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CITY OF DALLAS

July 27, 2007
The Honorable Mayor and Members of the City Council

Convention Center Hotel Status Briefing

On your City Council Briefing Agenda for August 1, 2007, staff will make a
presentation to you on the status of the Conventlon Center Hotel to mclude :
recommendatlons and proposed action plan. :
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Chandra Marshall-Henson, Assistant to the City Manager
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Briefing Purpose

0 previder update en development eff a
ConVvention; center lnotel.



Focus Questions

Do We need a convention center hotel?

2 2 aaREEEis s

Jat are seme key histercal poeints?

Jat kindl of hetel?

jat are key: factors for site selection?

Jat are key project cest/revenue factors?
jat IS) the magnitude ofi the: gap? And Wiay/?
Jat sites; are currently’ tnder censideraton?
Jat ane Strategies 1o, OVErceme gap?

lat IS Proposed pPrecess?

Jat are anticipated leadership challenges?

nat are next steps?



Need for a Convention Hotel?

Of 22 convention markets, Dallasiis the only ene ofi two cities
Withouit 2 convention: center hetel or announced plans for such
a development.

Studies, have: estimated:

= Lost business value related to lack of a convention; center hotel —
$128, 758,383 asi measured since 2002.

s Potential roem night Impact With: a convention center hotel — 1,724,733
oVer the next 15 years
Dallas has nadeguate ballroem/ereakoul spaces— Inaustiy
trends have seen a shiit firem| 1:4 sft meeting| te exnikit space
ratio. te 1:2 infmeeting te exnibit space ratie. DCC currently.
nasia 1:4 ratie. Hotel can helpraddress this deficiency.

Good convention facilities and convention center hotel have
PECOME prereguisites, not competitive advantages.



Historical Notes

80's, early discussions regarding the need fer a
Convention Centerr notel.

2001, the DCVE commissiened Cenvention Center
(Headguarters) Hoetell Impact Study. Study found a
convention hetel was crticall te; Dallas? ability te
maintain and Impreve Iits Conventien/tradeshow.
POOKINGS.

2003, state law ' was passed 1o allow: Dallas ter use: all
the state’s share off HOT and sales tax firom a CC

notel for first 10! years ofi ItS operation.

= This benefit could generate from state taxes an estimated $50.6m over 10
years. Remaining city/county’ Incentives — rebate of property tax, sales tax,
CVB HOT from CC hotel estimated! to be $12.9m over 10 years.
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Historical Notes cox.

I 2004 City received a marketing/financiall icasipility

report firom HVS regarding the fieasibility for
develepment off a convention center hotel:

I 2004 REP process utilized! ter select developer and

notel eperater for a CC hotel.
m Assumed access to tax dollars generated by the: CC hotel as
part of the project financing as' provided under state: law.

= Initial REP sought either a privately: owned/financed or
PUBIIC net fer profit corporation structure for convention

center hotel within 1000 fit of the DCC.

x [hree develepers responded.
x During the RER precess, Council altered the financing fiecus

10 private ewnRership/financing.



Historical Notes .o

n All'three develepers indicated desire to continue: Under a
private oWRErSHIp finanCIng approach.

a \Woedhine Development Corp (WDBC)/NMarriett team selected.

Exclusive negotiation; pered with WDEC expired Withoui
[eaching a deal o a prvately financed hotel.

Conversations have: continued with WDE.

Additienal parties; have expressed: Interest ana
provided preliminary. project Infermation.



IHotel Specs

s Minimum: 1000 hetel roems

Multi=purpese: space fol meeting roems and: hallreemsi— 1n
excess of 70,000 sf

Climate controlled peadestrian connection; te the DCC
REStalifants
EXercise facllities

Other amenities typically included in netels with 4  stal;
fatings

Suificient: parking fer minimum; 1000 guest reems

n |Lecated within 1000" efi DCC

a Seek development off LEEDS; Silver Certified project

INote: Project scope does not include residential



Potential Sites

Weodbine

x On the RPC (Reunion Parking Center)

s Reunion Arena site (Next te: Hyaitt)
John Bryant and Greup - Basehall Prepoesal
x On the RPC and Reunien Arena site

a Came from miner leaguer hasekall prepoesal
IHamilten

s Offff Young Street

5 Sante Eel conversion undenvay.
Chavez site

Lot C
More 1o fiellow






Key: site selection factors

= As It relates to the DCC:

Provide easy access te DCC
Provide additionalimeeting space

Adeguater property for a convention; center hotel programming
reguirements

Engagement with the Center City

Impreves the guest experence and pedestiian flew hetween; center,
notel and center city — street levell activity for retail

Connectivity te: DCC — at what lecation?
Service entrances separate from “firont door”

Proper traffic control andl separation! fior taxi, shuttle:and personal
vehicles

Efficient design net aversely: affected by constraints: ofi site
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Key: site selection factors cn.

iHotel sheuld be' lecated to:
a |Impreve Center visitors: Ukdan ExXperience

= Enhance DCC connection tor downtown core through:
IMprovead pedestrian amenities, streetscape and way: finding
teols

s Link the DCC to Unien Statien, Hyatt Regency & the Reunion
Palking Center

s F@sier economic development 1 the: downRtewn cere. threugh
retall and entertainment establishments

ldeallsite’ shiould accemmuodate’ 160,000 si plus foei-
PHNRL or appreximately’ 4-acres.

12



Key: cost/revenue factors

Cost per reom IS estimated between $275,000 to
$300,000 per key: (Includes hard/sefit costs)

x Does notinclude land cests;, parking and Impacts te
Stiieet system Pased Upon;site consideration

Land cest estimates range from $0.00 (RA or Lot C) to
over $33.6 million (Chavez Property)

Cost off meney. - 5% 10, 9% (public Vs private)

Parking develepment costs between $0.001 (RA or
RPC) to over $20.0m (7 level parking| garage for lot C)
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Key cost/revenue fiactors .o

Connection: costs o DCC ranges firom $4.5m
(RPC or Chavez) torappreximately, $50.0m
(RA/HEV2TD)

ASsUmingl 2011 opening. Estinated roem e
and eecupancy. range fier stabllizealyear 4:

s Rate $166.00 - $170.00

a ROOMI occUpancy. percentager62%-70%

Note: Preceding estimates found on pages 13 andi 14 are best
availakle witheut benefit of site; dirawings, firm preject scepe amnd
Property. appraisals.
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Gap Magnitude

EStimated project financing for a prvately.
ewned/funded convention center hetel has capital
project budget gap off $45.0r million: te $80. 0 millien.

Additional fiacters that ceulad Impact “gap* - land cost,
palking seluitien andiconnection to: DCEC:
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Wy a gap?

s Hotel PrerEorma - rate/eccupancy. levelsiare
Impactead by lecation — convention center netels ane
usuially net in destination site. lecatiens.

[Lack: off critical mass; i ancilian development — retail,
entertamment, residentialiandrcorporate

n Veeting space: abeyve What IS nemmally  required in: a
AGN-CoNVENtieN center hetel.

x BUllding a significant sized faciity willfnet
necessanly refiect immediate market demand.

Note: 22 markets; hiave anneunced or epened Convention Center hotels
past 10 years. Allfhave been publicly financed. Seme' nclude: Chicago,
Houston, San Antonie (Under development) Denver, Austin, and Pheenix
(Under development).
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Strategies to Overcome Gap

PUblic financing/prvate ewnersnip
PUklIC financing/public ewWRership

Prvate financing/private: eWnership Withr ety
SUPSIdizing the “gap’

Moere aggressive private: financing

Allfinancing eptions would reguike Convention

Center hotel tax generated doliars availabie under
clrrent staterlegislation,
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Proposed Process

Retain hotel consultant ter upaate
conventions center hotel financial &

marketing data.

Collaboerate with Eirst: Seuithwest, City’s
financialladvisor, te; seculie: an Undenviiter:
With eXpertise: In these: tyjpPes: off projects.

Develop andi refine financing eptiens, o
nclude DCC debt refunading.
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Proposed Processn:.

Re-convene. the Convention Center otel task force, —
government/private sector participation.

Perodically briel appreprate: City: Councili Committee
and City Council 6n pPregress.

Position City Councllite give a go/no; go: decision by,
Eels 2008.

li7a go), anRouRce the development and schedule for
a conventien center hetellner later than: Viay: 2008;

a [0 have a Convention Center hotel opening by Januany
2011
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Potentiall Leadership Challenges

Hotel/NMeotell Assn
Individual’ Hotel preperties

SHITt firom! private ewRership/financing te: poessikle pullic
GWRErshIp/financing

\Whether to resubmit a REP for a Convention Center hotel or
moeve forward with \WDE

City’s budgeting prieniies/fiscal Inmpact
State' legislature could repeal legislatien ter suppert Convention
Center hoetel development — 2009 session

| Convention Center hotel Is net constructed, Dallas stands; the
real possikility efi falling significantly vehnd 1n beoking
convention/tradeshow: BUSINESS
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Recommendation

Re-convene: the Convention Center hetel preject task fience te
proceed Wil Process to secure a Conventien Center hetel:

s Revise Convention Center hotel developer and hotel eperator
REP te consider a vareus financing options mecluding private
and/or public funding.

s Select experienced consultanit(s) and underwriter(s) te support
marketing/financial assessment for a Cenvention Center hotel
and financing plans te Include possible DCC debt refunding.

s ldentiifly best site for a Convention Center hotel considering
connection te center city and DCC, ancillary commercial, retail,
entertainment development & such other factors that would
enhance the visitor/convention experience.
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Next steps

Re-convene the Convention Center hetel task greup — August
200/

a [ask Group te suppert City Manager In site assessment

a Project financing assessment

s Developer/hotel operatol selection; process

Potentialifiuture: City: Ceunciliactions; - Eall' 2007:
a Retain hotel marketing/financial censuliant
Update 2004 Varket Study: and financial projections

s Autherize retention ofi convention center hotell experienced undernwriter.
Work in collaboration With; Eiist Southwest

s Autherize DCC debt refunding Iif feasible

Biiet City: Council and approprater City: Councll committee
perodically on Convention Centers hotel progress frem
September 2007 — April 2008.
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Questions
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