SUPPLY AND DEMAND ANALYSIS

The objectives of the supply and demand analysis are to:
1. Identify those hotels that constitute direct competition to the proposed hotel.

2. Estimate the occupancy levels, average room rates, and market mixes of the
competitive hotels.

3. Project growth rates for each identifiable market segment.

4. Determine the existing relationship of supply to demand for the competitive hotels and
to project these relationships for the first five years of operation.

In addition, this section represents a review of both existing and proposed lodging facilities
in the competitive market area.
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Competitive Market Survey

The following shows the primary competition for the Hilton Garden Inn Hotel.

Primary Hotel Competition City Franchise Date Number of
Date Opened Rooms
Holiday Inn Express Lecanto, FL Dec 2007 Dec 2007 75

Source: Smith Travel Research, Hendersonville, Tennessee

Hotels Under Construction, Announced or Rumored

The Field Research for this project did not reveal a hotel under construction within the
Competitive Market Set that would compete with the proposed hotel.
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Smith Travel Research, Inc.

Smith Travel Research, Inc. (STR) is an American company based in Hendersonville,
Tennessee, that tracks supply and demand data for the hotel industry and provides market share
analysis for all major hotel chains and brands in North America, Central America, The Carribbean,
South America, Africa, Europe, Middle East, and the Asia Pacific. STR is associated with STR
Global. RRC Associates. STR Analytics and HotelNewsNow.com.

The hotel markets served are worldwide with more than 150 employees. Offices are located

in:
* Hendersonville (Nashville), Tennessee
* Rocky River (Cleveland), Ohio
* Boulder, Colorado
* London, England
History

STR was founded in 1985 by Randy and Carolyn Smith in Lancaster, Pennsylvania. The
Smiths built the company with a focus on providing overall performance data and trends to the hotel
industry. In the beginning, they developed a database with names, addresses and phone numbers of
established hotel companies in the United States to create the Census Database. Randy Smith was
contacted by Holiday Inn multiple times and urged to create a market share report. By 1988, the
company launched the first Smith Travel Accommodations Report (STAR), a monthly report that
includes data from hotels and measures each property's market share performance against a self-
selected competitive set.

STR currently tracks over 750 Hotel Brands with 60,000 plus properties and eight million
hotel rooms, around the world.

STR Family of Companies
STR Global

In 2008, STR combined its operations outside North America with Deloitte to form STR
Global. STR continues serving the North American markets, while STR Global caters to a global

audience.

STR Global has its main office in London, with regional offices in Brazil, Italy, Dubali,
Singapore, Tokyo, Jakarta, Sydney and Beijing.
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HotelNewsNow.com

STR launched HoteINewsNow.com in 2008. HotelNewsNow.com provides the global hotel
industry with news coverage and hotel analysis that leverages its first access to data from the STR
family of companies. This division comprises a multimedia website and collection of e-newsletters,
including the Daily Update, Hotel Investment Barometer and Product Showcase.

HotelNewsNow.com also hosts The Baird/STR Hotel Stock Index, a co-branded index
created by Robert W. Baird & Co. and STR. The Index tracks the stock price movements associated
with U.S. focused and domestically-based hotel companies. HoteINewsNow.com is based in Rocky
River, Ohio.

RRC Associates

STR acquired RRC Associates in 2008. RRC is a consulting firm that provides market
research, strategic analysis, community and land use planning services. RRC specializes in the
collection and analysis of customer feedback via web, internet, mail or phone surveys. In addition,
RRC operates the Boulder Focus Center, a qualitative research facility designed for state of the art
research including surveys and focus groups. RRC Associates is based in Boulder, Colorado.

STR Analytics

STR Analytics utilizes the STR database and cross-references it with other data to provide
objective trend-based analysis and empirical data about the lodging industry. STR Analytics is based
in Boulder, Colorado.

Trend Report

One of the more requested reports by hotel developers, investors and the financial community
of the Hotel Industry is the STR Trend Report. This is because it is pure uncorrupted data.

Example: The night desk clerk at a hotel posts the room rate and appropriate taxes to each
guest room folio. The total of the room revenue and number of occupied rooms is transmitted each
day at 4:00 A.M. to the appropriate franchise corporate office, such as:

 Hilton Hotels to Memphis, Tennessee
» Holiday Inn to Atlanta Florida, etc.

Each morning the franchise company knows how many hotel rooms were rented (occupancy)
and the total of room revenue of each of their hotels — worldwide.

Every franchise hotel company, and many independent hotels, provide their room data to
STR each day of the week,

STR then produces Occupancy and Daily Average Rates data of various hotel segments and
locations worldwide.
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Developers, consultants, financial executives and the general public can order a STR Trend
Report of a specific set of hotels in specific locations. A report for the Competitive Market Set of
Hotels ordered by Interim Hospitality Consultants follows.

Glossary

Terms used in the various Smith Travel Research reports of importance in this Study are
defined as follows.

e Occ (Occupancy) Rooms sold divided by rooms available. Occupancy is always
displayed as a percentage of rooms occupied.

* ADR (Average Daily Rate) Room revenue divided by rooms sold, displayed as the
average rental rate for a single room.

* RevPAR (Revenue Per Available Room) Room revenue divided by rooms available.

See Tab 10 of the STR Report for additional definitions.

1988, the company launched the first Smith Travel Accommodations Report (STAR), a monthly
report that includes data from hotels and measures each property's market share performance against
a self-selected competitive set.

STR currently tracks nearly 40,000 properties.
STR Family of Companies
STR Global

In 2008, STR combined its operations outside North America with Deloitte to form STR
Global. STR continues serving the North American markets, while STR Global caters to a global

audience.

STR Global has its main office in London, with regional offices in Italy, Singapore, Tokyo,
Jakarta, Sydney and Beijing.
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Smith Travel Research — Competitive Market Set

The following hotels were combined to report their historical Occupancy and Average Daily
Rate from January 2013 through April 2019.

There are 6 hotels in the Greater Inverness area reporting their hotel data to Smith Travel Research.
Interim Hospitality Consultants selected 1 upscale class, and 5 upper midscale class hotels as an
indication of Potential Market Demand for the Hilton Garden Inn Hotel.

Franchise Date Number
Hotel City Date Opened of
Rooms
Hampton Inn Crystal River Aug 2013 Aug 2013 68
Ascend Collection Crystal River Aug 2013 Jun 1962 196
Holiday Inn Express Crystal River May 2009 May 2009 75
Comfort Suites Dunnellon Feb 2016 Feb 2016 71
Holiday Inn Express Lecanto Dec 2007 Dec 2007 75
Hampton Inn Ocala, South Nov 2008 Nov 2008 109
Total
Properties: 6 594

Source: Smith Travel Research, Hendersonville, Tennessee
Note: Room counts in the Smith Travel Research Occupancy Data may vary from the room count reported by individual
hotels due to usage of the rooms by the hotel management.
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Competitive Market Set
Inverness, Florida
2013 2014
Month Occupancy ADR RevPAR Month Occupancy ADR RevPAR
Jan 55.3 92.66 51.25 Jan 53.2 98.84 52.54
Feb 70.5 99.97 70.52 Feb 72.8 109.87 79.94
Mar 75.8 105.46 79.96 Mar 77.6 111.22 86.34
Apr 63.0 97.02 61.10 Apr 69.6 101.57 70.65
May 54.1 99.20 53.67 May 57.1 100.97 57.64
Jun 61.9 92.86 57.46 Jun 59.4 99.15 58.93
Jul 64.7 104.19 67.36 Jul 67.0 116.56 78.06
Aug 47.6 104.04 49.52 Aug 60.2 109.97 66.16
Sep 40.9 97.25 39.74 Sep 45.1 98.10 44.22
Oct 50.7 93.78 47.56 Oct 58.4 97.80 57.15
Nov 49.8 95.97 47.80 Nov 57.7 96.63 55.75
Dec 46.0 95.84 44.05 Dec 53.4 98.14 52.40
Source: Smith Travel Research, Hendersonville, Tennessee
Competitive Market Set
Inverness, Florida
2015 2016
Month Occupancy ADR RevPAR Month Occupancy ADR RevPAR
Jan 62.0 105.88 65.63 Jan 71.9 105.35 75.70
Feb 80.4 117.53 94.55 Feb 73.1 124.40 90.97
Mar 84.9 120.86 102.56 Mar 81.5 125.04 101.95
Apr 72.8 109.69 79.89 Apr 71.2 111.04 79.09
May 60.5 107.37 64.94 May 62.1 107.75 66.97
Jun 63.9 106.01 67.78 Jun 63.6 108.12 68.74
Jul 74.3 123.04 91.40 Jul 75.5 125.68 94.94
Aug 59.8 109.31 65.39 Aug 58.4 109.68 64.06
Sep 52.4 105.07 55.05 Sep 60.0 106.61 63.95
Oct 61.0 100.63 61.41 Oct 715 106.70 76.29
Nov 66.5 103.98 69.18 Nov 64.6 107.16 69.17
Dec 60.9 103.37 62.94 Dec 58.4 106.56 62.21
Source: Smith Travel Research, Hendersonville, Tennessee
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Competitive Market Set
Inverness, Florida
2017 2018
Month Occupancy ADR RevPAR Month Occupancy ADR RevPAR
Jan 70.5 106.86 75.33 Jan 65.9 112.71 74.24
Feb 83.8 125.38 105.10 Feb 85.6 126.39 108.13
Mar 88.0 128.26 112.88 Mar 88.5 133.11 117.80
Apr 78.3 113.19 88.65 Apr 78.4 114.63 89.86
May 67.3 106.85 71.92 May 67.9 108.68 73.78
Jun 70.3 106.49 74.85 Jun 70.4 112.63 79.27
Jul 80.0 130.39 104.25 Jul 81.0 135.11 109.41
Aug 63.5 111.38 70.68 Aug 69.2 118.33 81.87
Sep 65.5 114.59 75.02 Sep 58.9 110.87 65.34
Oct 69.4 111.91 77.70 Oct 64.3 110.39 70.95
Nov 69.8 110.32 77.05 Nov 67.3 113.39 76.32
Dec 62.3 107.56 67.04 Dec 58.9 110.71 65.22
Source: Smith Travel Research, Hendersonville, Tennessee
Competitive Market Set
Inverness, Florida
January — April 2019
Month Occupancy ADR RevPAR
January 64.6 114.06 73.68
February 82.3 125.95 103.65
March 86.0 132.76 114.14
April 74.1 118.51 87.80
Source: Smith Travel Research, Hendersonville, Tennessee
Market Trend
Inverness, Florida Competitive Market Set
Average
Year Occupancy Daily Rate RevPAR
2013 56.0 98.45 55.17
2014 60.9 103.88 63.24
2015 66.5 110.13 73.28
2016 67.6 112.61 76.12
2017 72.3 115.11 83.24
2018 71.3 118.20 84.23
Source: Smith Travel Research, Hendersonville, Tennessee
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Smith Travel Research — Inverness, Florida Comparative Market Area

The following hotels were combined to report their historical Occupancy and Average Daily
Rate from January 2013 through April 2019

Franchise Date
Hotel City Date Opened Rooms
Quality Inn Crystal River Crystal River Aug 2009 May 1989 60
Best Western Crystal River Resort Crystal River Dec 1993 Jun 1982 113
Hampton Inn Crystal River Crystal River Aug 2013 Aug 2013 68
Ascend Collection Plantationr Crystal River Aug 2013 Jun 1962 196
Holiday Inn Express Crystal River Crystal River May 2009 May 2009 75
Comfort Suites Dunnellon Feb 2016 Feb 2016 71
Rainbow Rivers Club Dunnellon Jun1990 | Jun 1990 18
Quality Inn Conference Center Hernando Nov 2012 May 1999 50
Homosassa Riverside Resort Homosassa Nov 1999 Jun 1965 o4
Holiday Inn Express & Suites Lecanto Dec 2007 Dec 2007 75
Hampton Inn Ocala Belleview Ocala Nov 2008 Nov 2008 109
Sleep Inn & Suites Ocala Belleview Ocala Mar 2005 Mar 2005 74

Total
Properties: 12 963

Source: Smith Travel Research, Hendersonville, Tennessee
Note: Room counts in the Smith Travel Research Occupancy Data may vary from the room count reported by individual hotels
due to usage of the rooms by the hotel management.
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Comparative Market Area
Inverness, Florida
2013 2014
Month Occupancy ADR RevPAR Month Occupancy ADR RevPAR
Jan 52.9 85.85 4541 Jan 51.4 92.41 47.52
Feb 69.2 92.41 63.99 Feb 71.2 102.43 72.94
Mar 70.4 97.85 68.90 Mar 73.6 104.99 77.31
Apr 57.0 89.66 51.13 Apr 65.2 93.57 61.00
May 53.1 88.21 46.82 May 53.0 93.13 49.39
Jun 56.4 84.78 47.83 Jun 55.5 91.47 50.76
Jul 62.0 92.92 57.59 Jul 64.6 103.16 66.68
Aug 48.5 92.94 45.04 Aug 56.6 99.07 56.04
Sep 404 87.26 35.27 Sep 44.6 88.58 39.54
Oct 46.8 86.39 40.45 Oct 58.1 89.28 51.83
Nov 48.4 87.74 42.49 Nov 58.1 87.72 50.99
Dec 435 88.43 38.43 Dec 51.0 90.76 46.24
Source: Smith Travel Research, Hendersonville, Tennessee
Comparative Market Area
Inverness, Florida
2015 2016
Month Occupancy ADR RevPAR Month Occupancy ADR RevPAR
Jan 62.6 97.53 61.03 Jan 65.5 100.56 65.91
Feb 79.4 109.26 86.72 Feb 73.0 117.76 86.02
Mar 82.2 112.58 92.55 Mar 79.4 118.86 94.32
Apr 67.3 101.50 68.29 Apr 66.7 105.71 70.53
May 56.3 99.05 55.80 May 58.4 100.90 58.94
Jun 58.0 97.43 56.49 Jun 59.5 100.77 59.99
Jul 68.9 110.18 75.93 Jul 71.2 115.54 82.22
Aug 54.4 99.93 54.40 Aug 55.5 101.90 56.57
Sep 49.5 96.90 48.01 Sep 58.4 100.14 58.48
Oct 57.1 94.40 53.93 Oct 69.0 100.62 69.39
Nov 63.6 96.43 61.30 Nov 62.3 100.75 62.72
Dec 57.7 96.62 55.78 Dec 57.6 99.47 57.30
Source: Smith Travel Research, Hendersonville, Tennessee
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Comparative Market Area
Inverness, Florida
2017 2018
Month Occupancy ADR RevPAR Month Occupancy ADR RevPAR
Jan 68.9 102.47 70.60 Jan 65.7 105.68 69.43
Feb 82.3 120.08 98.87 Feb 85.4 120.37 102.85
Mar 85.2 123.11 104.89 Mar 88.1 127.64 112.42
Apr 74.2 107.58 79.85 Apr 75.1 109.37 82.12
May 63.8 101.21 64.57 May 63.1 103.25 65.14
Jun 65.7 100.41 65.95 Jun 66.4 105.41 69.97
Jul 75.2 120.38 90.56 Jul 76.4 124.16 94.80
Aug 60.4 103.98 62.85 Aug 64.3 111.61 71.75
Sep 68.6 106.65 73.15 Sep 56.3 104.19 58.63
Oct 71.1 103.53 73.57 Oct 61.2 104.13 63.76
Nov 68.1 103.59 70.54 Nov 63.7 106.87 68.03
Dec 60.4 100.92 61.00 Dec 56.6 102.87 58.26

Source: Smith Travel Research, Hendersonville, Tennessee

Competitive Market Area

Inverness, Florida
January — April 2019

Month Occupancy ADR RevPAR
January 63.8 106.78 68.13
February 81.8 119.33 97.61
March 84.9 127.85 108.60
April 72.1 111.60 80.43

Source: Smith Travel Research, Hendersonville, Tennessee

Market Trend
Inverness, Florida
Comparative Market Area
Year Occupancy D’g\{lirg%?e RevPAR
2013 53.7 89.90 48.26
2014 58.5 95.33 55.77
2015 63.0 101.70 64.06
2016 64.7 105.87 68.47
2017 70.2 108.51 76.23
2018 68.4 111.51 76.29
Source: Smith Travel Research, Hendersonville, Tennessee
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Demand Analysis

The management of the various competitive hotels revealed that room-night demand within
the competitive supply is currently generated by two major market segments: commercial
segment, 60%, and leisure travelers, 40%, on an annual basis.

Commercial Guest Demand

Commercial travelers, who are 60% of the market, generally have strong demand for rooms
from mid-January to mid-June, and again from mid-September to mid-December. The summer
time of mid-June to mid-September has moderate demand, with the mid-December to mid-January
period very low.

In the more commercially-oriented properties, the weekday market is strongest. This is due
to the strength of the commercial market during Monday through Thursday. When extended-stay
amenities are added to the guest rooms, the annual guest occupancy increases, as various
companies cut travel costs of their personnel. The commercial room demand in the Inverness area
is increasing, and hotels are changing their guestroom mix and adding facilities and amenities to
cater to this business. Commercial travelers are comprised of corporate business, military and
sales personnel. However, government employees are also included in this group. The
government business is primarily that of the County of Citrus.

Projected Growth Rates
Commercial Room Night Demand

Year Weekday Weekend Annual
2021, 2022 1% 0 1%
2023- 2025 1% 0 1%

Source: Interim Hospitality Consultants
Leisure Demand

Leisure travelers represent 40% of demand for lodging accommodations in the competitive
market area. This segment is made up of vacationing families, followed by individual senior
citizens, amateur athletes, and motor coach tours. The average length of stay was 1.1 days according
to information supplied by interviews with local hotels. The following are the projected growth rates
for leisure room-night demand for the years 2021 to 2025.
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Projected Growth Rates
Leisure Room Night Demand

Year Weekday Weekend Annual
2021,2022 0% 1% 1%
2023-2025 0% 1% 1%

Source: Interim Hospitality Consultants
Proposed Hotel Base Year

As of the date of this Study, March 2019, it is understood that the property will open in
2020 at the earliest. Therefore, the first full base year of the hotel will be 2021.

Base Year and Projected Market Demand,
Available Rooms and Occupancy
Total
Guestroom
Nights ALEL
. . . Available Market Area

Y Leisure Commercial Occupied Pl 0 B

ear 40% 60% 100% ccupancy-
2021 15,615 23,422 39,037 56,575 69.0%
2022 15,841 23,762 39,603 56,575 70.0%
2023 16,067 24,101 40,168 56,575 71.0%
2024 16,294 24,440 40,734 56,575 72.0%
2025 16,520 24,780 41,300 56,575 73.0%

Source: Interim Hospitality Consultants
Note A: Annual Available Rooms
Holiday Inn Express 75
Subject
Hilton Garden Inn 80
Subtotal 75 Total Rooms 155
Note B: Projected Annual Growth Rate 2021-2022 2023-2025

Commercial Room Demand 1.0% 1.0%

Leisure Room Demand 1.0% 1.0%

Annual Total Projected Growth Rate 2.0% 2.0%
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Summary

An analysis of 2018, Days of the Week Occupancy for a given month is presented in Tab 7
of the Smith Travel Research Trend Report as data from the trailing twelve months ending April

20109.
Competitive Hotels
Franchise Date Number
Hotel City Date Opened of
Rooms
Hampton Inn Crystal River Aug 2013 Aug 2013 68
Ascend Collection Crystal River Aug 2013 Jun 1962 196
Holiday Inn Express Crystal River May 2009 May 2009 75
Comfort Suites Dunnellon Feb 2016 Feb 2016 71
Holiday Inn Express Lecanto Dec 2007 Dec 2007 75
Hampton Inn Ocala, South Nov 2008 Nov 2008 109
Total
Properties: 6 594

Source: Smith Travel Research, Hendersonville, Tennessee

Daily consistency of excellent occupancy year after year, exhibits stable demand. It has long

been stated in the Hotel Industry:

e Occupancy at 40% - The Hotel Loses Money

e Occupancy at 50% - The Hotel Breaks Even

e Occupancy at 60% - The Hotel Makes Money

e Occupancy at 70% - The Hotel Makes A Profit

e Occupancy at 80% - New Hotel Competition is Warranted

e Occupancy at 90% - The Hotel Guest is Under Served

In the Greater Inverness, Florida, when hotels achieve an 85% occupancy and above a Sold
Out Condition is experienced at the hotel.
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Daily Occupancy

Competitive Market Set of Hotels

Inverness, Florida

Current Year Occupancy

Sun Mon Tue Wed Thu Fri Sat| Weekly
Average
May - 18 57.3 58.7 69.8 68.6 66.6 74.3 79.6 67.9
Jun - 18 49.8 62.3 64.3 64.9 66.1 86.0 90.3 70.4
Jul - 18 65.4 75.6 7.7 79.2 84.3 96.3 94.5 81.0
Aug - 18 49.7 60.2 61.5 62.7 65.7 89.4 92.7 69.2
Sep - 18 51.1 46.8 53.4 57.3 52.0 66.6 815 58.9
Oct- 18 45.0 55.7 64.8 67.1 66.5 72.1 80.0 64.3
Nov - 18 50.2 61.8 63.4 69.6 70.8 76.2 76.0 67.3
Dec - 18 49.7 57.0 51.5 58.3 61.7 65.2 69.2 58.9
Jan -19 50.9 59.9 59.3 65.8 67.7 74.6 74.3 64.6
Feb - 19 69.9 77.4 82.1 84.0 89.1 86.0 87.5 82.3
Mar - 19 71.4 80.0 84.0 85.3 87.5 95.9 96.3 86.0
Apr - 19 51.6 66.3 72.3 74.4 74.8 88.9 92.7 74.1
Average Prior Year 55.5 63.5 67.2 69.5 70.8 81.4 84.5 70.3
Three Year Occupancy
Weekly
Sun Mon Tue Wed Thu Fri Sat | Average
May 16 — Apr 17 54.7 61.1 65.8 66.9 69.0 83.7 85.5 69.5
May 17 — Apr 18 58.3 65.5 69.3 71.5 71.6 83.8 84.8 72.1
May 18 — Apr 19 55.5 63.5 67.2 69.5 70.8 81.4 84.5 70.3
Average Past 3 Years 56.2 63.4 67.4 69.3 70.5 83.0 85.0 70.6

Source: Smith Travel Research, Hendersonville, Tennessee — Tab 7 of the Market Trend Report

All Highlighted Data above — The Hotel Makes Money

The data reflects 41 days of the week at 4.3 weeks per month for a total of 176 days of
over 70% occupancy or nearly 50% of the past twelve months (Yellow Highlighted)

Tab 7 reveals 16 days x 4.3 weeks per month for 69 days or nearly 27% of the year
occupancy above 80% (Blue Highlighted)

Tab 7 reveals 7 days of the week at 4.3 weeks per month for a total of 30 days of over

90% occupancy (a sold out condition) or nearly 8.2% of the past twelve months (Green

Highlighted)

The new Select-Service Hilton Garden Inn Hotel will be the leading hotel in the Greater

Inverness, Florida area.
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