
and Highway 6 Urban Renewal Plan Area (Urban Renewal Area).

To finance the hotel project’s
construction, the city sold $33
million in Annual Appropriation

Funding Summary

State of lowa

General Obligation Capital Loan @SOmMON

Notes backed by tax revenues. An TN T

additional $20 million in revenue 7 N

bonds are supported by the hotel. Backed by ot  RevenueBonds

Revenues

The final $5 million of project oomion
funding was contributed by the 1
State of lowa. ‘ .

Marriott Hotel Services, Inc. was Project Cost $58.0 million
1 Public: $38.0 million (66%)
contracted by the City to manage e $200 milion (3456)

and operate the hotel and
conference center for a term of 20 years. As compensation, Marriott received a base
management fee of $374,000 in its first full year of operations, and a nominal fee that
increases anywhere from 2.3 percent over the previous year to as much as 16.1 percent
over the previous year, for the first five years. In the fifth full year of facility operations,
the base management fee is $507,000. Beginning in the sixth year of operations, the base
management fee will be adjusted by a percentage equal to the percentage increase of
decrease of the Consumer Price Index.
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lowa Events Center
Des Moines, lowa

The lowa Events Center in Des Moines,
lowa includes the 17,170-seat Wells |
Fargo Arena, along with a new exhibit
hall and a renovated Veterans Memorial
Auditorium. The total project cost for
the complex was approximately $216.7
million, consisting of the following
specific costs:

$91.7 arena construction

$45.0 exhibit hall construction

$2.4 million Auditorium renovation

$9.4 million land

$42.1 million soft costs

$12.3 million soft/infrastructure

$8.8 million contingency/reserves

$5.0 million to cover construction cost increases due to construction delays

The majority of project funding was

in the form of $153.9 million in Funding Summary
general obligation bonds issued by rvae  Miscollncous
Polk County. $19.5 million of the ($19.5million)\ ($10.4 million) Vi?sf’ée?.'a%"%ﬂ%ﬁ”‘
bonds were backed by naming rights Municipaty e e [

H . - . Omrlbgtlpns_,/:- .
and other private contributions, while (s108millon) = .

$10.8 million of the bonds were
backed by contributions from local
municipalities, including $7.5 million
from the City of Des Moines, $1.3 i
million from the City of West Des Porunds

Moines and less than $1.0 million “123'2“,'”“; S—

- . -y = roject Cost ./ milion
from each of 12 other municipalities. Public $197.2 million (919%)
The remainder of the bonds was Az Al (€5

backed by general County funds.

In addition to the County general obligation bonds, other revenue sources included a
$53.3 million grant from the Vision lowa program and $9.5 million from miscellaneous
sources such as sales tax reimbursements and utilities rebates.
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Tyson Events Center
Sioux City, lowa

The Tyson Event Center in Sioux City
lowa has a capacity of 10,110 and opened
in 2003. The facility’s project cost
approximated $53.0 million, which 1
included the conversion of an adjacent “*==e=Eg
auditorium into a recreation facility. =

The largest contribution toward project
funding came in the form of a $21.8
million grant from the Vision lowa
program, a state program that contributes to economic development projects throughout
the state. The City issued $15.3 million in general obligation bonds to finance additional
construction costs, with debt service paid through allocations of a variety of city revenues
and private funding sources. The City’s total contribution to project funding was
approximately $9.0 million, including $3.7 million from an existing capital projects fund,
a $3.1 million allocation of existing local option sales tax revenues, $803,000 in sewer
and water improvements, a $660,000 grant from a community development fund and
$750,000 in tax increment financing revenues derived from existing TIF districts.
Additional public funding consisted of $2.0 million in federal historic tax credits and a
$250,000 contribution from Woodbury County.

An allocation of the City’s share of revenues from a local riverboat casino was the largest
private contribution toward project funding, accounting for approximately $11.6 million.
Upfront and future revenues from areas such as suite leases, beverage pouring rights,
leases of signage, naming
rights and seat license sales
totaled approximately $6.8
million, while ticket charges e e
for  facility use  are
anticipated to generate $1.1 (821 million)
million  toward  project
funding. The final source of
private funds was a $500,000 ($11.6 million)
contribution from the
Missouri  River Historical
Development  Corporation,
which  receives revenues _ _
from riverboat casinos and rolect Cost 200 millon (62%)
allocates them to various Private: $20.0 million (38%)
economic development

projects in the region.

Funding Summary

™. Visionlowa Grant
™. ($21.8 million)
B
L

o City Funding
($2.2million) ($9.0million)
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Additional Public/Private Case Studies

In addition to the public/private convention and hotel facility development projects in
Dubuque and Coralville described previously, three additional case studies have been
prepared to provide additional examples of public/private development partnerships. As
these case studies illustrate, the public/private funding scenario can substantially reduce
the public sector investment in comparison to a fully publicly-funded facility, depending
on the size of the project and the level of private sector commitment.

Embassy Suites Hotel and Frisco Conference Center
Frisco, Texas

Opening in  April 2005, the 330-room
Embassy Suites Hotel (Hotel) and Frisco
Conference Center (Center) is a joint
venture between the City of Frisco and |
developer John Q. Hammons (JQH).
Located approximately 24 miles northeast of
the Dallas/Fort Worth International Airport,
the Center offers approximately 41,800
square feet of multipurpose ballroom space
(divisible into nine separate rooms) and
approximately 9,000 square feet of meeting space (divisible into 14 separate rooms),
while the hotel offers approximately 5,400 square feet of additional meeting space
throughout eight breakout rooms.

Th_e City owns both the C_enter and an Funding Summary
adjacent 680-car parking garage,
which are operated by JQH. Further,
JQH purchased the land upon which
the hotel sits and owns and operates
the  Hotel. The City spent
approximately $20 million to fund
Center development and another $8
million on the parking garage, while
JQH spent approximately $40 million Lease Payments Contributed to Debt Service
($13.0 million)
to develop the Hotel and to cover any , : —
. Project Cost: $68.0 million
expenses in excess of the gugranteed Public: $15.0 million (22%)
maximum price of developing the Private: $53.0 million (78%)
conference center and parking garage.

John Q. Hammons City’s Contribution
($40.0 million) ($15.0 million)

The City leases the Center and parking garage to JQH for an annual lease payment. This
payment services both the debt issued by the City to finance 25 percent (approximately
$5 million) of the construction cost for the Center and the debt issued by the City to
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finance the construction of the parking garage. In return, JQH is entitled to retain all
revenues generated through the operation of the Center and parking garage.

JQH is responsible for all costs associated with the maintenance and operation of the
Center and parking garage, including all capital expenditures. However, the City
established a capital maintenance reserve account into which the City deposits 50 percent
of the hotel/motel tax revenue collected from the Hotel in excess of the amount required
to meet the City’s debt service payments for the Center. After the repayment in full of
any debt issued by the City for the Center, the City will continue to make an annual
deposit of either 50 percent of the hotel/motel tax revenue derived from the Hotel or
$250,000, whichever is less.

The remaining portion of the City’s financing was generated by selling certificates of
obligation, which will be paid off over approximately 20 years through tax collections
within a tax increment fund (TIF) district. The facilities are part of the one million
square-foot Frisco Sports/Entertainment Complex, which also houses the Stonebriar
Centre shopping mall, the Dr. Pepper/Seven-Up Ballpark, home of the Frisco
Roughriders (AA affiliate of the Texas Rangers), and the Frisco Dr. Pepper StarCenter,
which serves as the training headquarters for the National Hockey League’s Dallas Stars.

Embassy Suites Hotel and San Marcos Conference Center
San Marcos, Texas

The City of San Marcos | o=
(located approximately 49
miles northeast of San
Antonio) and JQH broke
ground in January 2007 on an
estimated  $22.6  million
conference center and an
estimated $50 million, 283-
room Embassy Suites Hotel.
The Center, which opened in
October 2008, offers
approximately 40,000 square feet of total sellable space, including a 28,000-square foot
multipurpose ballroom and 19 breakout meeting rooms.

The City owns the property upon which the Center sits and leases it to JQH for a period
of 20 years. JQH owns the property upon which the hotel sits and operates both facilities.
All revenue generated from and associated with the operation of the Center is retained by
JQH, except for revenue generated through the sale of naming rights of the facility or any
or the components located therein. JQH is also responsible for operation and
maintenance expenses associated with the Center; however, the City is responsible for
certain capital repair expenses such as roof, foundation, HVAC and interior load-bearing
wall repairs.
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The San Marcos City Council sold $22.6 million in combination of tax and revenue
certificates of obligation to finance the construction of the Center. These included
approximately $15.7 million in tax-
exempt combination tax and revenue
certificates of obligation, which the John Q. Hammons’ Contribution
City is responsible for repaying. The ($56.9 million)

approximately  $6.9  million  of
remaining certificates of obligation are
taxable and will be repaid by JQH in
the form of bi-annual rent payments.
The City created a Tax Increment
Reinvestment Zone in March 2006 to

Funding Summary

pledge tax revenue from the project to City’s Contribution
reimburse construction cost of the ($15.7 million)
conference center and repay the bonds. Project Cost: ~ $72.6 million

JQH is responsible for the entire Public: $15.7 million (22%)

estimated $50 million cost to construct Private: $56.9 million (78%)

the adjacent hotel.

Sugar Land Marriott and Sugar Land Conference Center
Sugar Land, Texas

Since opening in October 2003, the 300-
room Sugar Land Marriott, Sugar Land
Conference Center and 600-space parking
garage have been key components of the
Sugar Land Town Square development.
Located approximately 24 miles southwest
of Houston, the Center offers
approximately 26,600 square feet of total
sellable space, with approximately 15,500 _® s '
square feet of ballroom space and 11,100 L e e ot
square feet of meeting space (divisible into - .

13 separate rooms). The City’s intention
with the Town Square project was to
create downtown Sugar Land and a central
business district featuring upscale shops,
dining, residential space, office facilities, the Sugar Land City Hall and other amenities
providing economic, quality-of-life and other benefits to the community.

MBECEL L. I

R iFlFIRImEd

The land upon which the Center, hotel and parking garage were built was originally
owned by Sugarland Properties Inc. (SPI). SPI is also the owner and master developer of
the rest of the Town Square project property. SPI agreed to sell to the City the land upon
which the Center and parking garage would sit for approximately $769,000 and
$294,000, respectively. The land upon which the hotel would sit was sold to Stormont
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Hospitality Group, LLC (“SHG”) for approximately $330,000. These prices were
calculated at $10 per-square-foot with a generally agreed upon estimate for total square
footage purchased by each respective entity.
Funding Summary The entire Center, hotel and parking
Stormont Hospitality Group garage project cost an estimated $54.8
($34.0 million) million to develop. The City’s $19.3
million portion of the funding was
generated by $10 million in certificates of
obligation, $1 million generated by a 0.25
cent sales tax targeted toward economic
and community development programs
and another $8.3 million of issued debt

Sugarland Properties, Inc. City’s Contribution  that is to be paid back by continued
($1.5 million) ($19.3 million)  collections of the aforementioned sales
Project Cost:  $54.8 million tax. A local hotel occupancy tax will be
Public: $19.3 million (35%) used to fund the majority of the City’s
Private: $35.5 million (65%) project-related debt.

SHG contributed approximately $34 million to develop the Center and adjacent hotel.
SPI contributed approximately $1.5 million to develop the parking garage and an
additional $11.5 million toward the construction of infrastructure surrounding the Center
and Hotel as part of the Town Square project (which did not figure into the total cost of
the Center, hotel and parking garage project). This $11.5 million contribution is being
repaid to SPI through TIF accruing five percent of interest annually.

Crestline Hotels and Resorts, Inc. (Crestline) was contracted by SHG and the City to
manage and operate the Center and hotel for a term of 20 years. As compensation,
Crestline will receive a base management fee of two percent of gross revenues during the
first year of operations and three percent of gross revenues for each successive year.
Further, Crestline will receive an incentive fee equal to 15 percent of annual operating
profit; however, all routine maintenance expenses for the Center and hotel must be paid
out of gross revenues.

All additional profits from the hotel, Center and parking garage go to SHG, which rents
the Center and parking garage from the City. SHG agrees to pay all applicable state and
local sales or use taxes in connection with the lease agreement, with a minimum rent of
$1 per lease year. Further, if the cumulative annual rate of return is greater than 15
percent, SHG will pay the City 36 percent of the net cash flow and net sale proceeds in
excess of the amount of that which is necessary to generate a cumulative annual rate of
return of 15 percent.

To cover capital expenditures, Crestline established a reserve fund for the Center and a
separate account for the hotel. The contribution to the Center’s fund escalates from 0.25
percent of gross revenues after the first year of operation to 1.25 percent of gross
revenues annually from the 11" year through the end of the term. The hotel’s fund will
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increase from a 0.75 percent contribution of gross revenues during the first year of
operations to a 3.75 percent contribution from the 11" year through the end of the term.

Ames Funding Analysis

Regardless of whether the proposed convention and events center facility development in
Ames consists of a stand-alone public venture or a public/private partnership including
hotel development, the project is likely to require a significant level of public investment.
The following is a discussion of the sources of public facility funding that have been used
within the public assembly facility industry and their potential for use in the development
of a new convention and events center in Ames. Project financial support from both
currently levied taxes and potentially new tax sources should be considered. This
analysis explores these options.

The intent of the analysis is not to produce a financing plan for facility development, but
rather to discuss certain financing vehicles, as well as public and private revenue sources
that could be utilized to fund the project.

Types of financing/funding vehicles that are commonly used in public assembly projects
throughout the country include:

General Obligation Bonds
Revenue Bonds

Tax Increment Financing
Pay-As-You-Go Financing
Certificates of Participation
State Assistance

Private/Public Equity & Grants

Under situations where bonds have been issued, debt service is often supported by local
tax revenue, which has tended to include the following:

Hotel/motel taxes

Sales & use taxes

Restaurant/food & beverage taxes
Auto rental taxes

Excise taxes (alcohol, cigarette, etc.)
Admissions/entertainment taxes
Incremental property tax revenue

Several industries and geographic areas could benefit directly and indirectly as a result of
event activity at a new convention and events center. For example, the hotel/motel
industry is directly affected by the room nights, room revenue and other hotel spending,
while the restaurant, retail and other industries also stand to benefit directly by the dollars
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spent by event attendees. Indirect beneficiaries of this spending may include businesses
and individuals that support the industries discussed previously, in addition to the *“spin-
off” impacts on sales, income and employment. Geographically, these direct and indirect
impacts may be realized within close proximity to the development, countywide and
statewide.

The purpose of this section is to provide an understanding of existing rates, receipts and
uses of the primary governmental revenue sources, and to evaluate those sources that may
be used to fund a new convention and events center in Ames. As noted herein, in some
cases, there are significant barriers exist to their adoption and use. Based on our past
experience with such developments and conversations with local government officials,
we have examined the following potential public funding options for a new convention
and events center in Ames:

Hotel/Motel Tax

Local Option Sales Tax

Car Rental Tax

Food and Beverage (Restaurant) Tax

Tax Increment Financing (TIF)

Vision lowa/Community Attraction and Tourism

Hotel/Motel Tax

The hotel/motel tax rate within the City of Ames is 12.0 percent, which includes a 5.0
percent State tax, a 5.0 percent ACVB tax and a 2.0 percent City tax. No sales tax is
assessed on hotel/motel rooms. The hotel tax base in Ames was approximately $20
million during the 2007 and 2008 fiscal year, resulting in tax collections of approximately
$1.0 million to the ACVB and $400,000 to the City of Ames.

Based on these historical tax collections, a 1.0 percent increase in the hotel/motel tax
within the City of Ames could generate approximately $200,000 per year toward debt
service on a new convention and event facility. However, State statutes currently limit
the local hotel/motel tax rate to 7.0 percent. Therefore, an increase in the hotel/motel tax
rate in Ames would require State enabling legislation. Further, such an increase would
require passage of a public referendum.
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Local Option Sales Tax

A number of conference, convention and other public assembly facility projects have
been financed in large part using dedicated municipal sales tax revenues, sometimes
under laws permitting local option increases. Sales taxes provide strong credit structures
because they are relatively predictable and tend to track both inflation and economic
growth. There is often public resistance to the use of this potential revenue stream to
back debt issued to construct public assembly facilities. Because sales taxes generate
more revenue over a shorter amount of time as compared to hotel/motel taxes and other
industry-specific taxes, they can often be enacted for a limited period of time and/or be
used to fund a variety of improvement projects throughout the community.

In recent years, sales tax increase-supported revitalizations of multiple public assembly
facilities and downtown districts have occurred or are being contemplated by several
major U.S. cities. As one example, in December of 1993, Oklahoma City voters
approved a $300 million downtown development plan, the Metropolitan Area Projects
(MAPS) plan. Projects under the plan included the renovation and expansion of three
facilities: the Convention Center, Civic Center Music Hall and the State Fairgrounds.
Additionally, a new arena, baseball stadium, library/learning center, downtown riverwalk
and a new transportation link were constructed under the project. MAPS was funded by a
temporary one-cent sales tax increase and expired on July 1, 1999. During the 66 months
MAPS was in effect, over $309 million was collected. Further, the tax revenue generated
earned approximately $47.5 million in interest revenue. Discussion is currently
underway for another MAPS-type set of sales tax funded projects in Oklahoma City.

Using a similar citywide sales tax increase, Omaha, Nebraska completed a major
riverfront revitalization that included funding for a new convention center and arena
complex, while the City of Tulsa, Oklahoma approved a short-term sales tax increase that
will includes funding for multiple public assembly facility projects, including convention
center, exposition center, ballpark and arena projects.

The sales tax rate within Story County (including the City of Ames) is 7.0 percent,
consisting of a 6.0 percent State tax and a 1.0 percent County Local Option Sales Tax
(LOST). According to the lowa Department of Revenue, taxable sales in Story County
totaled approximately $851 million during the 2008 fiscal year, including approximately
$722 million in taxable sales taking place within the City of Ames. Therefore, a LOST
increase of even a fraction of a percentage could generate significant annual revenue
toward facility debt service. However, current State statutes limit LOST to the 1.0
percent that is already in place in Story County. The ability to increase sales taxes locally
to fund convention and events center development would require State enabling
legislation.  Further, such an increase would likely require passage of a public
referendum.
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Car Rental Tax

Automobile rental tax revenues have been increasingly utilized by municipalities for the
purpose of public assembly facility financing. As with hotel and motel taxes, the primary
advantage of this revenue source is that a large percentage of the revenues generated are
obtained from non-residents. Typically, an automobile rental tax rate places a minimal
burden on local citizens. In markets implementing such a tax, the tax is assessed either in
the form of a flat fee per car (usually between $2 and $4), or a percentage of total rental
charges (typically between four and ten percent).

Auto rentals in lowa are currently assessed a 1.0 State tax. No local auto rental taxes are
assessed in Ames. Given the lack of a major airport in the Ames city limits, the tax base
for a local car rental tax would be very limited. Therefore, car rental taxes are not
anticipated to provide a significant source of project funding.

Food and Beverage (Restaurant) Tax

Several communities across the country have utilized community-wide food and
beverage tax revenue for public assembly debt service purposes. lowa statutes do not
currently allow local option taxes on restaurants. Therefore, State enabling legislation
would be required to enact such a tax to fund convention and events center development
in Ames. Further research would need to be conducted to estimate the tax base and
potential revenues that could be generated from such a tax.

Tax Increment Financing

In many communities across the country, tax increment financing (TIF) funds are used to
fund a portion of a convention or conference center development project. TIF involves
the capturing of incremental property taxes collected as a result of new development in a
specified area surrounding the facility. Typically, these incremental tax collections are
dedicated toward debt service on construction related bonds. Oftentimes, as development
around a new facility continues, the collections can grow to the point at which additional
funds are available for other project related development and/or facility operating costs.

The ability to utilize TIF for convention and events center development in Ames will
depend on the site on which the facility is built. Based on our analysis, including
interviews with facility users and our review of local market conditions, it appears that
the preferred location for facility development is near the existing lowa State Center
complex. While a number of conditions make this site favorable, because the facility
would be located on the ISU campus, the extensive University presence limits the
incremental property tax revenue generated in the immediate area.

Despite these limitations, two potential options exist to utilize TIF as a funding source for
facility development. One option would be to establish a relatively large TIF district,
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incorporating areas of Ames that are not proximate to the lowa State Center. There are
no legislative limitations on the size of a TIF district. However, expanding such a district
to a large area beyond the project site could be problematic. While a new facility could
have a positive impact on development throughout Ames, as the TIF district becomes
geographically larger, it is more difficult to attribute future development within the
district to the presence of the new facility. Therefore, this option may not be well
received by business owners and residents whose tax payments are dedicated to a project
with limited direct benefit to them. Further, establishing a TIF district that includes areas
such as Campus Town or Downtown Ames would preclude use of TIF to fund future
development initiatives in those areas.

A more feasible use of TIF could involve capturing property tax revenues specific to a
headquarters hotel developed as part of the project. While the lowa State Center site is
owned by ISU, and therefore is not on the property tax rolls, a development agreement
providing for private hotel development on the site could stipulate that the hotel would be
subject to property taxes.

Based on the current local property tax rate of approximately $32 per $1,000 of assessed
value, every $1.0 million of assessed value related to the hotel would generate
approximately $32,000 in property taxes that could be allocated toward project funding.

As noted previously, based on industry data related to hotel development in other markets
throughout the country, a hotel incorporating 200 rooms could potentially be constructed
at a cost of approximately $25 million. Applying a property tax rate of $32 per $1,000 of
assessed value to this preliminary cost estimate would result in approximately $800,000
in annual property tax revenues that could be allocated to TIF.

Vision lowa/Community Attraction and Tourism (CAT)

In addition to the various private and public funding sources discussed above, a
convention and events center in Ames may have an opportunity to take advantage of a
funding mechanism that is unique to the State of lowa: the Community Attraction and
Tourism (CAT) Program. CAT is part of Vision lowa, a program created in 2000 to
assist communities in the development and creation of cultural, recreational,
entertainment and educational attractions. Investing in these attractions generates
economic development opportunities in tourism and strengthens a community’s
competitiveness as a place to work and live.

When the Vision lowa Program was established, the Vision lowa Board also assumed
control of the CAT program, which also provides grants to recreational, entertainment
and educational attractions. Since 2000, $344 million in Vision lowa and CAT funds
have been invested in 318 projects throughout the State. The local communities in which
these projects are located have funded an additional $1.4 billion in development costs,
resulting in a total of nearly $1.8 billion in investments in lowa attractions since 2000.
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The Vision lowa program is no longer being funded, but the CAT program is currently
established at $12 million per year through 2013. The program stipulates that a single
project can receive up to $4 million in CAT funds in a single year. Therefore, a project
could theoretically receive $16 million in CAT funding ($4 million per year in 2010,
2011, 2012 and 2013). However, representatives of the CAT program indicated it is
highly unlikely that any one project would be awarded the maximum allowable amount,
as the Board prefers to fund several projects throughout the State. The largest recent
awards have provided approximately $2 million to $3 million to a single project.

The Board accepts applications for CAT funding on a quarterly basis. Award decisions
are based on factors such as project feasibility, economic impact, broad local support, and
ability to fully leverage the grant through matching contributions of local public and/or
private funds. One of the Board’s considerations in considering a grant request is the
financial impact a project would have on its host community. In some cases, convention
centers and other assembly venues incur significant annual operating losses, which can
place stress on a community’s financial health. In order to contribute to a project, the
Board will likely consider the strength and reasonableness of the estimated pro-forma for
the project.

Summary

Within this chapter, a number of common methods of funding public assembly facility
development have been discussed. The ability to use many of these funding sources in
Ames, including increases in local option sales taxes and hotel/motel taxes, are currently
limited, as these taxes are already being assessed at the maximum rate allowed by State
statutes. Therefore, utilizing these tax streams would be limited to re-allocations of
existing tax revenues, unless State legislation is enacted to allow higher local tax rates
and a public referendum approves such increases.

Tax increment financing could represent a potential source of funding for the proposed
project, likely in the form of an allocation of property taxes assessed on a headquarters
hotel. However, it should be noted that the property taxes to be paid by the hotelier could
impact the extent to which the hotelier is willing to participate in upfront project funding.

Considering these limitations, the funding plan for a project of this magnitude in Ames is
likely to require the inclusion of multiple funding sources, including, but not limited to:

Allocation of existing City and/or County funds;

CAT grant and/or other State economic development funds;
Land contribution from I1SU;

Contributions from a private hotel developer; and,

Other sources of funding as identified.
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