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Introduction

The following Comprehensive Market Feasibility Study Report will review the proposed
development of a hotel in Palacios, Texas. At the time of this report, the style, type, and size of
hotel determined would be between 50-60 guestrooms. There are multiple sites reviewed and
ranked within this report for consideration.

Core Distinction Group LLC (CDG) has been engaged to provide this Comprehensive Market
Feasibility Study Report for the Palacios, Texas market area. This Market Study provides an
overview of information concerning the market area and the factors that would affect the possible
development of a hotel facility in this community. This document is written in a format that
highlights key information and offers a preliminary indication of this market's ability to support
the proposed hotel development.

This consultant from Core Distinction Group LLC met with representatives of the community
and the surrounding area to gather information pertinent to the proposed hotel development.
Comprehensive research was performed and reviewed regarding the community's economic
indicators, competitive lodging supply, and lodging demand generators. CDG performed field
research to determine the relationship between the community and proposed facility's lodging
supply competitors and it's lodging demand generators. Economic indicators were studied to
determine the stability and future growth potential of the general market. The research was
conducted as a macro and micro market analysis of the Palacios area and the areas immediately
surrounding the proposed hotel to determine their viability to support the proposed hotel.

This report will present projections for stabilized hotel operation based upon current operating
performance in the market area. Occupancy, Average Daily Room Rate, and Sales Revenue
projections for the hotel were based upon a detailed review of the field research data. Also,
recommendations as to the property type, suggested property size, brand affiliation, services, and
amenities were included. These projections and recommendations were based upon the market
demand research for the proposed facility.

This Market Study report provides statistical support and highlighted narrative's to support the
conclusions regarding the market area and its ability to support the proposed hotel. This report
should be acceptable for external investing and/or lending putposes. Core Distinction Group
LLC will be available to answer any questions related to this Market Feasibility Study Report.

1 05/19/2016
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Executive Summary

Property Recommendations

The Property Type recommended for the proposed hotel is a midscale hotel. This would reflect the
research performed in the Community Overview Market Study. Also, this type of hotel would allow the
property to be positioned propetly at the subject site and would best match the demographics of the
competitive set and future Lodging Demand market in the area. It is anticipated that a new, midscale
branded hotel would capture displaced Lodging Demand currently staying in markets surrounding Palacios,
TX. Additionally, the newness of the hotel should be well received in the marketplace. Its location will be
ideal to serve Palacios and regional markets. This type of hotel would also be capable of adjusting rates to
best fit the demand in the market and the seasonality of the area.

The property size of this midscale hotel was researched to 50-60 rooms in this preliminary Market
Feasibility Study. This would position it to be slightly smaller than the 65 average room size of the
competitive set in Bay City and Port Lavaca, TX. The smaller size would assist the property in achieving the
Occupancy projections listed in this report. It is not advisable to over-build in this market at this time.
Expansion of the hotel in future years could be considered as the market's Lodging Demand grows.
Adjusting the room count will modify Occupancy Performance.

Rate positioning, room rate competition for a midscale hotel in this market will be present throughout the
year. This rate competition will be dictated by the rate structure of the hotels in the surrounding regional
area. With proper rate positioning the hotel should achieve a yield to the immediate market of 140% and
the overall region of 90%-100% which is above average and would assist in mitigating any rate sensitivity.
Pricing would be more comparable to those rates offered in the communities of Port Lavaca or Bay City,
TX. The developed hotel in this market should mirror the rates of these branded hotels or within a $10 rate
comparison.

Property features, amenities, and services of the hotel should satisfy the market it is attempting to
attract. Standard features and amenities required by the franchise/brand chosen for the proposed hotel
should include:

* Fitness Center and Guest Laundry Facilities recommended to meet the needs of long term stay guests
and market economic demand generators.

* Extended Stay Guestrooms for long term market demand

* Hot Breakfast to meet the needs of today's traveler

* Bar/Lounge to meet the needs of today's traveler both leisure and corporate

* Outdoor Pool and Spa to accommodate leisure travel need and compete with hotels regionally
* Meeting Space for up to 50+ people

Some special features may be required to attract identified target markets.

2 05/19/2016
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The recommended Sleeping Room Configuration should be compatible with the overall Market
Segmentation of the area. Since the property's demand appears to be primarily energy as well as leisure
summer business the property should offer a selection of King bedded rooms at 40% with a slightly greater
petcentage of double queen-bedded rooms to serve double occupancy room sharing and social/leisure
market segment. Additionally, we recommend adding 10+% or 5-7 guestrooms offering extended stay
room options as there does appear to be weeklong stays in the market.

Brand Affiliation could be considered for this hotel to enhance its marketability. The brand should
position the hotel well in this market. It should be competitive with the Market Segments identified for the
hotel. A midscale brand could be pursued. Potential impact issues should be addressed with pursuing a
brand affiliation although these factors do not seem to be relevant in this market. As mentioned earlier in
this report, there is one independent hotel in the market. A brand should be successful in Palacios since this
will be the only branded hotel in the market. Still, a brand with experience in the Texas Lodging market is
highly advised to ensure adequate marketing of the proposed property.

The Opening Date for the hotel should be in line with the seasonality of the market. Ideally, opening the
hotel in at the earliest available date to capture current market demand.

Economic Impact Potential: There are multiple economic impacts of building and developing a new
hotel in a community. Some direct impact drivers include projected hotel revenue including all rooms
revenues, meeting room trevenue, as well as vending/bar revenue. Additionally, payroll paid out to
employees hired at the hotel. On Average, this size property will create 7 to 10 full time jobs, part-time
employment varies by hotel need and hiring practices. Fiscal impact referring to all taxes collected from the
development and operations of the new hotel. Taxes include all sales taxes collected on hotel revenue, as
well as all payroll related taxes collected from full-time hotel employees and temporary construction
workers. Local governments will also collect new property taxes from the operation of the hotel. Indirect
Impact includes all jobs and income generated by businesses that supply goods and services to the hotel. A
few examples of businesses that will indirectly benefit from the development of a hotel include suppliers of
rooms related goods (housekeeping supplies, room amenities, etc.), telecommunication vendors (internet,
cable, etc.), utility companies, food and beverage suppliers, and other hotel related vendors.

3 05/19/2016
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General Market Overview

General Market Location

The general market for this hotel is Palacios, Texas. However, this market is broader than just Palacios
and includes areas within Matagorda County.

Palacios, TX is located in southeast Texas, surrounded by several smaller communities within short
driving distance. These cities offer a variety of local support for retail, dining options, and community.
Nearest city with pop. 50,000+: Victoria, TX (56.3 miles , pop. 62,592). Nearest city with pop. 200,000+:
Houston, TX (107.1 miles , pop. 2,100,263).

4 05/19/2016
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Site Analysis

This section of the report describes the site identified for the proposed hotel.

Q, Chosen Site Option (Henderson between 7th and 4th Street)

The site for the proposed hotel being recommended is in the northcentral area of Palacios, TX.
This site has the highest traffic counts and nearest area support services.

Subject Site Evaluation

Visibility

Accessibility

Site Prep

Major Utilities

Zoning

Area Support Services

WP [|WW|W]|W|W

Competition Position
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Overall Result

97%

a Chosen Site Option (Bayfront)

The site for the proposed hotel being recommended is at the southcentral end of Palacios, TX.

This site would give the hotel potential desired location due to bayfront development and

activities.

Subject Site Evaluation

Visibility

Accessibility

Site Prep

Major Utilities

Zoning

Area Support Services

RPN R|W][W]|W

Competition Position
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Opverall Result

86%

C) Chosen Site Option (Corner of Henderson and Hwy 35)

The site for the proposed hotel being recommended is in the northcentral area of Palacios, TX on
the corner of Highway 35 and Henderson. This site would give the hotel visibility for travelers
entering into the community on Highway 35 from the North.

Subject Site Evaluation

Visibility

Accessibility

Site Prep

Major Utilities

Zoning

Area Support Services

RPN R|W][W|W

Competition Position

[UENY NG U JUINY JUINS JUINS SN
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Overall Result

86%
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The recommended site *(A) is rated as highest for development, primarily due to
being at the highest traffic area of the community in central Palacios, TX. Yet
preparation for either site are somewhat unknown. Wetland, water drainage,
seepage or flood plain issues were not directly addressed but they do not appear to
be present here. A detailed Environmental Impact study was not within the scope of
this report. The developer should conduct necessary environmental impact testing
to ensure the subject site is in compliance with local ordinances and environmental
regulations. Major utilities were reported to be in place in the immediate area
including water, sewer, electric, telephone, etc.

City of Palacios, TX (MAP) Approximate Site Locations Indicated (A, B, C)
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Economic Overview

This section describes the preliminary general econonzic conditions observed in this area through various research sources.

Population

Palacios is a city in Matagorda County, Texas, United States. The population was 5,153 at the 2000 census.
Matagorda County is a county located in the U.S. state of Texas. As of the 2010 census, the population was
36,702. Its county seat is Bay City, not to be confused with the larger Baytown in Harris and Chambers
counties. Matagorda County is named for the canebrakes that once grew along the coast (Matagorda is a
Spanish word meaning "thick bush"). Matagorda County comprises the Bay City, TX Micropolitan
Statistical Area, which is also included in the Houston-The Woodlands, TX Combined Statistical Area.

Matagorda County 2010 Census Data (Including 2013)

—~

Population, 2013 estimate 36,592
Population, 2010 (April 1) estimates base 36,702
Population, percent change, April 1, 2010 to July 1, 2013 -0.3%
Population, 2010 36,702
Persons under 5 years, percent, 2013 7.0%

Persons under 18 years, percent, 2013 25.3%
Persons 65 years and over, percent, 2013 15.4%
Female persons, percent, 2013 50.1%
White alone, percent, 2013 (a) 83.7%
Black or African American alone, percent, 2013 (a) 11.4%
American Indian and Alaska Native alone, percent, 2013 (a) 1.2%

Asian alone, percent, 2013 (a) 2.2%

Native Hawaiian and Other Pacific Islander alone, percent, 2013 (a) 0.1%

Two or More Races, percent, 2013 1.3%

Hispanic or Latino, percent, 2013 (b) 40.0%
White alone, not Hispanic or Latino, percent, 2013 46.2%
Living in same house 1 year & over, percent, 2008-2012 90.3%
Foreign born persons, percent, 2008-2012 10.6%
Language other than English spoken at home, pct. age 5+, 2008-2012 28.6%
High school graduate or higher, percent of persons age 25+, 2008-2012 79.0%
Bachelor's degree or higher, percent of persons age 25+, 2008-2012 15.4%
Mean travel time to work (minutes), workers age 16+, 2008-2012 21.6

Core Distinction Group, 1.1.C

Source: US Census Burean
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Effective Buying Income

Households by Income 2014 Est. 2019
Median Household Income $40,268 $46,787
Average Household Income $50,528 $57,415
<$15,000 18.9% 17.4%
$15,000-$24,999 12.2% 9.0%
$25,000-$34,999 10.1% 8.3%
$35,000-$49,999 19.8% 18.2%
$50,000-$74,999 15.5% 17.1%
$75,000-$99,999 12.9% 16.8%
$100,000-$149,999 8.6% 10.7%
$150,000-$199,999 1.2% 1.5%
$200,000+ 0.7% 1.0%

12
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Workforce/ Employment Distribution (5, 10, 20 Mile Radius)

Employment leaders in the immediate Palacios, TX area include: Educational Services (17.1%);

Accommodation & Food Services (15.1%); Other Services (10.9%); and Retail Trade (9.6%).

Data for all businesses in area of Palacios, TX within: 5 Mile
by NAICS Codes Percent
Educational Services 17.1%
Accommodation & Food Services 15.1%
Other Services (except Public Administration) 10.9%
Retail Trade 9.6%
Public Administration 8.8%
Health Care & Social Assistance 8.1%
Food Services & Drinking Places 7.5%
Agriculture, Forestry, Fishing & Hunting 6.6%
Manufacturing 5.1%
Administrative & Support & Waste Management & Remediation 4.0%
Wholesale Trade 3.9%
Real Estate, Rental & Leasing 3.8%
Finance & Insurance 3.1%
Food & Beverage Stores 2.8%
Professional, Scientific & Tech Services 2.8%
Miscellaneous Store Retailers 2.7%
Construction 2.4%
Central Bank/Credit Intermediation & Related Activities 1.9%
Bldg. Material & Garden Equipment & Supplies Dealers 1.4%
Transportation & Warehousing 1.1%
Motor Vehicle & Parts Dealers 1.0%

Source: 2014 Dun & Bradstreet, Inc. Esri Total Residential Population forecasts for 2014.

13
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Data for all businesses in area of Palacios, TX within: 10 Mile
by NAICS Codes Percent
Other Services (except Public Administration) 13.9%
Agriculture, Forestry, Fishing & Hunting 10.9%
Retail Trade 10.9%
Administrative & Support & Waste Management & Remediation 10.7%
Accommodation & Food Services 10.6%
Unclassified Establishments 9.9%
Professional, Scientific & Tech Services 6.4%
Wholesale Trade 5.1%
Food Services & Drinking Places 4.5%
Real Estate, Rental & Leasing 3.7%
Educational Services 3.2%
Health Care & Social Assistance 3.2%
Public Administration 3.2%
Construction 2.9%
Miscellaneous Store Retailers 2.9%
Food & Beverage Stores 2.7%
Manufacturing 2.4%
Finance & Insurance 2.1%
Sport Goods, Hobby, Book, & Music Stores 1.6%
Legal Services 1.6%
Bldg. Material & Garden Equipment & Supplies Dealers 1.3%
Transportation & Warehousing 1.3%
Arts, Entertainment & Recreation 1.3%
Automotive Repair & Maintenance 1.3%
Motor Vehicle & Parts Dealers 1.1%
Information 1.1%
Insurance Carriers & Related Activities; Funds, Trusts 1.1%

Source: 2014 Dun & Bradstreet, Inc. Esri Total Residential Population forecasts for 2014.
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Data for all businesses in area of Palacios, TX within: 20 Mile
by NAICS Codes Percent
Utilities 23.5%
Educational Services 13.5%
Accommodation & Food Services 8.0%
Agriculture, Forestry, Fishing & Hunting 7.5%
Retail Trade 6.6%
Public Administration 6.3%
Other Services (except Public Administration) 5.5%
Administrative & Support & Waste Management & Remediation 4.8%
Construction 4.7%
Food Services & Drinking Places 4.2%
Health Care & Social Assistance 3.7%
Manufacturing 3.4%
Wholesale Trade 3.2%
Real Estate, Rental & Leasing 2.7%
Food & Beverage Stores 2.2%
Transportation & Warehousing 2.0%
Finance & Insurance 1.8%
Professional, Scientific & Tech Services 1.8%
Miscellaneous Store Retailers 1.6%
Mining 1.1%
Central Bank/Credit Intermediation & Related Activities 1.0%

Source: 2014 Dun & Bradstreet, Inc. Esri Total Residential Population forecasts for 2014.
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Unemployment

Since 2005 the unemployment rate in Palacios, Texas has ranged from 5.0% in April 2007 to 12.4% in July
2011. The current unemployment rate for Palacios is 7.4% in September 2014.

Labor Supply

The labor supply is felt to be below average to support a hotel development. The hotel could draw
employment from the broad geographic area of Matagorda County or entice commuting community
members to stay closer to home for work rather than commuting to cities outside Palacios, TX. The
unemployment levels in the county do not place limitations on labor supply needed for this build.

Wage Pressures

Wage pressures were reported in attracting Service employees for a hotel. Wage competition was indicated
as high.

Eating and Drinking Places

Outrigger Grill Turtle Creek Café Sonic Drive-In
Bayside Seafood Restaurant Palacios Mexican Restaurant Subway

Mi Casa Mexican Café Donut Palace Simple Simon's Pizza
Kim's Kitchen Janie's Snack Bar Dairy Queen

Tran's Restaurant Hunt Brothers Pizza Omat's Bar & Grill
Marisela's Café Matamoros Taco House Palacios Drive In

Major Highways Matagorda County
State Highway 35

State Highway 60
State Highway 71

g y
State Highway 111

ghway

Air Transportation
Palacios Municipal Airport (Runways: 3)

Kubecka Aviation Airport (Runways: 1)
Trull Airport (Runways: 1)

The closest major airport to Palacios, Texas is Victoria Regional Airport (VCT / KVCT). This airport is in
Victoria, Texas and is 60 miles from the center of Palacios, TX.

Texas Profile 2010 Census
Palacios, TX Brochures
Waterfront Redevelopment Plan
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2010 Census: Texas Profile

Population Density by Census Tract

CUnitEd States™

ensus

Buresu

Texas Population
1970 to 2010
2010 @ 25,145,561
2000 @ 20,851,820
1900 0 16,986,510
1980 [ 14,229,191
1970 [§11,196,730

X

State Race* Breakdown

Black or African American
(B

American Indian and
Alazka Native (0.7%)
Asian {3_8%)

Native Hawaiian and Other
Facific Islander (0.1%)

Some other race {10.5%)

Two ar more races
(2T “One race

Hispanic or Latino (of any race)
makes up 37.6% of the state population.

Population by Sex and Age

Total Population: 25,145,561

200,000 500,000
Male Female

Housing Tenure

Total Occupied Housing Units:

8,922,933

63.7% Dwner Occupied 3%23:;%&“

Average Household Size Awverage Household Size
of Dwner-Occupied Undts: of Renter-Ocoupied Units:

2.87 people 2.54 people

People per Square Mile
by Census Tract

5.000.0 to 55,254.8
500.0 vo 4,900.0
U5, density iv 88.4 1o 4000
wad 20.0 to 88.3
5.0to 199
1.0t 4.9
Less than 1.0

—— County Boundary

@ Texas Mean Center
of Population
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Wel}cl:ome to ¢ Port of Palacios
the Port o 1 edtarmsenoacounry
Rl PORT °f.,.,f.ﬁ.mc'%

—————/ MATAGORDA COUNTY NAVIGATION DISTRICT NO. ONE

Contact Information

1602 Main Street

il Recreational

Palacios, TX 77465

Phone 361.972.5556 Maﬂﬁas

Fax361.972.3584
info@portofpalacios.com

Debbie Morris, Port Director
Verna Williams, Office Manager
Phillip Holbrook, Maint. Supervisor The Port of Palacios is located 16 miles off the GIWW

at the mouth of the Palacios Boat Channel
on Tres Palacios Bay, an inlet of Matagorda Bay.

www.portofpalacios.com www.portofpalacios.com

Core Distinction Group, L.LL.C
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South Bay Marina

The Navigation District is home to two recreational marinas. AT U 3 : ) ; TUD E 9960 102:°W
South Bay Marina is our newest marina, located several
blocks east of the Port next to a public boat launch. South
Bay Marina holds a total of 41 boat slips, 17 open and 24
covered slips with electric lifts. The marina is a gated facility
with a harbor-side fuel depot. Turning Basin #3 in the Port
harbor holds additional in-the-water slips for larger vessels.

“ j Houston to Palacios — 109 miles

@ Corpus Christi to Palacios — 111 miles
Austin to Palacios — 164 miles

San Antonio to Palacios — 174 miles

Directions

FROM THE INTRACOASTAL WATERWAY, WESTBEOUND
After Oyster Lake & past Palacios Pt,
turn into the Intracoastal Waterway
Alternate Channel at Buoy #29 on an
approximate course of 234 degrees

magnetic. Follow the channel for
approximately 1 nautical mile then
turn north into Palacios Channel just
before Buoy #5 on an approximate

course of 338 degrees magnetic.

Follow the Palacios Channel all the way

into the Port of Palacios. Welcome!!

Maviners are also advised

Amenities = 8= Annual Contract Rates Daily & Weekly Rates

* On-site marina fueling station S Slips w/ $150/month Daily Rate: $20/day
« Gated facility " : : 50/ :
« Security surveillance

« Water & electricity available

= Shower facility nearby

* Public boat ramp nearby

« Voted "Best Sailing Bay" in Texas

* Great fishing year-round 2 ; B COﬁtﬂCt US

* Enjoy Palacios restaurants & lodging
(www.palacioschamber.com)
* Shrimp Capital of Texas!

‘ _ 1602 Main Street / P.0. Box 551, Palacios TX 77465
T e - - Phone 361.972.5556 « info@portofpalacios.com

www.portofpalacios.com
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A Pavilion has graced Palacios South Bay shoreling
since 1904 when the first one was built, Hurricanes have taken
their toll requiring the removal of the first one in 1935 and de-

——stroying the-second-one - 961 The-fatest Pavition s used for
partics, dances, receptions, family reunions, and other activitics

Palacios Regatta
Team and the
Palacios Yacht
Club sponsor aver
30 sailing regattas
throughout the
year for various
classes of boats.
Marina facilities
and several boat
ramps are avail-
able to both power
and sail boats,

Palacios offers plenty to keep the whole family entertained
Baskethall, volleyball and tennis courts, a swimming pool, play-
grounds, lighted scawall walking course, and numerous lighted
fishing piers offer recreation to all age groups.

THE GREAT TEXAS
COASTAL DIRDING

those new o thg area, ‘\Ihg_.,ator c1rl_v lcnl dove, goase, duck,
hog and deer hunting expeditions may be arranged in season. A
“Hunters” Special™ is available at Main Bed and Breakfast,

P

B

g

Chamber
of Commerce

312 Main — Palacios, TX 77465
512-972-2615 +« 1-800-611-4567

From Corpus Christi

PALACIOS
Trex Palvcyos Hay

(PAaas corwresy af Palacios eavzens |
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Come by land, sea, or air for
casual fun...Palacios style!

You'll find us nestled on the Texas coast midway
between Galveston and Corpus Christi,with marmas, RV
parks, and an airport with three 5.000-foot runways (one
lighted) to accommodate your mokle of travel

Come for the great Nishing, birding, sailing or
hunting. Or for a picnic in the waterfront park, or for a
game of golf on the public course. Come for the dth of
July Waterfront Carnival, Bay Fest in September, the
Fishing tournament in August or one of the many Re-
gattas or youth sailing programs, Come for your hoa-
cymoon, or the holidays, or a day in the sun 10 watch the
shrimping fleet come and go.

Accommodations range from simple w0 haxurious and
inclode the historic Luther Hotel, Moonlight Bay Bed &
Breakfast and The Main Bed and Breakfast, both historic homcs,
and Fountain Termee Motel.

Palacios is Jocated in the Central Flyway. There are five birding
sites in the city and six more nearby. It is home to the Nature Con-
servancy of Texas' Mad Island Marsh Preserve, a sponsor of the
Christmas Bird Count in which the arca ranked 2nd in North America
with 203 species,

Looking Forward
To Seeing You Soon!
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Palacios Waterfront Redevelopment Plan
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Lodging Demand

This section of the report is a brief overview of the Lodging Demand highlights identified in this market.

Market Segmentation Projection for Palacios, TX are as follows:

Negotiated 75%
Energy 50%
Education 15%
Medical 10%
Transient Leisure 25%
Leisure/ Tourism 25%
TOTAL 100%

Source: Core Distinction Group LLC

Identitying which segments have the potential to produce 80 percent of your hotel’s
revenue is imperative to the success of developing these segments to ensure hotel is
achieving fair market share. This starts with understanding the market in which any
given hotel operates. A fundamental understanding of the competitive environment,
key economic drivers and historical trends are essential to understanding which
market segments are relevant. The two main market segments are Transient and
Group. However, these can be further segmented depending on each hotel’s
individual trading area and feeder markets. Examples of these are as follow:
Transient Segments: Rack, Corporate, Government and Seniors etc. Group
Segments: Corporate, Association and Sports etc. At this time, the proposed hotel
should experience the same Market Segmentation as the overall market. The
proposed hotel in Palacios, TX would be the newest hotel in the immediate regional
area and would be positioned to serve a wide variety of Lodging Demand. Also, as
a proposed midscale hotel, it would be able to flex rates and services to
accommodate a full range of Lodging Demand identified for this market.
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Market Segmentation Profiles

Demand Potential

Palacios, TX I'= Transient
’ E = Extended Below, Average, Above
G = Group
Corporate/ Commercial Markets

Agriculture T,E G Above

Manufacturing T Above

Construction T,E Average

Transportation T Average
Retail/Commercial T Above

Professional Services T Average
Insurance T, E Average
Government T E, G Average

Health Care T,E G Above

Education T Above

Distribution T Above

Utilities T Above
Real Estate T Average
Entertainment T, G, E Average

Vendors & Suppliers to Local Market T, E Above
Meetings and Seminars Average
Corporate T,G Average
Association T,G Average
Training Groups E, G Below
Company Parties, Awards Dinners, and Celebrations T Average
Inventory and Auditing Companies T E, G Average
Social/Leisure Markets

Highway Travelers T Average
Area Recreation T Average
Outdoor Recreation T Average
Area Sites, Entertainment, and General Tourism T Average
Events & Festivals T Average

Regional Shopping T Below
Relocation-Real Estate T,E Average
Distressed Social-Interim Housing T, E Average
SMERF (Weddings, Reunions) G Average
Association Groups G Average
Amateur/Youth Sports G Above

Source: Core Distinction Group LLC

As described in the above chart, the overall market potential appears to be average
to above average. Additionally, the development of a hotel in the city has the
potential to encourage new areas of growth in the market.

05/19/2016




—~

Core Distinction Group, 1.1.C

Seasonality of Lodging Demand

A Seasonality of Lodging Demand analysis was performed. This demand analysis is based on
general observations of the surrounding market area and the overall Texas market area.

1st Quarter (Jan-Mar) January | February | March
Lodging Rooms Available 1,674 1,512 1,674
Lodging Occupancy % 55% 65% 75%
Total Occ. Rooms 921 983 1,256
Average Daily Rate 96.50 98.00 105.00
Total Revenue $88,848 $96,314 $131,828
2nd Quarter (Apr-June) April May June
Lodging Rooms Available 1,620 1,674 1,620
Lodging Occupancy % 75% 70% 75%
Total Occ. Rooms 1,215 1,172 1,215
Average Daily Rate 104.00 107.00 109.00
Total Revenue $126,360 | $125,383 | $132,435
3rd Quarter (July-Sept) July August | September
Lodging Rooms Available 1,674 1,674 1,620
Lodging Occupancy % 75% 70% 65%
Total Occ. Rooms 1,256 1,172 1,053
Average Daily Rate 109.00 105.00 99.00
Total Revenue $136,850 | $123,039 | $104,247
4th Quarter (Oct-Dec) October | November | December TOTAL
Lodging Rooms Available 1,674 1,620 1,674 19,710
Lodging Occupancy % 75% 65% 55% 68.3%
Total Occ. Rooms 1,256 1,053 921 13,470
Average Daily Rate 109.00 99.00 95.00 $103.48
Total Revenue $136,850 | $104,247 | $87,467 1,393,866

Source: Core Distinction Group LLC

It should be noted that the hotels used in this seasonality analysis are all from outside of Palacios,
TX in the neighboring markets of Bay City and Port Lavaca, TX. The market's Seasonality of
Lodging Demand patterns appear above average. Traditional higher occupancy nights during the
week are Tuesdays and Wednesdays. On weekends, occupancy is traditionally higher on Saturdays,
this trend seems to stand true in the regional market as well. The weakest nightly occupancy is on
Sundays. This pattern should be representative of what we could expect at this location in
Palacios, TX as well.
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Rate Sensitivity

This market should have low to average rate sensitivity. Traditionally, the social/leisure market
will be more rate sensitive than the corporate/commercial markets. This pattern should be
represented in the Palacios Market. There may be additional ADR (Average Daily Rate)
opportunities as well during peak demand periods specifically the summer months when more
travelers are entering into the community for outdoor recreation and the Lewis and Clark
Interpretive Center demand in the market creating higher ADR's than average. Traditionally
social/leisure/group rates will be discounted on weekends with special rates and packages for 10
or more guestrooms utilized. At this location a group may also be considered as 5 or more
guestrooms utilized for a period of time.

Feeder Markets

The Feeder Markets for this hotel will be regional and local. Social/Leisure feeder markets tend to
be generated from the region. Typical Corporate/ Commercial market segments tend to be more
national or international yet this market may not see this type of business in the immediate future.

Unaccommodated Lodging Demand
Unaccommodated Lodging Demand may be occurring in this market primarily due to the lack of

adequate lodging options currently in Palacios. A secondary definition of Unaccommodated
Lodging Demand is demand by consumers desiring to stay in other markets but having to stay in
Palacios or other surrounding markets due to lack of Lodging Supply in the primary market
desired. This type of Unaccommodated Lodging Demand appears to occur in Palacios.

Events and Attractions

(The events/attractions listed below are demand generators for leisure transient business)

. 4-H Fundraiser BBQ & Auction - January 18, 2014; Winter Texan Chili Dinner - January 21,
January' 2014; Deutschburg Seafood Dinner/Supper Fundraiser - January 25, 2014
Feb . 4-H and FFA BBQ - February 8, 2014; 4th Annual Winter Gala - February 22, 2014; African
cbruary: American Heritage Day at City by the Sea Museum - February 22, 2014
March:
April: Patchwork of Life - April 5, 2014; Palacios Rotary Club Golf Tournament - April 19, 2014;
prik Palacios Trail Riders Association Annual Trail Ride - April 25, 2014
May: Cinco de Mayo Celebration - May 3, 2014
June: Passport to Palacios Day - June 21, 2014
Iv: Palacios Lions Club 4th of July Celebrations - July 3 thru July 5, 2014; Poker in Palacios and
July: Seafood Dinner - July 12, 2014
August' ol. AIIUIOLNY S D[lflIIlp()fCC oCd100d JIITICT - Augub[ J, LU TH, LAarlllonb4dll \NUIl - Augubt I0 X
: 17 2014
September:
October: Monstrous 5k Run Bash by the Sea - October 18, 2014
November: Pedal Palacios - November 8, 2014
December: Christmas Tour of Homes - December 6, 2014
Misc.: Market Days - March thru November 2nd weekend of each month
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City by the Sea Museum The building which houses the Museum was built in 1910 by R. J. Hill
as a mercantile. It has been a venue for traveling entertainers, a bar during WW 11, a flooring shop,
Montgomery Wards, and a gift shop. Upstairs there were doctor and dentist offices, a canning
program during the Depression, then apartments for STP construction workers. The Palacios Area
Historical Association bought the building in 1986. Restoration of the building began in 2006. It
was reopened to the public on July 3, 2009 as part of the city’s centennial celebration. The Building
has a Texas Historical Marker dedicated in 2000 and is on the National Register of Historic Places,
receiving that distinction in 2009.

La Belle Shipwreck Palacios is home to one of the most exciting archeological discoveries in
Texas history. The ship the "Belle," belonging to French explorer Rene Robert Cavalier, Sieur de la
Salle, which sunk in 1686, was excavated from Sept. 1996 to April 1997, and all of the artifacts as
well as the hull of the ship, were brought into the headquarters in Palacios before being taken to
Texas A&M for conservation. Even though the excavation has finished, the excitement lives on.
Researchers continue to study the artifacts, and a replica of the "Belle", "la Petite Belle" will soon
become a part of the 7 county LaSalle Odyssey. The Texas Historical Commission has an detailed
history of the La Salle shipwreck excavation, and the City by the Sea Museum in Palacios has a
excellent video presentation detailing the excavation.

Fishing In Palacios Kick back and relax with a day of fishing. Palacios has two 400' lighted
fishing piers, allowing fishing all day and night. There are also small individual areas along the
bayshore. If you have your own boat, you have 3 boat ramps to choose from, and a large bay with
good fishing (Tres Palacios which becomes part of the famous Matagorda Bay). If you don’t have
your own boat, a number of great fishing guides are available. Although you can't just hop on
board a shrimp boat, it is an enjoyable sight to drive around the harbor and look at all of these
boats. About 450 shrimp boats call Palacios their home, one of the largest fleets in the United
States.

Birding in Palacios Discover the amazing diversity of life in the air. The Palacios area has
numerous sites where you can view bird life in its native habitat, and many of these are
conveniently highlighted on the Coastal Bend Birding Map. This area regularly records the highest
number of species in the Audubon Society's Christmas Bird count, meaning that we are home to
more species of birds than anywhere else in the USA. Many shore birds can be seen here, with the
Brown Pelicans here year round. White Pelicans can be seen in the winter time, as can Sandhill
Cranes, geese and numerous hawks.

The Palacios Pavilion The first pavilion was built on the Palacios bayfront in 1904. It was a 2-
story structure called the Pleasure Pier, and had boat docks and bath houses extending down the
pier. It offered swimming, boating, dancing, skating, and basketball parties. It received hurricane
damage in 1914, 1915 and 1934 . A new pavilion, "The Round House," was dedicated late in 1935
and was the site for many dances and included some famous "Big Bands." The Round House was
destroyed by Hurricane Carla in 1961. It was replaced with a smaller open-air pavilion in 1991 and
is still a site for an occasional dance and receptions.
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Palacios Waterfront The heart of Palacios is the seawall, a favorite spot for walkers, runners and
cyclists that stretches one and a half miles along the bay shore. On one side of the seawall is the
panorama of the water, with its diving pelicans and jumping fish. On the other side is a string of
parks with picnic tables, playgrounds and wide open green spaces. The seawall is also home to
small beaches, free boat ramps and numerous lighted jetties and piers for fishing. The waters are
never crowded, but on a sunny day you may see a sailboat or two, a couple of jet skis, someone
windsurfing or kite sailing, or perhaps a family on kayaks. The Palacios bayfront is the perfect
place for water activities of all kinds.

Palacios Cemetery Located on 12th Street, near the western edge of Palacios, the cemetery dates
back to the very earliest days of the city. Graves are marked with many different styles of
monuments, from plain crosses to stone angels. The grounds feature a veterans monument with
the remains of those who served in six wars, as well as stones marking the graves of Vietnamese
refugees who settled in Palacios.

Five Mile Bike Route The Palacios bike route is another amenity unique to Palacios. We are the
only small town in the area that has such a route. The route features a five mile

long ride along Tres Palacios Bay and also connects the Schools, the hospital, the library and the
downtown area. The route is a favorite for family bicycle outings. Prominent “Bike Route” signs
are located on Bay Boulevard, Bay Shore Drive, 4th street, and Perryman.

The Palacios Skateboard Park, located at Main and Sixth Streets, is the only free skateboard
park in 100 miles. The lighted park is free to the public and contains the following challenging
obstacles; a half pipe, a quarter pipe, a raked quarter pipe, picnic table, jump box, Euro Gap, flat
wedge, stair wedge, two grind rails, a bank ramp, and a piano bank ramp. The adjacent parking area
is an excellent observation point. The landscaped benches at the North end of the park feature a
head on view of the center of the half pipe.

Texas Baptist Encampment Located at 110 First St, the first summer encampment on the site
was established by the Texas Baptist Convention in 1906. Families arrived from across the state by
wagon, buggy or train to participate in religious activities as well as camping, fishing, swimming,
boat rides and more. Numerous camps are still held at the Baptist Encampment every year.

Site of Camp Helen Camp Palacios was established in 1925 as a summer camp for the 36th
Infantry of the Texas National Guard. In World War II it was leased to the U.S. War Department
and became an anti-aircraft artillery training facility. At its peak capacity it was home to neatly
15,000 service members, as well as a number of German prisoners of war.

Palacios Preparatory School Located at 317 East Bay Boulevard, this 1910 home was the
residence of Martha Peat] Dickson McGuire, founder of the first private school in Palacios, with a
curriculum that included cultural arts such as music and drama. The school building was located
behind the family home, though some classes were taught in the home itself. Today this landmark
is the Peaceful Pelican Bed & Breakfast.

The Luther Hotel Originally built on East Bay Boulevard in 1903, this hotel was moved to its
present site, 408 South Bay Boulevard, in 1905, where it was substantially enlarged to include the
famous "Longest Front Porch in Texas." Known as the Bay View Hotel and later the Palacios

Hotel, it changed ownership many times and underwent many renovations before finally becoming
"The Luther" in 1941.
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Cates-Price Home This home at 506 South Bay Boulevard was built in 1910, an example of a
unique design by architect Winn Wood. Though many craftsmen bungalows were built during the
time period, the structure features unusual elements for the style such as a veranda and side-gabled
roof. Guests at the home included such notables as Texas Governor Pat Neff.

Pybus-Koerber House This home at 208 Main Street was built in 1915 by Joseph Pybus. It was
later purchased by James L. Koerber, who served as Mayor of Palacios from 1948-52. The site was
also home to a canning operation and a travel court, which provided space for military personnel
and their families from Camp Hulen. This historic home is now the Main Inn Bed & Breakfast.

Mural Tour - The history and heritage of Palacios, Texas As seen in the "Murals of Palacios"
Your guide to the wonderful and colorful murals by renown artist, Dayton Wodrich, depict the
culture and heritage of the Palacios area and its people. #1-LaSalle Shipwreck #2-Marsh
Menagerie #3-Early 1900's History #4-Seafood Industry #5-Farming & Ranching #6-Cultural
Heritage
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Community Interviews

In meeting with a group of individuals with the Economic Development Board, they indicated the
following demand generators in the immediate area included: Chamber events year round, summers
tend to become busier with vacationers, Nuclear Plant Outages in the spring and fall, fishing, shrimping,
duck and goose hunters, family events including reunions, weddings, and even funerals. Currently they
do have two local motels they recommend in the market and see a new hotel development only adding
to the appeal of the community. The hotels currently available include the Luther and Deluxe Inn,
additionally there is a local Bed and Breakfast offering and several vacation home rentals available in the
area. Amenities recommended included pool, fitness center, recreational facilities on site, guest laundry,
and meeting space.

In speaking with the County of Matagorda Judge, he indicated strong support for new hotel
development in the Palacios area. During our interview he indicated the Waterfront Development Plan
in the area could bring more tourism to the bay area and increase need for overnight accommodations in
the market. Additional growth in the county included potential medical facility growth, the Nuclear
Plant, and Tenaris Bay City currently under construction creating more jobs in the county as well.
Amenities recommended for lodging in Palacios included recreation facilities at or nearby and meeting
facilities for groups.

In speaking with the Site Director at Oxea, he indicated they have vendors coming in frequently to
their facility approximately 10-15 per month, along with a major shutdown that occurs every two years
brining in over 200 people to assist for at least a two week time frame. Currently he recommends
lodging in Bay City either the Comfort Suites or Hampton Inn and when these hotels are full onto
Wharton, TX; indicating often times the hotels in Bay City are full. When asked if he felt Palacios would
benefit from a newer branded hotel he indicated he was unsure of their specific needs in the community
but that they could see business from Oxea as a result. Amenities recommended included a fitness
center and breakfast.

In meeting with a group from the Chamber of Commerce Board, they indicated chamber
membership is on the rise in Palacios showing more community involvement than ever before. Events
in the area with potential lodging demand included Poker Tournaments in July, 4th of July Events,
family events, snow birds or "Winter Texans", local businesses including seafood trade, South Texas
Nuclear Project, Tenaris Bay City traffic, Oxea, Palacios School District, etc... One member in particular
works with a company that builds barges utilizing over 60 people and 19,000 man hours to build a barge.
This business has both customers and employees with lodging need during the building process,
estimating 15-20 employees for lodging need for up to two weeks at a time during the process.
Amenities recommended included pool, meeting space, breakfast, fitness center, and bayfront views.

In the last five years, manufacturing and fabrication of tugboats and barges have added to the diversification of
Port commerce. Tres Palacios Marine launched an average of one barge or tugboat per month in 2012 and employs
over 65 craftsmen at their Palacios site. Improvements added to the Port by the manufacturing firm include a
mobile paint building for barges, fabrication and welding platforms and a barge launch platform. - Source: Port of
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In meeting with HUB Leadership, they indicated demand in the area including family events such as
weddings, baptisms, reunions, and even funerals as the community family base is strong, the recreation
center, new pavilion development, bayfront activities, summer vacationers and snow birds, wetlands,
birding, fishing and shrimping, hunting, and local business need with the potential of overflow from Bay
City, TX. Currently they recommend local hotels and Bed and Breakfasts in town for lodging, some
travel to Bay City for branded hotel options or overflow need from the community. Amenities
recommended included outdoor pool, breakfast, meeting space, and on the water.

Businesses in the community contacted were unavailable for interview include:
Palacios School District, South Texas Nuclear Project, Tenaris Bay City, Formosa, Lyondell, Alcoa, and Calerus Compressors.

Source: Core Distinction Group, LLC Interviews 2014/2015
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Benefits of Palacios, TX

Shrimping and Fisherman

Location on the Water / Bayfront

Shop Local Initiatives

Real Estate Development

Main Street Program / Revitalizing Downtown Area
Texas Downtown Association

Diverse Community

Low Crime Area / Safety

Family Friendly Community

School District

Engaged Community of Volunteers

Strong Community Support & Organizations

Q444848448 K4LLL

Strong Economic Development Group

Challenges of Palacios, TX

Better Marketing of Palacios, TX for Tourism Draw
More Selection of Restaurants

Aging Population

Labor Pool

Lack of Industry

Indoor Leisure Recreation Needed

XXX XXX

Source: Core Distinction Group 1.LC Community Interviews (2014/2015)

Core Distinction Group, I.L.C
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Lodging Supply

This section of the report describes the primary competitive Lodging Supply that will affect the property, particularly for hotel room demand.

Competitive Hotel Properties

The Overall/Statistical Competitive Set was pared down to the five most competitive properties which will
help to generate preliminary rate positioning for the proposed hotel.

Competitive Hotel Occupancy & Rates

ey RATE ANALYSIS Projected
SINGLE DOUBLE | WEEKEND CORP ADR
Hampton Inn Suites Bay City $129.00 $129.00 $99.00 $109.00 $116.50
Best Western Port Lavaca Inn $99.00 $96.00 $86.00 $86.00 $91.75
Holiday Inn Express & Suites Port Lavaca $144.99 $139.99 $114.99 $134.00 $133.49
Luther Hotel $68.00 $68.00 $68.00 $63.00 $66.75
Deluxe Inn $59.99 $74.99 $74.99 $59.99 $67.49
COMPETITIVE MARKET AVERAGE DAILY ROOM RATE (ADR): $95.20

As noted above there are five properties pared down for comparison in rate positioning. The above
mentioned hotels were running rates from $63-$145 for the month of January 2015. Average ADR for
these hotels range from $67-$134. With this rate positioning, this would place the subject hotel competitive

with this grouping of hotels or within $10.

STR Competitive Hotel Occupancy & Rates (January 2015)

B RATE ANALYSIS Projected
SINGLE DOUBLE WEEKEND CORP ADR
Hampton Inn Suites Bay City $129.00 $129.00 $99.00 $109.00 $116.50
Comfort Suites Bay City $129.99 $129.99 $129.99 $119.00 $127.24
La Quinta Inns & Suites Bay City $129.00 $129.00 $129.00 $119.00 $126.50
Best Western Port Lavaca Inn $99.00 $96.00 $86.00 $86.00 $91.75
Holiday Inn Express & Suites Port Lavaca $144.99 $139.99 $114.99 $134.00 $133.49
La Quinta Inns & Suites Port Lavaca $89.00 $89.00 $89.00 $79.00 $86.50
COMPETITIVE MARKET AVERAGE DAILY ROOM RATE (ADR): $113.66
Competitive Hotel Occupancy & Rates (January 2015) Immediate Market
st RATE ANALYSIS Projected
SINGLE DOUBLE | WEEKEND CORP ADR
Luther Hotel 29 $68.00 $68.00 $68.00 $63.00 $66.75
Deluxe Inn 31 $59.99 $74.99 $74.99 $59.99 $67.49
‘The Peaceful Pelican 5 $135.00 $135.00 $135.00 $135.00 $135.00
Main Inn Bed and Breakfast 7 $0.00
COMPETITIVE MARKET AVERAGE DAILY ROOM RATE (ADR): $89.75

The above mentioned hotels are located in the immediate and surrounding area of Palacios, TX market yet
do not report their occupancies, rates, or revenues to STR for comparison. Therefore, all rates were
surveyed via phone or website for the month of January.
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The proposed hotel will directly serve the Palacios, TX market and will attract the LLodging Demand
identified in this report. It will offer the newest, most current hotel product in Matagorda County and will
serve as the only branded hotel in Palacios, TX. As a result, it should be the premier property in Palacios
and should attract any Unaccommodated Lodging Demand being displaced elsewhere in the market due to
the lack of accommodation in the city. Its facilities will be developed to match the expectations of today's
travelers. This property could be established with a national or regional brand. Working with a brand
which has experience in the lodging market will establish quality assurance for the hotel. Its defined rate
positioning should establish the property as a highly competitive hotel for its Lodging Demand.

The statistical competitive market surveyed has seen new supply growth as follows; in November 2013 -
Ganado, TX opened a 41 economy guestroom Motel 6. Additionally, there is currently a midscale La
Quinta Inn & Suites Under Construction (U/C) in Victoria, TX which is 46.4 miles from Palacios, TX.
This report there was no other indication of another hotel building in Matagorda County. Still, this should
be monitored closely throughout the development process. No additional supply growth was factored into
the projections at this time.

Room rate competition for a midscale hotel in this market will be present throughout the year. This rate
competition will be dictated by the rate structure of the hotels in the surrounding regional area. With
proper rate positioning the hotel should achieve a yield to the immediate market of 140% and the overall
region of 90%-100% which is above average and would assist in mitigating any rate sensitivity. Pricing
would be more comparable to those rates offered in the communities of Port Lavaca or Bay City, TX. The
developed hotel in this market should mirror the rates of these branded hotels or within a $10 rate
comparison.
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Competitive Hotels

Primary Competitive Hotels (Bay City and Port Lavaca) # of Rooms
Hampton Inn Suites Bay City 86
Comfort Suites Bay City 68
La Quinta Inns & Suites Bay City 57
Best Western Port Lavaca Inn 51
Holiday Inn Express & Suites Port Lavaca 79
LLa Quinta Inns & Suites Port Lavaca 57
Grand Total: 398

Source: STR / Core Distinction Group, LL.C

The primary competitors are expected to be the hotels in the regional market shown above.

Based on STR data provided the following table summarizes the historical trends in occupancy and rates for
the competitive supply in the past three years and estimated 2014.

Historical Market Performance

Occ % | ADR

Year Annual Occupancy Rooms Sold Average Rate (Gronth) Decine)
2011 60.1% 87,306 $99.81 NA NA
2012 64.7% 94,061 $100.62 4.7% $0.80
2013 68.4% 99,363 $100.37 3.7% -$0.24
2014 71.6% 103,944 $104.66 3.2% $4.28

* 2014 data estimated based on trends from prior year and noted demand.

Source: STR / Core Distinction Group, LLC

Based on STR data provided the following table summarizes the projected occupancy and rates

for the competitive supply in the upcoming three years.

Projected Market Performance

Occ% | ADR

Year Annual Occupancy Rooms Sold Average Rate Cromih/ Decline)

2012 64.7% 94,061 $100.62 3.5% $0.80
2013 68.4% 99,363 $100.37 3.7% -50.24
2014 71.6% 103,944 $104.66 3.2% $4.28
2015 75.1% 109,141 $108.84 3.6% $4.19
2016 78.9% 114,598 $112.11 3.8% $3.27

Sonrce: Core Distinction Group, LL.C

UCCUPCAIICY 4pPCdls 1O DC ACCUTALCTY TOTCCASTICA TOT IIC UPCOIIHITE tIICC YCATLS DASCA OI tIC ITIATKCT d11IA
demand as well based on recent year trends. Occupancy is projected to continue growth through the next
18-24 months along with ADR in this region.
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IMAGES of Lodging Available in the Immediate Market:

Deluxe Inn

We're Sorry

This image is temporarily
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Mapping of surveyed hotels from Palacios, TX:
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Hampton Inn Suites Bay City

# of Guestrooms # of Floors Kitchenettes
86 4 All Rooms
Business Center Fitness Center (Onsite) Fitness Center (Off Site)
Yes Yes No
Banquet/Meeting Facilities Restaurant on Site Room Service
Meeting Room & Board Room No No
Breakfast Lunch Dinner
Complimentary No No
Pool (Indoor) Pool (Outdoor) Spa
No Yes Yes
Matket / Gift Shop Elevator Shuttle Service
No Yes No
Internet Guest Laundry Facilities Valet
Complimentary Yes Yes
Parking Smoking/Non-Smoking Pets
Complimentary Non-Smoking Hotel No

The Hampton Inn & Suites Bay City, Texas hotel sits only a few minutes' drive from the Texas gulf coast in the heart
of the bird watching capital of America. From beachcombing to bird watching and from great food to golf, you'll find
it all near our hotel in Bay City. Situated less than 20 miles from Matagorda Beach, the Hampton Inn & Suites Bay
City offers a home away from home with quick and easy access to a host of outdoor activities. Discover the rich
history of Bay City at the Matagorda County Museum, pick up souvenirs in the quaint shops downtown and watch as
glant barges navigate the locks along the Intracoastal Waterway. Hit the links at the Gary Player-designed Rio
Colorado Golf Course, located within minutes of the Hampton Inn & Suites Bay City hotel. Feel at home at our
warm and friendly Bay City, Texas hotel. Catch up with work in our business center or relax in a comfy guest room
with a TV and free high-speed internet access. Start your day right with Hampton’s free hot breakfast. After an
exciting day discovering the charming area, retite to a comfy guest room and unwind on a clean and fresh Hampton
bed®, re-enetgize in the fitness center or relax in our pool.

Source: hamptoninn.com
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Comfort Suites Bay City

# of Guestrooms # of Floors Kitchenettes
68 3 All Rooms
Business Center Fitness Center (Onsite) Fitness Center (Off Site)
Yes Yes No
Banquet/Meeting Facilities Restaurant on Site Room Service
Meeting Room No No
Breakfast Lunch Dinner
Complimentary No No
Pool (Indoor) Pool (Outdoor) Spa
No Yes Yes
Matket / Gift Shop Elevator Shuttle Service
Yes Yes No
Internet Guest Laundry Facilities Valet
Complimentary Yes No
Parking Smoking/Non-Smoking Pets
Complimentary Non-Smoking Hotel Yes

Comfort Suites Bay City, TX - This pet-friendly and smoke-free Bay City, TX Comfort Suites® hotel provides
business and leisure travelers with accommodations just minutes from Bay City Civic Center. We are close to
attractions like: Historic Bay City, ConocoPhillip, Exxon Mobil, and Galveston Island. We are also near White

Stallion, South Texas Project and Galveston Island. There are numerous shops, businesses and restaurants around the
area. You can enjoy amenities which include free high-speed internet, outdoor pool, guest laundry facilities and a
fitness center. Your Morning Breakfast is full of hot and delicious options, making breakfast at the Comfort Suites
Bay City, TX the perfect way to start your day. Enjoy our free hot breakfast featuring eggs, meat, yogurt, fresh fruit,
cereal and more, including your choice of hot waffle flavors! If you're leaving early, a Your Suite Success™ Grab It &
Go bag is available for the two hours prior to breakfast. Corporate travelers can take advantage of additional
amenities like the on-site meeting room, and access to copy and fax services. Guest rooms are equipped with
premium bedding, refrigerators and microwaves, flat-screen televisions with cable, wake-up services, coffee makers,
hair dryers, irons and ironing boards. Keep your electronic devices charged with the recharge device including AC and
USB outlets provided in all guest rooms. Comfort Suites is a great place to call home during your visit to the Big City
area. We have countless features that’ll make your stay memorable!

Source: comfortsuites.com
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La Quinta Inns & Suites Bay City

et | ?ﬂ m

# of Guestrooms # of Floors Kitchenettes
57 3 All Rooms
Business Center Fitness Center (Onsite) Fitness Center (Off Site)
Yes Yes No
Banquet/Meeting Facilities Restaurant on Site Room Service
Boardroom No No
Breakfast Lunch Dinner
Complimentary No No
Pool (Indoor) Pool (Outdoor) Spa
No Yes Yes
Matket / Gift Shop Elevator Shuttle Service
No Yes No
Internet Guest Laundry Facilities Valet
Complimentary Yes No
Parking Smoking/Non-Smoking Pets
Complimentary Non-Smoking Hotel Yes

La Quinta Inns & Suites Bay City, TX - Discover well-kept guest rooms, an outdoor swimming pool and exciting
amenities including free Wi-Fi and a free Bright Side Breakfast® at our modern Gulf Coast hotel. Situated in the
small town of Bay City, Texas, our friendly hotel features a convenient location for visiting nearby beaches and
exploring outdoor activities including bird watching and deep-sea fishing. Whether you are visiting the area on oil
industry business, a romantic getaway or a family vacation, our cheerful hotel is the smart choice for lodging. Each
spacious room features a microwave, refrigerator and a 32” television. Our hotel also features a meeting space, guest
laundry facilities, free parking and much more. Pets are always welcome, and we offer free Wi-Fi throughout the
property. Looking for a peaceful retreat near the beaches of Texas? Our friendly hotel is just twenty miles from soft,
sandy beaches and the warm waters of the Gulf of Mexico and Matagorda Bay. Head to Surfside Beach, Bryan Beach
or Quintana Beach for coastal fun and excellent deep-sea fishing. This marshy seaside area is also home to renowned
bird watching at Big Boggy National Wildlife Refuge and San Bernard National Wildlife Refuge. Texas’ Colorado
River runs through the center of town, where you can find restaurants serving fine barbecue and Tex-Mex cuisine.
The cities of Galveston, with a fun beach town vibe, and Houston, a major metropolis and cultural center, are just a
short drive away.

Source: laguintabaycity.com

40 05/19/2016




Core Distinction Group, L.LL.C

Best Western Port Lavaca Inn

# of Guestrooms # of Floors Kitchenettes
51 2 Yes
Business Center Fitness Center (Onsite) Fitness Center (Off Site)
Yes Yes No
Banquet/Meeting Facilities Restaurant on Site Room Service
Meeting Room No No
Breakfast Lunch Dinner
Complimentary No No
Pool (Indoor) Pool (Outdoor) Spa
No Yes No
Matket / Gift Shop Elevator Shuttle Service
No Yes No
Internet Guest Laundry Facilities Valet
Complimentary Yes Yes
Parking Smoking/Non-Smoking Pets
Complimentary Smoking/Non-Smoking Available Yes

Best Western Port Lavaca Inn - Stay at this award winning Port Lavaca hotel providing convenient access to key area
attractions such as beaches, Lighthouse Beach and the Formosa Wetlands walkway. Whether traveling to the southern
coast of Texas for business or pleasure, the friendly staff at the Best Western Port Lavaca Inn will ensure a relaxing
and enjoyable stay. This Port Lavaca area hotel features spaciously-appointed guest rooms and suites complete with
cable satellite television with HBO® and free witeless high-speed Internet access. Hotel guests are welcome to start
their day with a complimentary hot breakfast before taking advantage of other full-service amenities including an
outdoor swimming pool, exercise facility, picnic area with barbeques, guest laundry, business services and meeting
facilities. Pets are welcome. The Best Western Port Lavaca Inn is ideally located just one mile from both the Formosa
Wetlands Walkway and Bird Tower, a local bird watching lookout. Enjoy an array of outdoor activities including
hunting, golf and fishing near Lavaca Bay. Lighthouse Beach, just one mile from the hotel, offers a lighted fishing piet-
perfect for night fishing. When traveling on business, this Calhoun County hotel also provides convenient access to
the Alcoa Plant, the Formosa Plant, Interplast, Ineos, Seadrift Coke Plant and DOW Chemical .

Source: book.bestwestern.com
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Holiday Inn Express & Suites Port Lavaca

# of Guestrooms # of Floors Kitchenettes
79 3 Yes
Business Center Fitness Center (Onsite) Fitness Center (Off Site)
Yes Yes Yes
Banquet/Meeting Facilities Restaurant on Site Room Service
Meeting Room No No
Breakfast Lunch Dinner
Complimentary No No
Pool (Indoor) Pool (Outdoor) Spa
No Yes No
Matket / Gift Shop Elevator Shuttle Service
No Yes No
Internet Guest Laundry Facilities Valet
Complimentary Yes Yes
Parking Smoking/Non-Smoking Pets
Complimentary Non-Smoking Hotel No

Holiday Inn Express & Suites Port Lavaca, TX - Welcome to the Holiday Inn Express & Suites-Port Lavaca, TX. We
are excited to showcase our property to our business partners and visitors to Port Lavaca, TX. We know that value
and service are what you want when staying in Port Lavaca. We offer amenities such as LCD HDTV’s, free wired and
wireless Internet access. Our larger than life breakfast room offers free hot items such as scrambled eggs, bacon, hot
biscuits and gravy. For our passing through guests looking for a little something extra to do while in town, visit
locations such as Formosa Wetlands Walkway, Alcoa Bird Tower, and the Lighthouse Beach-lighted fishing pier. All
these locations are right across the street from the hotel. Our business clients will find our location perfect when
visiting Memorial Medical Center, Formosa Plastics, and Rawson, LP. All of these locations are within 5 miles of the
hotel. Our other business partners you might be visiting are Dow Seadrift Ineus Nittles, Seadrift Coke, and Union
Carbide. You will find close proximity from the hotel and within 15 miles of these major corporations. We know you
are going to enjoy your stay while at the new Holiday Inn Express & Suites. See the value and service as you have
come to know from our Holiday Inn Express brand family.

Source: biexcpress.com
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La Quinta Inns & Suites Port Lavaca

# of Guestrooms # of Floors Kitchenettes
57 3 All Rooms
Business Center Fitness Center (Onsite) Fitness Center (Off Site)
Yes Yes No
Banquet/Meeting Facilities Restaurant on Site Room Service
Board Room No No
Breakfast Lunch Dinner
Complimentary No No
Pool (Indoor) Pool (Outdoor) Spa
No Yes No
Matket / Gift Shop Elevator Shuttle Service
No Yes No
Internet Guest Laundry Facilities Valet
Complimentary No No
Parking Smoking/Non-Smoking Pets
Complimentary Non-Smoking Hotel Yes

The La Quinta Inn & Suites Port Lavaca, TX was recently named a 2014 TripAdvisor Certificate of Excellence award
winner! Come and enjoy the La Quinta Inn & Suites Port Lavaca on your next getaway to the Texas Gulf Coast.
Whether you are traveling on business or pleasure, we guarantee that you will have a great stay. Our hotel has
everything you will need from our spacious rooms with oversized work desks, to lightning fast free wireless high-
speed Internet, 32" LCD HDTVs, and most importantly our comfy pillow-top beds. Start your day with a free
Victoria Advocate newspaper and our Free Bright Side Breakfast featuring a variety of hot items. If you need to get
some work done use our onsite business center; or if relaxing is more your thing then jump in our sparking outdoor
pool. For those that are looking for more to do, explore the Formosa Wetlands Walkway, Alcoa Bird Tower, and the
Lighthouse Beach-lighted fishing pier. Step back in time and visit historic Downtown Port Lavaca. All these locations
are only a short distance from our hotel. Our business clients will find our location ideal when visiting Memorial
Medical Center, Formosa Plastics, and Rawson, LP. All of these locations are within 5 miles of the hotel. Other
business partners you might be visiting are Dow Seadrift Ineus Nitrles, Seadrift Coke, and Union Carbide, which are

within 15 miles of our hotel.

Source: 1q.com
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Cobblestone Hotel & Suites
Palacios, TX

75%-65%%-65%-65%-50%-50% (Real Property Tax Abatement) - SITE A
Number of Units:

Building Specifications: 58 unit Cobblestone Hotel & Suites with microwave & refrigerator in standard guest rooms,
guest beer & wine bar, hot breakfast, guest fitness room, guest laundry room, outdoor pool, and meeting space.

58

[.I.C - DRAFT

Land Cost $87,000

per room $1,500
Building Construction $3,095,000

per room $53,362
Fixtures, Furnishings, and Equipment $810,000

per room $13,966
Indirect Costs $895,000

per room $15431
Appraisal $5,000
Architectural / Engineering $60,000

- Cobblestone Franchise Fee $30,000
\Q\‘Surveys $10,000
§ Development Services $250,000
Pre-Opening Expenses $50,000

§ Working Capital $150,000
Legal and Accounting Fees $10,000
U Construction Period Interest / Loan Fees / Closing $80,000
Insurance & Taxes During Construction $50,000
Project Contingency $200,000

Total Project Costs: $4,887,000

er room $84,259

Requested Loan Amount: $3,687,000  75.4%

Expected Cash Injection: $1,200,000  24.6%

18LIncti00

Sources of Funding

Bank Loan $3,687,000 Debt Interest: 5.00%
‘ Expected Cash Injection $1,200,000 Debt Terms: 20
Total: $4,887,000 Debt Service: $291,991

* Pricing noted above valid for 90 days from document date shown

Core D
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RAMP UP YEAR: Rooms:

Group, I.1.C - DRAFT

18LIncti00

Core D

58
anuary February March April May June July August September October November | December TOTAL
Lodging Rooms Available 1,798 1,624 1,798 1,740 1,798 1,740 1,798 1,798 1,740 1,798 1,740 1,798 21,170
Lodging Occupancy % 44.0% 52.0% 60.0% 60.0% 56.0% 60.0% 60.0% 56.0% 52.0% 60.0% 52.0% 44.0% 54.7%
Total Occ. Rooms 791 844 1,079 1,044 1,007 1,044 1,079 1,007 905 1,079 905 791 11,574
Average Daily Rate $93.40 $98.00 $105.00 $100.80 $107.00 $109.00 $105.77 $105.00 $99.00 $105.74 $99.00 $95.00 $102.37
Revenue Per Available Room (REVPAR) $41.09 $50.96 $63.00 $60.48 $59.92 $65.40 $63.46 $58.80 $51.48 $63.44 $51.48 $41.80 $55.97
REVENUE:
Guest Rooms 73,887 82,759 113274 105,238 107,736 113,796 114,105 105,722 89,575 114,070 89,575 75,156 1,184,805
Telephone / Misc. Revenue 198 211 270 261 252 261 270 252 226 270 226 198 2,894
Meeting Room Revenue 593 633 809 783 755 783 809 755 679 809 679 593 8,681
Vending / Bar Revenue 1,582 1,689 2,158 2,088 2,014 2,088 2,158 2,014 1,810 2,158 1,810 1,582 23,149
TOTAL HOTEL REVENUE 76,261 85,292 116,510 108,370 110,757 116,928 117,342 108,743 92,290 117,307 92,290 77,530 1,219,619
HOTEL PAYROLL EXPENSE
Hotel Manager 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 60,000
Housekeeping 3,956 4,222 5,394 5,220 5,034 5,220 5,394 5,034 4,524 5,394 4,524 3,956 57,872
Maintenance 1,582 1,689 2,158 2,088 2,014 2,088 2,158 2014 1,810 2,158 1,810 1,582 23,149
Front Desk 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 72,000
Employee Benefits 827 846 928 915 902 915 928 902 867 928 867 827 10,651
Workers Comp Insurance 297 317 405 392 378 392 405 378 339 405 339 297 4,340
Payroll Tax 2208 2259 2485 2452 2416 2452 2485 2416 2317 2,485 2317 2208 28,502
TOTAL HOTEL PAYROLL 19,869 20,333 22,369 22,067 21,744 22,067 22,369 21,744 20,857 22,369 20,857 19,869 256,514
HOTEL OPERATING EXPENSE
Cleaning Supplies 316 338 432 418 403 418 432 403 362 432 362 316 4,630
Laundry Supplies 514 549 701 679 054 679 701 654 588 701 588 514 7,523
Linens 672 718 917 887 856 887 917 856 769 917 769 672 9,838
Guest Supplies 791 844 1,079 1,044 1,007 1,044 1,079 1,007 905 1,079 905 791 11,574
Operating Supplies 593 633 809 783 755 783 809 755 679 809 679 593 8,681
Repairs & Maintenance 198 211 270 261 252 261 270 252 226 270 226 198 2,894
Swimming Pool Maintenance 833 833 833 833 833 833 833 833 833 833 833 833 10,000
Grounds/Landscapin, 475 507 647 626 604 626 647 604 543 647 543 475 6,945
Franchise Fee 3,915 3,915 3,915 3,915 3,915 3,915 3,915 3,915 3,915 3,915 3,915 3,915 46,980
Property Mgmt. System Expense 75 75 75 75 75 75 75 75 75 75 75 75 900
Complimentary Breakfast 3,164 3,378 4,315 4,176 4,028 4,176 4,315 4,028 3,619 4,315 3,619 3,164 46,298
Travel Agent Fees 554 621 850 789 808 853 856 793 672 856 672 564 8,887
Reservations Expense 514 549 701 679 654 679 701 654 588 701 588 514 7,523
Vending / Bar Expense 791 844 1,079 1,044 1,007 1,044 1,079 1,007 905 1,079 905 791 11,574
Office Supplies 198 211 270 261 252 261 270 252 226 270 226 198 2,894
Marketing / Advertising 369 414 566 526 539 569 571 529 448 570 448 376 5,924
Utilities 4,957 5,544 7,573 7,044 7,199 7,600 7,627 7,068 5,999 7,625 5,999 5,039 79,275
Telephone 396 422 539 522 503 522 539 503 452 539 452 396 5,787
Internet Expense 290 290 290 290 290 290 290 290 290 290 290 290 3,480
Cable 870 870 870 870 870 870 870 870 870 870 870 870 10,440
Waste Removal 580 580 580 580 580 580 580 580 580 580 580 580 6,960
Dues & Subscriptions 119 127 162 157 151 157 162 151 136 162 136 119 1,736
Licenses & Permits 95 101 129 125 121 125 129 121 109 129 109 95 1,389
Credit Card Expense 1,525 1,706 2,330 2,167 2,215 2,339 2,347 2,175 1,846 2,346 1,846 1,551 24,392
Management Fee 4,576 5,118 6,991 6,502 6,645 7,016 7,041 6,525 5,537 7,038 5,537 4,652 73,177
Other Expense 554 591 755 731 705 731 755 705 633 755 633 554 8,102
Accounting Services 450 450 450 450 450 450 450 450 450 450 450 450 5,400
Professional Fees 150 150 150 150 150 150 150 150 150 150 150 150 1,800
TOTAL OPERATING EXPENSES 28,535 30,589 38,279 36,585 36,521 37,933 38,410 36,204 32,405 38,404 32,405 28,735 415,005
Income Before Fixed Expenses 27,856 34,370 55,863 49,718 52,491 56,929 56,563 50,795 39,028 56,534 39,028 28,925 548,099
Gross Operating Profit (GOP) 36.53% 40.30% 47.95% 45.88% 47.39% 48.69% 48.20% 46.71% 42.29% 48.19% 42.29% 37.31% 44.94%
RESERVES & FIXED EXPENSES
Debt Service 24,333 24333 24,333 24333 24,333 24333 24,333 24333 24,333 24333 24,333 24,333 291,991
Real Estate Taxes 9,112 9,112 9,112 9,112 9,112 9,112 9,112 9,112 9,112 9,112 9,112 9,112 109,342
Real Property Tax Abatement (4,002) (4,002 (#,002) (4,002 (4,002) (4,002 (#,002) (4,002 (4,002) (4,002) (4,002) (4,002) (48,025)
Insurance 3,813 4,265 5,826 5,418 5,538 5,846 5,867 5,437 4,614 5,865 4,614 3,876 60,981
Reserves For Replacement 2,288 2,559 3,495 3251 3,323 3,508 3,520 3262 2,769 3,519 2,769 2,326 36,589
TOTAL RESERVES & FIXED 35,543 36,266 38,763 38,112 38,303 38,797 38,830 38,142 36,825 38,827 36,825 35,645 450,877
CASH FLOW BEFORE DEBT 16,646 22,437 41,432 35,939 38,521 42,465 42,066 36,985 26,535 42,039 26,535 17,613 389,213
CASH FLOW AFTER DEBT (87,687) (81,895 $17,099 $11,606 $14,188 $18,132 $17,733 $12,653 $2,202 $17,707 $2,202 (86,719) $§97,222

NOTE: The above information is a forwards looking projection of anticipated ex lar in nature. Occupancy and ADR projections derived
from market data trends reported by Smith Travel Rescarch (STR) in the market's proximity along with to date rate shopping of I

and patrons and the fact that CDG has not been involved in a project in this area and in a municipality with these demographics in the past. Thereby, all investors understand and acknowledge that these forward looking projections are not warranted

cnses and profits with regard to this project based on the professional experience of Core Distinetion Group LLC (CDG) participation in other project
I and surrounding hotels. This projection could change duc to changes in the economy, both locally and ov

Il the acceptance of the project by the local community
y CDG and are subject to change and

fluctuation.
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Numbers projected and compated to similar markets for a hotel with the following rooms: R°‘5);“ =
February March April May June Tuly August | September | October | November | December | TOTAL
Lodging Rooms Available 1,624 1,798 1,740 1,798 1,740 1,798 1,798 1,740 1,798 1,740 1,798 21,170
Lodging Occupancy % 65% 75% 75% 70% 75% 75% 70% 65% 75% 65% 55% 68.3%
Total Occ. Rooms 1,056 1,349 1,305 1,259 1,305 1,349 1,259 1,131 1,349 1,131 989 14,468
Average Daily Rate $98.00 $105.00 $104.00 $107.00 $109.00 $109.00 $105.00 $99.00 $109.00 $99.00 $95.00 $103.48
REVENUE:
Guest Rooms 95,429 103,449 141,593 135,720 134,670 142,245 146,987 132,153 111,969 146,987 111,969 93,946 1,497,115
Telephone / Misc. Revenue 247 264 337 326 315 326 337 315 283 337 283 247 3,617
Meeting Room Revenue 989 1,056 1,349 1,305 1,259 1,305 1,349 1,259 1,131 1,349 1,131 989 14,468
Vending / Bar Revenue 1,978 2111 2,697 2,610 2,517 2610 2,697 2517 2,262 2,697 2,262 1978 28,936
TOTAL HOTEL REVENUE 98,643 106,880 145975 139,961 138,761 146,486 151,369 136,243 115,645 151,369 115,645 97,159 1,544,136
Hotel Expenses
HOTEL PAYROLL EXPENSE
Hotel Manager 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 60,000
Housckeeping 4,945 5,278 6,743 6,525 6,293 6,525 6,743 6,293 5,055 6,743 5,055 4,945 72,341
Maintenance 1978 2,111 2,697 2,610 2517 2,610 2,697 2,517 2262 2,697 2262 1978 28936
Front Desk 5,000 5,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 5,000 5,000 68,000
Employee Benefits 846 869 1,022 1,007 991 1,007 1,022 991 946 1,022 896 846 11,464
Workers Comp Insurance 371 396 506 489 472 489 506 472 424 506 424 371 5,426
Payroll Tax 2267 2332 2,746 2,704 2,659 2,704 2746 2,659 2536 2,746 2,405 2,267 30,77
I TOTAL HOTEL PAYROLL 20,407 20,986 24,713 24,335 23,932 24,335 24,713 23,932 22,823 24,713 21,642 20,407 276,937
HOTEL OPERATING EXPENSE
Cleaning Supplies 396 422 539 522 503 522 539 503 452 539 452 396 5,787
Laundry Supplies 643 686 877 848 818 848 877 818 735 877 735 643 9,404
Linens 841 897 1,146 1,109 1,070 1,109 1,146 1,070 961 1,146 961 841 12298
Guest Supplies 989 1,056 1,349 1,305 1,259 1,305 1,349 1,259 1,131 1,349 1,131 989 14,468
Operating Supplies 742 792 1,011 979 944 979 1,011 944 848 1,011 848 742 10,851
\ Repairs & Maintenance 494 528 674 653 629 653 674 629 566 674 566 494 7,234
Grounds/Landscaping/Snow Removal 593 633 809 783 755 783 809 755 679 809 679 593 8,681
N Swimming Pool Repair/Maint. 833 833 833 833 833 833 833 833 833 833 833 833 10,000
Franchise Fee 3915 3915 3915 3915 3915 3915 3915 3915 3915 3915 3915 3915 46,980
\ Property Mgmt. System Expense 300 300 300 300 300 300 300 300 300 300 300 300 3,600
Complimentary Breakfast 3,956 4222 5394 5,220 5034 5,220 5,394 5,034 4,524 5,304 4,504 3,956 57,872
N ‘Travel Agent Fees 716 776 1,062 1,018 1,010 1,067 1,102 991 840 1,102 840 705 11,228
Reservations Exxpense 643 686 77 848 818 848 877 818 735 77 735 643 9,404
Vending / Bar Expense 989 1,056 1,349 1,305 1,259 1,305 1,349 1,259 1,131 1,349 1,131 989 14,468
Office Supplies 643 686 77 848 818 848 877 818 735 877 735 643 9,404
N Marketing / Advertising 477 517 708 679 673 711 735 661 560 735 560 470 7,486
Utilities 6412 6,947 9,488 9,097 9,019 9,522 9,839 8,356 7,517 9,839 7,517 6,315 100,369
‘Telephone 494 528 674 653 629 653 674 629 566 674 566 494 7,234
Internet Expense 290 290 290 290 290 290 290 290 290 290 290 290 3,480
Q i Cable 870 870 870 870 870 870 870 870 870 870 870 870 10,440
Waste Removal 580 580 580 580 580 580 580 580 580 580 580 580 6,960
Dues & Subscriptions 148 158 202 196 189 196 202 189 170 202 170 148 2,170
Q Licenses & Permits 119 127 162 157 151 157 162 151 136 162 136 119 1,736
.E Credit Card Expense 1,973 2,138 2,920 2,799 2,775 2,930 3,027 2,725 2,313 3,027 2,313 1,943 30,883
Management Fee 5,919 6,413 8,759 8,398 8,326 8,789 9,082 8,175 6,939 9,082 6,939 5,830 92,648
Other Expense 494 528 674 653 629 653 674 629 566 674 566 494 7,234
Accounting Services 450 450 450 450 450 450 450 450 450 450 450 450 5,400
Professional Fees 150 150 150 150 150 150 150 150 150 150 150 150 1,800
TOTAL OPERATING EXPENSES 35,068 37,184 46,938 45,457 44,698 46,485 47,788 44,301 39,490 47,788 39,490 34,834 509,521
Income Before Fixed Expenses 43,168 48,709 74,324 70,169 70,131 75,667 78,868 68,010 53,332 78,868 54,513 41,919 757,679
Gross Operating Profit (GOP) 43.76% 45.57% 50.92% 50.13% 50.54% 51.65% 52.10% 49.92% 46.12% 52.10% 47.14% 43.14% 49.07%
Q RESERVES & FIXED EXPENSES
Debt Service 24333 24333 24333 24333 24333 24333 24333 24333 24333 24333 24333 24333 291,991
Q Real Estate Taxes 9,112 9,112 9,112 9,112 9,112 9,112 9,112 9,112 9,112 9,112 9,112 9,112 109,342
Real Property Tax A (3,468) (3,468) (,468) (3,468) (5,468) (3,468) (5,468) (3,468) (5,468) (3,468) (5,468) (5,468) @ez) |
L N Insurance 4,932 5,344 7,299 6,998 6,938 7,324 7,568 6,812 5,782 7,568 5,782 4,858 77,207
\ Reserves For Replacement 2,959 3,206 4,379 4,199 4,163 4,395 4,541 4,087 3,469 4,541 3,469 2915 46,324
TOTAL RESERVES & FIXED 37,867 38,526 41,654 41,173 41,077 41,695 42,086 40,875 39,228 42,086 39,228 37,749 483,243
b CASH FLOW BEFORE DEBT 29,634 34,515 57,002 329 53,387 58,304 61,115 51,467 38,437 61,115 39,618 28,503 566,427
Q CASH FLOW AFTER DEBT $5,301 $10,183 $32,670 $28,997 $29,054 $33,972 $36,783 $27,135 $14,104 $36,783 $15,285 $4,170 $274,436
° Five Year Numbers Projected Summary
N YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5
N AMOUNT AMOUNT AMOUNT AMOUNT AMOUNT
Lodging Rooms Available 21170 21,170 21,170 21,170 21,170
(ﬂ Lodging Occupancy % 68.3% 69.7% 71.1% 70.4% 69.0%
® N Total Occ. Rooms 14,468 14,757 15,053 14,902 14,604
Average Daily Rate $103.48 $106.58 $107.65 $108.72 $105.46
REVENUE:
Guest Rooms 1,497,115 97.0% 1,572,869 97.0% 1,620,370 97.1% 1,620,207 97.1% 1,540,169 97.0%
Telephone / Misc. Revenue 3,617 0.2% 3,689 0.2% 3,763 0.2% 3,726 0.2% 3,651 0.2%
Meeting Room Revenue 14,468 0.9% 14,757 0.9% 15,053 0.9% 14,902 0.9% 14,604 0.9%
Vending / Bar Revenue 28,936 1.9% 29,515 1.8% 30,105 1.8% 29,804 1.8% 29,208 1.8%
TOTAL HOTEL REVENUE 1,544,136 100.0 1,620,831 100.0 1,669,290 100.0 1,668,639 100.0 1,587,632 100.0

NOTE: The above information is a forwards looking projection of anticipated expenses and profits with regard to this project based on the professional experience of Core Distinction Group,
data trends reported by Smith Travel Rescarch (STR) in the market's proximity along with to date rate shopping of local and surrounding hotels. This projection could ct ]
local community and patrons and the fact that CDG has not been involved in a project in this area and in a municipality with these demographics in the past. Thereby, all investors understand and acknowledge that these forward looking projections are not warranted by Cl

(CDG) participation in other projects, similar in nature. Occupancy and ADR projections

derived from m:

G and are subject
to change and fluctuation.
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5 Year Projection Rooms:
The following statistics are preliminary projection based on assumed costs of prototypical hotel. 58
Year1 % Year2 % Year3 % Yeard % Year 5 %
Lodging Rooms Available 21,170 21,170 21,170 21,170 21,170
Lodging Occupancy % 68.3% 68.3% 069.7% 069.7% 71.1% 71.1% 70.4% 70.4% 69.0% 69.0%
Total Occ. Rooms 14,468 14,757 15,053 14,902 14,604
Average Daily Rate $103.48 $106.58 $107.65 $108.72 $105.46
REVENUE:
Guest Rooms 1,497,115 96.95% 1,572,869 97.04% 1,620,370 97.07% 1,620,207 97.10% 1,540,169 97.01%
Telephone / Misc Revenue 3,617 0.23% 3,689 0.23% 3,763 0.23% 3,726 0.22% 3,051 0.23%
Meeting Space 14,468 0.94% 14,757 0.91% 15,053 0.90% 14,902 0.89% 14,604 0.92%
Vending / Bar Revenue 28,936 1.87% 29,515 1.82% 30,105 1.80% 29,804 1.79% 29,208 1.84%
TOTAL HOTEL REVENUE 1,544,136 100% 1,620,831 100% 1,669,290 100% 1,668,639 100% 1,587,632 100%
Hotel Expenses
HOTEL PAYROLL EXPENSE
Hotel Manager 60,000 3.89% 63,000 3.89% 606,150 3.96% 69,458 4.16% 72,930 4.59%
Housekeeping 72,341 4.68% 73,787 4.55% 75,263 4.51% 74,510 4.47% 73,020 4.60%
Maintenance 28,936 1.87% 29,515 1.82% 30,105 1.80% 29,804 1.79% 29,208 1.84%
Front Desk 68,000 4.40% 70,040 4.32% 72,141 4.32% 74,305 4.45% 76,535 4.82%
I Employee Benefits 11,464 0.74% 11,817 0.73% 12,183 0.73% 12,404 0.74% 12,585 0.79%
Workers Comp Insurance 5,426 0.35% 5,534 0.34% 5,045 0.34% 5,588 0.33% 5,477 0.34%
Payroll Tax 30,771 1.99% 31,712 1.96% 32,686 1.96% 33,259 1.99% 33,719 2.12%
TOTAL HOTEL PAYROLL 276,937 17.93% 285,405 17.61% 294,173 17.62% 299,328 17.94% 303,474 19.11%
HOTEL OPERATING EXPENSE
Cleaning Supplies 5,787 0.37% 5,903 0.36% 6,021 0.36% 5,961 0.36% 5,842 0.37%
\ Laundry Supplies 9,404 0.61% 9,592 0.59% 9,784 0.59% 9,686 0.58% 9,493 0.60%
Linens 12,298 0.80% 12,544 0.77% 12,795 0.77% 12,667 0.76% 12,413 0.78%
N Guest Supplies 14,468 0.94% 14,757 0.91% 15,053 0.90% 14,902 0.89% 14,604 0.92%
\ Operating Supplies 10,851 0.70% 11,068 0.68% 11,289 0.68% 11,177 0.67% 10,953 0.69%
Repairs & Maintenance 7,234 0.47% 7,379 0.46% 7,526 0.45% 7,451 0.45% 7,302 0.46%
N Grounds/Landscape/Snow Removal 8,081 0.56% 8,854 0.55% 9,032 0.54% 8,941 0.54% 8,762 0.55%
Swimming Pool Repair/Maint. 10,000 0.65% 10,500 0.65% 11,025 0.66% 11,576 0.69% 12,155 0.77%
Franchise Fee 46,980 3.04% 46,980 2.90% 46,980 2.81% 46,980 2.82% 46,980 2.96%
Property Mgmt. System Expense 3,600 0.23% 3,779 0.23% 3,892 0.23% 3,890 0.23% 3,701 0.23%
.\ Complimentary Breakfast 57,872 3.75% 59,030 3.64% 60,210 3.61% 59,608 3.57% 58,416 3.68%
Q Travel Agent Fees 11,228 0.73% 11,797 0.73% 12,153 0.73% 12,152 0.73% 11,551 0.73%
Reservations Expense 9,404 0.61% 9,592 0.59% 9,784 0.59% 9,686 0.58% 9,493 0.60%
Q Vending / Bar Expense 14,468 0.94% 14,757 0.91% 15,053 0.90% 14,902 0.89% 14,604 0.92%
Office Supplies 9,404 0.61% 9,592 0.59% 9,784 0.59% 9,686 0.58% 9,493 0.60%
Q Marketing / Advertising 7,486 0.48% 7,864 0.49% 8,102 0.49% 8,101 0.49% 7,701 0.49%
Utilities 100,369 6.50% 105,354 6.50% 108,504 6.50% 108,462 6.50% 103,196 6.50%
& Telephone 7,234 0.47% 7,379 0.46% 7,526 0.45% 7,451 0.45% 7,302 0.46%
Internet Expense 3,480 0.23% 3,054 0.23% 3,837 0.23% 4,029 0.24% 4,230 0.27%
Cable 10,440 0.68% 10,959 0.68% 11,286 0.68% 11,282 0.68% 10,734 0.68%
Waste Removal 6,960 0.45% 7,169 0.44% 7,384 0.44% 7,605 0.46% 7,834 0.49%
Dues & Subscriptions 2,170 0.14% 2,214 0.14% 2,258 0.14% 2,235 0.13% 2,191 0.14%
Licenses & Permits 1,736 0.11% 1,771 0.11% 1,806 0.11% 1,788 0.11% 1,752 0.11%
Credit Card Expense 30,883 2.00% 32,417 2.00% 33,386 2.00% 33,373 2.00% 31,753 2.00%
Q Management Fee 92,648 6.00% 97,250 6.00% 100,157 6.00% 100,118 6.00% 95,258 6.00%
Other Expense 7,234 0.47% 7,379 0.46% 7,526 0.45% 7,451 0.45% 7,302 0.46%
Q Accounting Services 5,400 0.35% 5,668 0.35% 5,838 0.35% 5,835 0.35% 5,552 0.35%
° N Professional Fees 1,800 0.12% 1,889 0.12% 1,946 0.12% 1,945 0.12% 1,851 0.12%
\ TOTAL OPERATING EXPENSES 509,521 33.00% 527,091 32.52% 539,937 32.35% 538,942 32.30% 522,417 32.91%
INCOME BEFORE 757,679 | 49.07%|| 808,335 |49.87%|| 835180 |s50.03%|| 830,369 |4976%|| 761,741 |47.98%
b FIXED EXPENSES
Q RESERVES & FIXED EXPENSES
[ ] Real Estate Taxes 109,342 7.08% 109,342 6.75% 109,342 6.55% 109,342 6.55% 109,342 6.89%
N Real Property Tax Abatement (41,621) 2.70% (41,621) 2.57% (41,621) 2.49% (32,016) 1.92% (32,016) 2.02%
N Insurance 77,207 5.00% 81,042 5.00% 83,465 5.00% 83,432 5.00% 79,382 5.00%
(ﬂ Reserves For Replacement 46,324 3.00% 48,625 3.00% 50,079 3.00% 66,746 4.00% 63,505 4.00%
[ ] N TOTAL RESERVES & FIXED 191,252 12.39% 197,387 12.18% 201,264 12.06% 227,504 13.63% 220,213 13.87%
CASH FLOW BEFORE DEBT 566,427 36.68% 610,947 37.69% 633,916 37.98% 602,866 36.13% 541,528 34.11%
Debt Service 291,991 18.91% 291,991 18.01% 291,991 17.49% 291,991 17.50% 291,991 18.39%
NET CASH FLOW $274,436 17.77% $318,956 19.68% $341,925 20.48% $310,875 18.63% $249,537 15.72%
RETURN ON CASH INVESTMENT 22.87% 26.58% 28.49% 25.91% 20.79%

NOTE: The above information is a forwards looking projection of anticipated expenses and profits with regard to this project based on the professional experience of Core Distinction Group LLC (CDG) participation in other projects,
similar in nature. Occupancy and ADR projections derived from market data trends reported by Smith Travel Research (STR) in the market's proximity along with to date rate shopping of local and surrounding hotels. This projection
could change due to changes in the economy, both locally and overall, the acceptance of the project by the local community and patrons and the fact that CDG has not been involved in a project in this area and in a municipality with
these demographics in the past. Thereby, all investors understand and acknowledge that these forward looking projections are not warranted by CDG and are subject to change and fluctuation.
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5 Year Break Even Rooms:
The following statistics are preliminary projection based on assumed costs of prototypical hotel. 58
Yearl % Year2 % Year3 % Yeard % Year 5 %
Lodging Rooms Available 21,170 21,170 21,170 21,170 21,170
Lodging Occupancy % 46.0% 46.0% 44.8% 44.8% 44.8% 44.8% 46.3% 46.3% 48.8% 48.8%
Total Occ. Rooms 9,747 9,485 9,474 9,798 10,323
Average Daily Rate $103.48 $106.58 $107.65 $108.72 $105.46
REVENUE:
Guest Rooms 1,008,590 96.50% 1,010,923 96.60% 1,019,848 96.63% 1,065,273 96.67% 1,088,683 96.57%
Telephone / Misc Revenue 2,437 0.23% 2,371 0.23% 2,369 0.22% 2,450 0.22% 2,581 0.23%
Meeting Space 9,747 0.93% 9,485 0.91% 9,474 0.90% 9,798 0.89% 10,323 0.92%
Vending / Bar Revenue 24,368 2.33% 23713 2.27% 23,685 2.24% 24,495 2.22% 25,808 2.29%
TOTAL HOTEL REVENUE 1,045,141 100% 1,046,492 100% 1,055,376 100% 1,102,016 100% 1,127,394 100%
Hotel Expenses
HOTEL PAYROLL EXPENSE
Hotel Manager 60,000 5.74% 63,000 6.02% 66,150 6.27% 69,458 6.30% 72,930 6.47%
Housekeeping 48,735 4.66% 47,425 4.53% 47,370 4.49% 48,990 4.45% 51,615 4.58%
Maintenance 19,494 1.87% 18,970 1.81% 18,948 1.80% 19,596 1.78% 20,646 1.83%
Front Desk 60,000 5.74% 61,800 5.91% 63,654 6.03% 65,564 5.95% 67,531 5.99%
I Employee Benefits 9,411 0.90% 9,560 0.91% 9,806 0.93% 10,180 0.92% 10,636 0.94%
Workers Comp Insurance 3,655 0.35% 3,557 0.34% 3,553 0.34% 3,674 0.33% 3,871 0.34%
Payroll Tax 25,162 2.41% 25,539 2.44% 26,185 2.48% 27,183 2.47% 28,404 2.52%
TOTAL HOTEL PAYROLL 226,458 21.67% 229,851 21.96% 235,666 22.33% 244,644 22.20% 255,633 22.67%
HOTEL OPERATING EXPENSE
Cleaning Supplies 3,899 0.37% 3,794 0.36% 3,790 0.36% 3,919 0.36% 4,129 0.37%
\ Laundry Supplies 6,336 0.61% 6,165 0.59% 6,158 0.58% 6,369 0.58% 6,710 0.60%
Linens 8,285 0.79% 8,062 0.77% 8,053 0.76% 8,328 0.76% 8,775 0.78%
N Guest Supplies 9,747 0.93% 9,485 0.91% 9,474 0.90% 9,798 0.89% 10,323 0.92%
\ Operating Supplies 7,310 0.70% 7,114 0.68% 7,106 0.67% 7,349 0.67% 7,742, 0.69%
Repairs & Maintenance 4,874 0.47% 4,743 0.45% 4,737 0.45% 4,899 0.44% 5,162 0.46%
N Grounds/Landscape/Snow Removal 5,848 0.56% 5,691 0.54% 5,084 0.54% 5,879 0.53% 6,194 0.55%
Swimming Pool Repair/Maint. 10,000 0.96% 10,500 1.00% 11,025 1.04% 11,576 1.05% 12,155 1.08%
Franchise Fee 46,980 4.50% 46,980 4.49% 46,980 4.45% 46,980 4.26% 46,980 4.17%
.\ Property Mgmt. System Expense 3,600 0.34% 3,605 0.34% 3,635 0.34% 3,796 0.34% 3,883 0.34%
Complimentary Breakfast 38,988 3.73% 37,940 3.63% 37,896 3.59% 39,192 3.56% 41,292 3.66%
Q Travel Agent Fees 7,564 0.72% 7,582 0.72% 7,649 0.72% 7,990 0.72% 8,165 0.72%
Reservations Expense 6,336 0.61% 6,165 0.59% 6,158 0.58% 6,369 0.58% 6,710 0.60%
§ Vending / Bar Expense 12,184 1.17% 11,856 1.13% 11,843 1.12% 12,248 1.11% 12,904 1.14%
Office Supplies 6,336 0.61% 6,165 0.59% 6,158 0.58% 6,369 0.58% 6,710 0.60%
Q Marketing / Advertising 5,043 0.48% 5,055 0.48% 5,099 0.48% 5,326 0.48% 5,443 0.48%
& Utilities 67,934 6.50% 68,022 6.50% 68,599 6.50% 71,631 6.50% 73,281 6.50%
Telephone 4874 0.47% 4743 0.45% 4737 0.45% 4,899 0.44% 5,162 0.46%
Internet Expense 3,480 0.33% 3,054 0.35% 3,837 0.36% 4,029 0.37% 4,230 0.38%
Cable 10,440 1.00% 10,453 1.00% 10,542 1.00% 11,008 1.00% 11,262 1.00%
Waste Removal 6,960 0.67% 7,169 0.69% 7,384 0.70% 7,605 0.69% 7,834 0.69%
Dues & Subscriptions 1,462 0.14% 1,423 0.14% 1,421 0.13% 1,470 0.13% 1,548 0.14%
Licenses & Permits 1,170 0.11% 1,138 0.11% 1,137 0.11% 1,176 0.11% 1,239 0.11%
Q Credit Card Expense 20,903 2.00% 20,930 2.00% 21,108 2.00% 22,040 2.00% 22,548 2.00%
Management Fee 62,708 6.00% 62,790 6.00% 63,323 6.00% 66,121 6.00% 67,644 6.00%
Q Other Expense 4874 0.47% 4743 0.45% 4737 0.45% 4,899 0.44% 5,162 0.46%
° Accounting Services 5,400 0.52% 5,407 0.52% 5,453 0.52% 5,694 0.52% 5,825 0.52%
N Professional Fees 1,800 0.17% 1,802 0.17% 1,818 0.17% 1,898 0.17% 1,942 0.17%
\ TOTAL OPERATING EXPENSES 375,333 35.91% 373,175 35.66% 375,539 35.58% 388,855 35.29% 400,951 35.56%
K ) rocome Before Fixed Fxpenses 443,351 443,467 444,171 468,516 470,810
Gross Operating Profit (GOP)
° Q RESERVES & FIXED EXPENSES
N Real Estate Taxes 109,342 10.46% 109,342 10.45% 109,342 10.36% 109,342 9.92% 109,342 9.70%
N Real Property Tax Abatement (41,621) -3.98% (41,621) -3.98% (41,621) -3.94% (32,016) 2.91% (32,016) 2.84%
( - Insurance 52,257 5.00% 52,325 5.00% 52,769 5.00% 55,101 5.00% 56,370 5.00%
° Reserves For Replacement 31,354 3.00% 31,395 3.00% 31,661 3.00% 44,081 4.00% 45,096 4.00%
N TOTAL RESERVES & FIXED 151,332 14.48% 151,440 14.47% 152,151 14.42% 176,507 16.02% 178,791 15.86%
CASH FLOW BEFORE DEBT 292,019 27.94% 292,026 27.91% 292,019 27.67% 292,009 26.50% 292,019 25.90%
Debt Service 291,991 27.94% 291,991 27.90% 291,991 27.67% 291,991 26.50% 291,991 25.90%
NET CASH FLOW $28 0.00% $36 0.00% $29 0.00% $18 0.00% $28 0.00%

NOTE: The above information is a forwards looking projection of anticipated expenses and profits with regard to this project based on the professional experience of Core Distinction Group LLC (CDG) participation in other
projects, similar in nature. Occupancy and ADR projections derived from market data trends reported by Smith Travel Research (STR) in the market's proximity along with to date rate shopping of local and surrounding hotels. This
projection could change due to changes in the economy, both locally and overall, the acceptance of the project by the local community and patrons and the fact that CDG has not been involved in a project in this area and in a
municipality with these demographics in the past. Thereby, all investors understand and acknowledge that these forward looking projections are not warranted by CDG and are subject to change and fluctuation.
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Core Distinction Group, I.L.C

DISCLAIMER

Thank you for the opportunity to complete this market and feasibility study for the proposed hotel
project located in Palacios, TX. We have studied the market area for additional demand for a
lodging facility and the results of our fieldwork and analysis are presented in this report. We have
also made recommendations for the scope of the proposed project, including general site location,
size of hotel, and brand.

We hereby certify that we have no undisclosed interest in the property and our employment and
compensation are not contingent upon our findings. This study is subject to the comments made
throughout this report and to all assumptions and limiting conditions set forth herein.

The conclusions presented in this report are based upon the information available and received at the
time the report was filed. Core Distinction Group, LLC (“CDG”) has taken every possible precaution
to evaluate this information for its complete accuracy and reliability. Parts of this report were
prepared or arranged by third-party contributors, as indicated throughout the document. While third-
party contributions have been reviewed by CDG for reasonableness and consistency for including in
this report, third-party information has not been fully audited or sought to be verified by CDG. CDG
does not provide financial advice.

It should be understood that economic and marketplace conditions are in constant change. The results
presented in this report are the professional opinion of CDG and are based on information available
at the time of the report preparation. These opinions infer that market conditions do not change the
information received upon which those opinions have been based. CDG assumes no responsibility
for changes in the marketplace. CDG assumes no responsibility for information that becomes
outdated once this report is written; nor are we responsible for keeping this information current after
the date of the final document presentation.

CDG makes no express or implied representation or warranty that the contents of this report are
verified, accurate, suitably qualified, reasonable or free from errors, omissions or other defects of any
kind or nature. Those who rely on this report do so at their own risk and CDG disclaims all liability,
damages or loss with respect to such reliance.

It is presumed that those reading this report understand the contents and recommendations. If this
reader is unclear of understanding the contents, clarification can be received directly from a
representative of CDG. While the terms of CDG’s engagement do not require that revisions be made
to this report to reflect events or conditions which occur subsequent to the date of completion of
fieldwork, we are available to discuss the necessity for revisions in view of changes in the economic
climate or market factors affecting the proposed hotel project.

Please do not hesitate to call should you have any comments or questions.
Sincerely,

Core Distinction Group, LLC

Lisa L. Pennau
Owner
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The Matagorda County Economic Development Corporation offers assistance in identifying and obtaining several
incentives for businesses locating or expanding within the County. If you have any questions about any of the incentives
below or other options that may be available, please contact the MCEDC Office at 979.245.8913.

Tax Abatements: Matagorda County has adopted a tax abatement policy and upon application from the company may consider a
tax abatement agreement as allowed under the laws of Texas. Specific conditions and requirements can be obtained through the
Matagorda County Economic Development Office by calling (979) 245-8913 or via email at mstrotheide@co.matagorda.tx.us.

Industrial Revenue Bond Program: This is a program of the state of Texas where Matagorda County has the ability to issue tax-
exempt IRBs (also known as "private activity bonds") to businesses considering a move to Texas or indigenous businesses looking to
expand. Tax-exempt IRBs include small issue bonds and exempt facility bonds. Small issue bonds and certain exempt facility bonds
require an allocation under the state's private activity bond volume cap administered by the Texas Bond Review Board. Small issue
bonds are limited to manufacturing facilities. The bond amount cannot exceed $10 million and the total capital expenditure
limitation for the project is $20 milllion. Eligible project costs include the acquisition by a business of an existing facility, acquisition
of land, construction of new facilities, machinery tools, equipment, limited costs of issuing the bonds, such as legal fees and
administrative costs. Only office space that is directly related to the day-to-day operations of a project may be financed.

Texas Enterprise Fund: The Texas Enterprise Fund (TEF) is the largest "deal-closing" fund of its kind in the nation. The fund is
a cash grant used as a financial incentive tool for projects that offer significant projected job creation and capital investment and
where a single Texas site is competing with another viable out-of-state option.

Texas Capital Fund: Matagorda County is entitled to financial resources to provide infrastructure and for real estate development
(acquisitions, construction and/or rehabilitation) to assist a business to create permanent jobs.

Sales and Use Tax Exemptions: Leased or purchased machinery, equipment, replacement, parts and accessories that have a
useful life of more than six months, and that are used or consumed in the manufacturing processing, fabricating or repaiting of
tangible personal property for ultimate sale are exempt from state and local sales and use tax. Texas businesses are exempt from
paying state sales and use tax on labor for constructing new facilities. Companies are exempt from paying state sales and use tax on
electricity and natural gas used in manufacturing, processing, or fabricating tangible personal property. At least 50% of the electricity
or natural gas consumed by the business directly causes a physical change to the product.

Texas Enterprise Zone Project: Enterprise Projects are locally designated and are eligible for a refund of state sales and use taxes
paid for machinery and equipment depending on the amount of investment and number of jobs created. Projects that qualify in size
and investment can receive a refund of state sales and use taxes in the amount of $7,500 per job created up to a maximum of 500
jobs.

Chapter 380/381 Discretionary Incentives: According to Texas' Local Government Code Chapters 380 (for cities) and 381 (for
counties), counties and cities can make loans and grants available, per their local policies, to companies considering locating or
expanding to help stimulate economic development.

Employee Training Funds: The Texas Workforce Commission has a Skills Development Fund to assist the company with
customized job training for its workforce. Grants are provided to help community colleges and technical schools provide
customized job training to companies. Training grants of up to $1,500 per trainee can be obtained.

The Self-Sufficiency Fund: This program assists businesses by financing the development and implementation of customized job
training projects for new and current employees. The grants provide businesses customized training solutions that support
workforce hiring efforts and skills upgrading for current workers. Grant costs may include curriculum development, instructor fees
and training materials, and certain work-related expenses for the trainees. Grants are typically for 12 months and may be limited to a
maximum of $500,000.

Employee Recruitment: MCEDC, through Workforce Solutions, will assist in advertising, recruiting and screening and provide
qualified employee applications to the extent that the company wishes the assistance.

Permit Assistance: MCEDC can assist in identifying and resolving bottlenecks affecting job creation or have a high economic
impact. The following Federal programs are also available: -7(a) Guaranteed Loans-HUBZone Empowerment Contracting Program-
Oftice of Business Initiatives-One-Stop Capital Shops Program, Office of Entreprencurial Development, U.S. Small business
Administration-Section 8(a) Program-Small Business Investment Companies Program-Office and Small Disadvantaged Business
Utilization's Short Term Lending Program and Bond Assistance Program.
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How much personal property tax base valuation will be added?
(Assign 10 points per $25,000 in personal property up to $1,000,000 in valuation and 1/2 point
per $250,000 above $1,000,000.)

Points

50-149

150-199
200-249
250-299
300-349
350-399
400-449
450-499
501 599
550-600

REAL PROPERTY PERSONAL PROPERTY

Percentage Per Year
75%0-50%0-35%-25%-10%
75%0-50%0-50%0-25%-10%
75%0-50%0-50%0-50%-10%
75%0-50%0-50%-50%-50%
75%0-65%0-50%-50%0-50%0
75%0-65%0-65%-50%-50%
75%0-65%0-65%-65%0-50%
75%0-65%0-65%-65%0-65%
75%0-75%0-75%0-65%0-65%
75%0-75%0-75%-75%-75%

Property Tax Base Valuation

$4,080,000

406 POINTS

51

Percentage per Year

50%0-35%0-25%0-15%0-10%
50%0-50%0-25%0-15%-10%
50%0-50%0-50%0-15%-10%
50%0-50%0-50%-50%0-10%
50%0-50%0-50%-50%0-50%

75%0-65%-65%-65%-50% (Real Property Tax Abatement)
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