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Plan Summary

City of Oshkosh
Tax Increment District #25 Project Plan

City of Oshkosh Tax Increment District #25 City Center Hotel Rehabilitation

Blighted Area

- Renovation of the hotel to a mid-priced to upscale, full-service hotel and convention center

with 176 rooms. Additionally, complete a section of Riverwalk system and improve public
access to area. '
27 Years

1 N. Main Street, generally located west of Main Street, south of Ceape Avenue, and north
of Fox River.

Approximately 1.03 acres

1
$1,600,000
$13,800,000

$6,279,471

$4.6 million total in private and public project costs. $2 million will be provided as an up
front development assistance grant and an additional $1 million in paygo financing after
project reaches stabilization. $1 million for development of a Riverwalk system with
associated boat docking facilities. Costs will also include administrative costs related to the
creation and implementation of this project plan.

General obligation exempt notes for public improvement costs and taxable note for private

development costs.

Economic feasibility is based on rehabilitation of the hotel into a mid-priced to upscale, full
service hotel with attached convention center.
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Introduction

Wisconsin’s Tax Incremental Financing law provides a mechanism that enables cities and villages to rehabilitate
blighted areas, improve business areas, create mixed-use development, and/or develop industrial sites. The intent
is to defray the cost of improvements in a designated Tax Incremental District (TID) by using tax revenues or
increments generated from new development to pay for project improvements in the district. The value increment
is the difference between the certified base value of the TID at the time of creation and the increased value of the
property in subsequent years until the TID is dissolved. It is the value increment generated from new
development that is used to retire the debt incurred by the City in implementation of project activities.

Under Tax Incremental Financing, the tax increment generated from private investment in a T1D is applied
entirely to the retirement of debt incurred by the municipality in order to make the area attractive to investment or
reinvestment. When the cost of improvements has been recovered and the debt service aftributable to the district
has been retired, the TID is dissolved and all taxing jurisdictions benefit on the same shared basis as before the
creation of the TID. If the TID has been successful, each of the taxing jurisdictions should receive a much larger
share of property taxes generated from the new development that came about as a direct result of the creation of
the TID.

Tax incremental financing laws provide benefits to all taxing entities, City, County, Public Schools, and
Technical College, by promoting development of new taxable value which otherwise would not occur. It provides
a tool for municipalities to make reasonable levels of investment using local financing sources to meet identified
needs and fill legitimate public purpose roles. The law also recognizes that since municipalities do not share the
investment risk with other tax entities, they are entitled within a prescribed period of time, to receive all new tax
revenues of the TID as the source of paying off all public investment costs. All other taxing entities receive
benefits in the future from the increased tax base generated as a result of the City's investment in the TID.

Purpose

The primary purpose of this TID is to promote rehabilitation of the City Center Hotel property at ! N. Main Street
into a mid-priced to upscale, full-service hotel with 176 rooms, banquet facility, and convention services. The
anticipated project cost is estimated at $14 million with renovations being the most significant cost due to many
years of deferred maintenance of the facilities that essentially require a complete gut and remodel of the rooms to
bring the facility back to a competitive mid to upper scale full-service hotel and banquet facility.

In this case TIF is intended to be used to enhance equity to obtain conventional lending from a financial
institution. In today’s economy financial institutions require significant levels of equity to finance hotel projects,
especially those involving distressed properties. For hotel projects, especially distressed projects, financial
institutions typically require between 50-70% outside equity being provided. In this instance the development
group is providing about 25% of cash equity and will utilize TID to enhance their equity position to a level high
enough to obtain financing.

While the primary purpose of the TID is to promote revitalization of the hotel property, available increment will
also be utilized to help offset costs for the Riverwalk that will be constructed along the Fox River between
Jackson Street and North Main Street including a portion of Riverwalk immediately adjoining the hotel property.

The goal is to increase hotel income through renovations that will bring increased numbers and larger conventions
to the community which in turn will result in increased property value for the hotel and increased consumer
spending within the community, especially in the retail and service sectors.

TID # 25 2



Proiect Plan Activities

Hotel Project Overview
The developer seeks to renovate the 27 year old hotel into a mid-to-upper price full-service hotel with 176 rooms,
banquet facilities, and convention services. The renovation and operation is planned to provide a “three star
hotel” with the “perception of four star services” which is needed to attract larger groups according to the

- Oshkosh Convention and Visitors Bureau (OCVB). The renovation is required due to many years of deferred
maintenance with liftle or no funds invested back into the facility by previous owners. The hotel’s occupancy has
declined to single digit levels with the previous ownership. The lack of investment in the hotel has resulted in the
OCVB not being able to market the hotel for convention business which does not provide for the best use of the
adjacent city owned convention center for larger multi-day stay groups. The goal is to build on the recent
renovations to the convention center to reposition downtown Oshkosh as a destination for larger conventions.

The City Center Hotel includes a three-meal-a day restaurant and bar/lounge area and approximately 7,000 square
feet of banquet/meeting space. The Oshkesh Convention Center includes approximately 18,000 square feet of
additional meeting and exhibit space. With approval of this TID and renovation of the hotel, the operators of the
hotel anticipate taking over management of the convention center to allow the convention center and hotel to be
marketed as a package and shift the market from individuals to larger groups. The renovated convention center
provides the ability to meet and feed groups of 500 or more attendees as well as host social/banquet functions for
groups as large as 1,000 attendees in a 15,000 square foot banquet/exhibit hall and ten breakout/conference type
rooms. Combining the convention center space along with the hotel’s 7,000 square feet of flexible meeting space
makes the Oshkosh market more competitive with other communities in the central portion of the state, whereas
much of this business is going to other convention destinations.

According to the Oshkosh Convention and Visitors Bureau, upon completion the hotel will be the only full
service propetty in Oshkosh. It is also the largest hotel in Oshkosh with the most rooms and meeting space.
While the convention center has been updated and refurbished - Oshkosh has not hosted a "citywide convention”
because of the condition of the attached property. The potential for future convention business is great as these
groups have expressed a desire to return to Oshkosh.

Riverwalk Project Overview

In 2005 the City adopted the “Fox River Corridor Riverwalk Plan and Design Guidelines” identifying
construction of a continuous Riverwalk system along both sides of the Fox River between Wisconsin Street and
Lake Winnebago. The City has since been able to complete one segment of the riverwalk between North Main
Street and the Leach Amphitheater (Riverside Park Zone) and is just completing the Marion Road (Marion Road
Zone) segment leaving the connecting segment between (City Center Area and Hotel Zone) as the last segment on
the north side of the river without a riverwalk system.

The City has been working with property owners in the City Center Zone and has already developed preliminary
construction plans for the Riverwalk which will include significant use of boardwalks over the Fox River due to
the close proximity of the structures in this area to the river’s edge. The project will also include installation of
boat docks along the Riverwalk. The total estimated cost for this segment of the Riverwalk is approximately $5.1
million. Approximately $1.4 million will be attributed to the City Center Hotel property and the balance to the
former mall property, also known as the City Center, and paid for with increment from TID # 17. Funds will be
allocated as part of this proposed TID to help fund construction of the Riverwalk and boat docks between the
hotel and Fox River.

Qutside District Costs
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TIF statutes provide for the allowance of costs incurred outside the district that directly serve improvements
within the district. As such the hotel structure is connected on three sides to improvements that may require some
alterations to allow them to efficiently interface with the new hotel renovations as they were all constructed
relatively simultaneously. The structures being; the skywalk, parking ramp, and sidewall/Riverwalk connections.
The skywalk and parking ramp directly access the hotel and allow for covered circulation between the convention
center, hotel, and parking ramp. ‘

The Riverwalk, with associated docking facilities, is planned to connect with the sidewalk along North Main
Street and to the Riverwalk to the west of the hotel along the parking ramp property and in TID # 17. Funds will
be programmed for not only Riverwalk construction within the district but to the sidewalk along North Main
Street and to the Riverwalk in TID # 17. '

Administrative

Administration related expenses include an estimate for administrative, planning, professional, organizational and
legal costs. Components of these costs include cost of salaries and employee benefits for City employees
engaged in the planning, engineering, implementing and administering activities in connection with the Tax
Increment District, the cost of supplies and materials, contract and outside consultant services, and those costs of
city departments such as the City Attorney, Public Works, Finance, Community Development, and
Transportation. The Department of Revenue also charges a set up fee and annual certification fee that will be
paid from increment.

Boundaries/Legal Description

That part of lots 1 through 11 in Moore’s Subdivision and vacated Marion Street, all part of the Northwest %4 of
the Southwest ¥ of Section 24, Town 18 North, Range 16 East, City of Oshkosh, Winnebago County, Wisconsin
which is bounded and described as follows; commencing at a point North 00-50-59 East of the N.E. corner of Lot
1 of Moore’s Subdivision 28.00 ft., thence North 89-25-39 West 153.00 ft to a point, thence South 49-02-31 West
42.23 ft. to a point, thence North 89-25-39 West 10.00 . to a point, thence South 00-26-46 West 69.17 {t. to a
point, thence South 06-56-46 West 73.85 ft. to a point on a meander line on the northerly shoreline of the Fox
River, thence South 68-14-29 East along said meander line 216.06 ft to a point on the east right-of-way line of
Main Street, thence North 00-50-59 East along said right-of~way line 303.66 ft o the point of beginning. Said
parcel contains approximately acres 1.03 more or less.

The proposed boundaries of the TID are shown in Map # 1 in Appendix A. Map # 2 in Appendix A identifies the
parcel information for the TID.

Name of District

The district is identified as City of Oshkosh Tax Increment District #25 (TID #25) — City Center Hotel
Rehabilitation.

Creation Date

The date of creation for the capture of all new taxable value created within TID # 25 shall be January 1, 2012,
The value established as of this date shall be used as the base for computing any increments that will accrue in the
tax base for the district.
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Project Costs and Improvements

Overall costs to implement this project plan are estimated at $15,650,000 with TIF contributing about $4 million
of project costs with $3 million allocated to private improvements and $1 million to public improvements. The
development group is proposing to bring in approximately $3.5 million or 22% equity into the project and finance
the remaining 48%. Table 1 below identifies the total project costs and sources of funding to implement this plan.

Map # 3 in Appendix A shows the proposed improvements.

Table 1 Overall Project Costs
Sources and Uses

Use (Hotel Project Cost) Amount
Acquisition and Renovation $14,000,000
Total Hotel Acquisition and Renovation Costs $14,000,000 | $79,545/room
Source (Financing of Private Improvements)
Equity $3.500,000 25%
Bank Financing $7,500,000 54%
TIF Development Assistance Grant $2,000,000 14%
TIF Paygo Funding $1,000,000 7%

$14,000,000 100%
Use (Public Improvements & Administration)
Riverwalk and Public Improvements for
Improved Public Access $1,500,000
Administrative, Planning, Legal, Accounting $150,000
Total Public Improvement Costs $1,650,000
Source (Financing of Public Improvements)
TIF $1,000,000 67%
CIP or Grants as available $650,000 33%

: 100%

Total Project Uses $15,650,000
Total Project Sources
Private Equity $3,500,000 22%
Banking Financing (Hotel) $7.500,000 48%
TIF Project Development Assistance $3,000,000 19%
TIF Public Improvements $1,000,000 6%
CIP or Grants as available $650,000 4%
Total (excludes finance costs) $15,650,000 100%
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Table 2 below identifies the anticipated TIF project costs and timing of expenditures.

Table #2

Estimated TIF Project Costs and Timing

Activity Cost Year
Development Assistant Grant $ 2,000,000 2012
Paygo Payments : $1,000,000 2016-2032
Public Improvements $1,500,000 2012
Administration & Planning Related $150,000 2011-2038
Finance Cost Estimate (20 year amortization at 4%) $1,590,234 2012-2038
Total $4,650,000 2011-2032

Method of Financing

Implementation of improvements in this project plan will be financed through private taxable and public exempt
general obligation bonds. The up-front $2 million developer assistance grant will be financed through a private
taxable note that will be repaid through property taxes generated on the estimated $10.6 million increment created
by the renovated hotel and convention service. The $1 million of paygo assistance will be paid after the project
has stabilized in 3-5 years and after the DAG debt service requirements have been fulfilled by the increment
generation. The public improvements will be paid through borrowings of general obligation bonds and paid
through taxes on the increment generated by the development.

Master Plan, Zoning, Building, and Other Code Considerations

No changes are necessary to implement this Project Plan other than to identify the linear public park and trail
system that will be created by the construction of the Riverwalk along the Fox River. The project elements
proposed in the Project Plan conform to the objectives and recommendations in the City’s Comprehensive Plan,
as approved by the Plan Commission and Common Council. The proposed re-use of the site as a hotel and
convention center functioning as a single unit is consistent with the recommended land use and other elements of
the Comprehensive Plan.

Additionally, the proposed project and zoning conform to the existing commercial zoning within the district and
requires no changes in zoning or the official map. The City actually has recently changed the zoning for the hotel
to add a Planned Development classification to the base C-3 Central Commercial zoning to preserve the area as a
mixed-use entertainment, hotel, and retail district, which this project will sustain. The existing and proposed
zoning is shown on Map #4 in Appendix A.

Economic Feasibility/Expectations for Development

In October 2001, a report “Strategic Market Analysis for the Oshkosh Convention Center” was prepared by
Economic Research Associates (ERA), with an analysis of the facility space, access, expenses and revenues, and
the regional convention facilities market. The report outlines options for the Convention Center and adjoining
hotel to update and expand existing facilities. In doing so, it is estimated that the Convention Center and hotel
will become more financially stable and be able to attract more conventions with larger numbers of participants.
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The ERA report states that “For its size, Oshkosh is a surprisingly well known City as a result of the activities and
marketing of Oshkosh B’Gosh, EAA and Oshkosh Truck. This awareness and the demonstrated ability to serve
major events like the EAA convention and Ducks Unlimited are sxgmﬁcant marketing assets. In addition,
Oshkosh is well located in the State in terms of access from the major Milwaukee and Madison regional markets.
Our research also reveals that Oshkosh is also very price competitive in terms of lodging and visitor support
amenities. The general conclusion is that the Oshkosh Convention complex can compete for selected national
meetings, state business and the regional event market. While balancing the specific needs of conventions and
regional events is complicated, the available market opportunities are a potential win-win for Oshkosh and the
downtown area”.

With the ERA report as a guide, the City programmed funds to improve the convention center to make it more
competitive. Approximately $2.8 million was invested into the convention center to create additional flexible
meeting space and to accommodate groups of 500 or more attendees as well as host social/banquet functions for
groups as large as 1,000 attendees in a 15,000 square foot banquet/exhibit hall and ten breakout/conference type
rooms.

While the report may be 10 years old, the conclusion that there are market opportunities available for Oshkosh in
the convention market is still valid today especially in light of the increasing number of events held in the city
(rebranded as “Event City”) and the lack of an operating full-service hotel and convention center, which yearly
costs the city as these conferences go to other convention destinations.

The ongoing problem for obtaining larger multi-day multi-stay events has been the attached hotel’s lack of
investment into the property (especially as it regards the rooms) to keep in step with similar sized hotel and
convention centers in the region. According to Wendy Hielsberg Executive Director of the Oshkosh Convention
& Visitors Bureau, “because of the lack of upgrade, from the attached hotel, we were not able to be competitive
when bidding on conventions with newer hotel properties.” Again, without being able to market a single hotel
and convention center, the city misses out on larger convention and conference business and subsequently loses
income generated from retail spending as well as room tax revenue.

In October, 2010 Hospitality Marketers International, Inc. prepared a report entitled “Operational Proforma and
Investment Analysis Report for City Center Hotel & Convention Center”. The report was prepared for UW
Oshkosh Foundation who at the time had been contemplating construction of an 80-room hotel, ballroom, and
welcome center on campus. The proforma analyzed the market and made projections of performance of the
facilities (hote! and convention center) operated as a unit and concluded that a “renovated City Center Hotel that
would work in conjunction with the renovated Oshkosh Convention Center and marketed as one facility would
generate a shift in the market segmentation...” This market segmentation or the ability to attract larger
conventions will help drive higher income numbers and make the project profitable and thus drive the T1F.
Attached to this project plan as Appendix B is the Operational Proforma for further information and assumptions.

The City Assessor has reviewed the proforma data provided and estimates that hotel will assess at approximately
$11,500,000 with a tax increment of $10,500,000, assuming an approximate $1 million base value. Table 3
below illustrates the tax increment projection based on this anticipated value and values the future increment at
$6.3 million over the 27 year life of the TID. The table further estimates that the net present value of this income
stream at $3.6 million at 4% intercst and $2.5 million at 7% to illustrate the range of values of the anticipated
income stream (the City typically borrows in the 3-6% rate depending on terms and project).

TID 4 25 7



Promotion of Orderly Development

Implementation of this Project Plan promotes orderly development through renovation of a prominent downtown
property located within an area recommended by the Oshkosh Vision Report as being a mixed-use entertainment
and retail center area that in its current condition results in underutilization of the facilities, is hindering sound
economic growth of the community and hurts the overall tax base for all taxing jurisdictions. Functional
obsolescence of the hotel has resulted in declining occupancies that hampers full utilization and support of the
convention center, the adjacent Leach Amphitheater, the downtown, and the City in general through decreased
tourism into the community.

Implementation of this Project Plan further ensures that the hotel will remain as a hotel use which is consistent
with the Comprehensive Plan and will not change to other uses that could negatively impact development in this
district.

The TID will also help to further the Comprehensive Plan’s goal of constructing a Riverwalk system that will
enhance the local multimodal transportation system as well as linking to the WIOUWASH regional trail system,
as a multiple county and state benefit. Implementation of this project plan will help further the goals of the
Comprehensive Plan, Downtown Action Plan, Bicycle and Pedestrian Plan, and Fox River Corridor Riverwalk
Plan and Design Guidelines.

Proposed Uses and Existing Conditions

The proposed use of the property remains the same before and after establishment of the TID with that use being
commercial. The existing and proposed land uses within the TID are identified on Map #5 in Appendix A.

Under Wisconsin Statutes certain findings must be made relative to proposed areas being included in a TID. Not
less than 50% of the area must either be found to be “blighted” or “is in need of rehabilitation or conservation
work” within the meaning of 66.1337 (2m)(a).

The proposed area within this TID appears to meet both of the above criteria. The area exhibits signs of blight
(both physical and economic) through obsolescence and deterioration of the existing structures resuliing from
years of deferred maintenance and lack of investment by multiple property owners (two distressed acquisitions)
that requires significant investment to modernize the facility and bring it up to market standards relative to a mid
to upper price full-service hotel and convention center. This is supported by the high renovation costs which
significantly exceed (over 100%) the assessed value of the property. The significant amount of rehabilitation is
also consistent with an area in need of rehabilitation per 66.1337 (2m)(a).

Economically, the property has been a blight by its underutilization, as evidenced by an ongoing declining trend
in property values that hit a high value of $8.2 million in 1992 to an assessed value of approximately $1.9 million
in 2011 that would continue to drop as the structure generates less and less income and further deteriorates
requiring costly improvements.

The property is also considered blighted by its location in an existing Redevelopment District, Oshkosh Centre
that was created in 1980 with the intent to improve the central city and downtown through removal of blighting
influences.
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Map # 5 in Appendix A identifies existing conditions and properties identified as blighted and/or in need of
rehabilitation within the district.

Proposed land use and zoning in the area is intended to be consistent with the goals and objectives of the City’s
Comprehensive Plan and in that regard the existing C-2 DO PD zoning will be retained.

Non-Project Costs

It is anticipated there will be no non-project costs related to implementing this Project Plan.

Relocation

Relocation of individuals or businesses will not be required to implement this Project Plan.

Findings

1) Not less than 50 percent of the real property within the TID is blighted within the meaning of Section
66.1105(2)(a), Wis. Stats; and

2)  Not less than 50 percent of the structures within the TID are in need of rehabilitation within the meaning of
Section 66.1337(2m)a), Wis. Stats; and

3)  The project costs relate directly to eliminating blight and in rehabilitating the area; and

4)  Tmprovement of the area is likely to significantly enhance the value of substantially all of the other real
property in the district; and

5)  The project plan is feasible and in conformity with the City’s Comprehensive Plan; and

6) The equalized value of taxable property in TID #235 plus all existing Districts does not exceed 12% of the

total equalized value of taxable property within the City.
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Joint Review Board Supplemental Daia

The project plan contains a listing of specific project costs (Table 1 Overall Project Costs and Table 2 TIF Project
Costs) that identifies anticipated total project costs and those costs to be paid with tax increments. Table 3 on
page 10 identifies tax increment generated over the life of the TID and the estimated value at termination. Table
4 on page 11 shows the estimated share by taxing jurisdiction of projected tax increments to be paid by owners of
taxable property in each of the taxing jurisdictions.

The benefits received at the end of the TID timeframe will be the redevelopment of a blighted area and
rehabilitation of an underutilized structure within the district that complements the renovated convention center,
amphitheater, and recent investments by both the City and property owners in the downtown. The overall
community will benefit through increased economic development from full utilization of a hotel and convention
center that will draw larger and increased numbers of conferences and conventions to the community. This
increased usage of the hotel benefits the overlying taxing jurisdictions by bringing additional dollars into the
community from outside of the jurisdiction which will help to support Jocal retail and service operations which
will serve to maintain or enhance local property values.

The primary reason why owners within the district should not pay for all costs associated with the project is due
to the current lending trends in the financial industry and the project not being able to attract a high enough level
of financing to move forward and thus requires a larger outlay of cash equity from the development group which
in turn lowers the return on investment making the project less financially viable resulting in the request for TIF
assistance. The City’s participation in the project is warranted due to the importance of having a viable hotel and
convention center in its downtown to support the millions of dollars already invested by the community in this
area which could be threatened if the hotel site continues to deteriorate. Additionally, other project costs
identified are of community-wide benefit such as the Riverwalk and improved access to the Riverwalk.
Improvement of the hotel supports the convention center and generates tourism that is of community wide benefit
and would in turn benefit all overlying taxing jurisdictions. )

The share of tax increments paid by property owners within the district, based on the estimated increment from
the anticipated development discussed in the Economic Feasibility section of this document is listed below.
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Table 4

Tax Increment Detall by Taxing Jurisdiction

Estimated Share by Taxing Jurisdiction of Projected Tax Increments to be paid
by Owners of Taxable Property in each of the Taxing Jurisdictions Overlying the
Tax Increment District

Revenue i School -
Year City County  District Tech College  Total

35.20% 22.96% 34.58% 7.26%

2014 39,841 25,983 39,136 8,213 113,173
2015 48,837 31,915, 48,072 10,088 135,013
2016 77,935 50,827 76,556 16,066 221,384
2017 78,700 51,326 77,308 16,224 223,558
2018 79,562 51,888 78,154 16,402 226,006
2019 79,390 51,775 77,985 16,366 225,517
2020 79,359 53,755 77,955 16,360 225,430

- 2021 79,396 51,780 - 77,992 16,368 225,535
2022 79,441 51,809 78,036 16,377 225,663
2023 79,628 51,931 78,220 16,415 226,194
2024 80,463 52,475 79,039 16,587 223,564
2025 21,305 53,025 79,867 16,761 230,958
2026 82,156 53,580 30,703 16,937 233,375
2027 83,016 54,140 81,547 17,114 235,817
2028 83,884 h4,706 82,400 17,293 238,284
2029 84,761 55,278 83,262 17,473 240,774
2030 85,647 55,856 84,132 17,656 243,290
2031 86,541 56,439 85,010 17,840 245,831
2032 87,445 57,028 85,898 18,027 248,398
2033 88,357 57,624 86,784 18,215 250,990
2034 89,279 58,225 87,699 18,405 253,608
2035 90,210 58,832 88,614 18,597 256,252
2036 91,150 58,445 88,537 18,791 258,922
2037 92,099 60,064 90,470 18,986 ' 261,620
2038 93,058 60,690 91,412 19,184 264,344
2039 94,027 61,323 92,364 19,384 267,096
2040 55,005 61,959 93,325 19,585 269,875

2,210,595 1,441,674 2,171,486 455,714 6,279,469
NOTE: The projection shown above is provided to meet the requirements of
Wisconsin Statute 66.1105{4)(i}4.

Prepared by Ehlers

5/2/2012
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APPENDIX B

OPERATIONAL PROFORMA
AND
INVESTMENT ANALYSIS REPORT
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INTRODUCTION/IOBJECTIVE

Hospitality Marketers Intermnational, Ine., (HMI) has been engaged to provide this
Operational Proforma and Investment Analysis for the acguisition and operation of
the 179-room City Certar Hotel in dawntown Oshkosh, Wisconstn and fo include the
operation of the recently (2009) renovated Oshkash Convention Center. This report
will utilized information provided in the Comprehensive Market Study prepared by
HMI in August, 2010 for the development of ar: 80-room limited- to select-service
hotel, a baliroom and welcome center located on the UW-Oshkosh Campus 1o
project how a renovated 179-roem City Center Hotel and Oshkosh Convention
Center would perform when operated as "one unit”. These two facilities are located
along the banks of the Fox River in downtown Oshkosh, Wisconsin adjacent to each
other and connecied via skywalk.

The market information presented in the orlginal report will explain in more detall the
highlights of the market characteristics. This report will highlight any changes to
those market characteristics as related to aperating the City Center Hotel and
adjacent Convention Center. Any highlights in market Demand and Competitive
supply will be addressed.

This Operational Proforma Report and Investment Analysis will provide an overview
of anticipated operational performance af these two favilities when marketed and
operated as "one unit’. The Operational Proforma and Investment Analysis uses
Sales Revenue projections originally developed in the Comprehensive Market Study
completed in August 2010 for the first three years and adapted for this new
location/faciiity based on the increase in room count and the increase In
banguetimeeting space {Le. a 17- room full-service hotel with an estimated 25,500
square feet of banquet and meeting space). The fourth year presented in this
Operational Proforma and Investment Analysis was extended based upen
anticipated growth demand and rates. Property expenses in the Proforma were
astimated based upon the review of similar type hotel Industry averagss. These
industry averages wers raeviewed based upon the size of tha property, geographic
location of the property, and the product catagory that this hotel will serve. Also, any
unique operational characleristics identified for this property were factored into these
operational projections. The assumptions used in this Operational Proforma and
Investment Analysis are also contained in this report,

The investment/iinancing terms ufilized o calculate the retums, debt coverage ratios,
astc,, were provided by the developer at this time for the purpose of these
calculations. These terms should be reviewed by the developer to be sure they align
with what the developer is able to secure when proceeding with this hotel project. It
is recommended that the reader also perform his own investment analysis,

This report should be acceptable for external investing and/or lending purposes.

Hospitality marketers International, inc. will be available to answer any questions
related to these Operational Proforma and wvestment Analysis.
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PROPERTY PERFORMANCE

The following Propetly Performance resulis are based on applying the prolected

performance presented in the original Comprehensive Market Study report

completed in August, 2010 to the site and physical facilities tocated six blocks from
the original site as previously described above fo include a renovated City Center
Hotel and the Oshkash Convention Center in downtown Oshlkosh that wili be
marketed and operated as "one unif'. These performance projections are for the
179-room, full-service City Center Hotel that will be renovated as a mid-priced to
upscale, full-service hotel that is connected to the Oshkosh Convention Center via a

skywalk, The City Center Hotel includes a three-meal-a-day restaurant and

barflounge areas as well as approximately 7,000 square feet of banguet/meeting
space in a ballroom and multiple smaller rooms. The Oshkosh Convention Center
inciudes approximately 18,000 square fest of flexible meeting and exhibit space and
recantly received a $2.8 million renovation which was completed in early 2009.
These projections are based upen present operating performance of the market at
the time of this report, and a timely completion of the project discussed herein, based
upon this report’s presentation.

MARKET SEGMENTATION

The first area to be reviewed for this allermnate site in downtown Oshkosh is the
Market Segmentation that exists in the area. The foliowing chart highfights the
Market Ssgmentation projections for the City Center Hotel/Oshkosh Convention

Center.
IARKET 8 EGP@?E?&T{A}?IGN??{T
SURBJECT o
MARKET CITY GENTER
PROBABLE HOTEL
PERCENT PROBABLE MARKET
OF MARKET RANGE MARKET PENET. RANGE
Indivirual Travel Markels 65,0% B85%-78% 45.0% £9.2% 40.0%-48.5%
Corporate/Commereiat 25.0% 26%-35% 20.0% 80.0% 18%-25%
SocialiLeisure 40.0% 35%-45% 26.0% 62.5% 20%-30%
Group Markets 35.0% 25%-35% 55.0% 157.1% | 50.0%-58.5%
Business Relaled 10.0% 8%-15% 43.0% 430.0% A8%-45%
Soclalll.eisure Relaled 25.0% 17%-26% 12.0% 48.0% 8%-20%
TOTAL 100.0% 100.0%

Source: HMI

Discussions indicated that the Market Segrentation in the chart above for the
subject market area is currently heavily weighted toward the Individual Traveler, due
to tha lack of a single facility with sufficient meeting space and sleeping rcoms to
handle groups in excess of 400 attendees. A renovated City Center Hotel that wouid

2
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work it conjunction with the renovated Oshkosh Convention Center and marketed as
one facility would generate a shift in the market segmentation as shown in the chart
above. The renovated convention center provides the ability to meet and feed
groups of 600 or more attendees as well as host social/banquet functions for graups
as large as 1,000 attendees in a 15,000 square foot banquetexhibit hall and ten
breakouticonference type rooms. Combined with the attached City Center Hotel's
approximate 7,000 square feet of flexible meeting space, this establishes a flexible
group meeting space in the relative central portion of the state.

To further define the Market Segmentation of the area, preliminary profiles for each
Market Segment were defined. The following outline provides Market Segmentation
Profiies that correspond with the subject property’s projected Market Segmentation.

21



ARKET SEGMENTATION PROFILES.

Corporate/Commercial Markets

Area Companies
Administration
Salas & Markefing
Visiting Cuslomers & Clisnts
Human Resources

Vendors & Suppliers to Local Markat

UW-Oshkosh
Recruiling Faouity & Staff
Visiting instruclors/Professors
Admindstration

Arag Medical

Maetings and Seminars
Corporate
State Assroiations
Reglonal Associgtions
tw-Gshkosh -Professional Organizations
Uw-Cshkosh - UW Systermn Conferences
Govermment

Training Groups

Canyention Centar Funclions

Demand Potential
Yransient = 11 Sunpset |
Extended=E | Property

Group= G Potential
TG E Averages
TG Average
T Avarage
TE Avarage
T Averags
T Above
T.E Abova
T, E Abhove
T.E Average
G Above
G Abova
¢} Above
G Above
G Average
G Average
[¢] Average
G Above

Potantial

Visgiting Frients & Relatives
US 41 Travelers
Area Bvents & Aclivities

EAA Convenlion

Cauatry USA

Sawdust Days

LiFest

Waterfast Summer Concerf Saries
Ared SHes, Activitles & Recrsation
Relocation-Real Estate
Distressad Sacial-interim Housing
Muotorcoach Tours '
Soaial, Military, Educational, Refiginus, Fraternal (3.M.E.R.F.) Groups

Weddings

Raunions

Other

Assasiation
Uwy-Oshkosh

Parents & Alumint

Liin-Oshkosh Visiting Teams & Fans

Abnve

T Avarage
7 Baiow
T.GE Above
TG E Avarage
TG E Average
TGE Average
kN Abave
T Average
T.E Below
TE Baiow
G Below
G Afnve
G Average'
«] Average'
a Above
T Above
1.6 Above

Potential

Overail Potential

Avarage

Average

Source: Hi
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PROJECTED PROPERTY PERFORMANCE

The following series of charts wil show the projected property performance,
speaifically Occupancy, Average Dally Rates and Projected Revenue, beginning in
the first full year of operation, assumed tc be 2012 in this case.

Qccupancy
The follewing chart shows the Profected Occupancy of the subject property.
HOJECTED DCCUPANG
PROJECTED PROJECTED
MARKET OCCUPANCY PROJ. HOTEL OCCUPANCY
MKT.
YEAR Low Probabie High PENET. Lowe Probable High
2012 61.2% 64,4% 67.7% 83.6% 50.8% 53.5% 56.1%
2013 64.3% §7.7% 71.0% 91.4% 58.8% 81,8% 64.9%
2014 G67.5% | 71.0% 74.6% 94.8% £3.9% 67.3% 70.7%

“Projevted performance s+~ 8 percentage points aqd will be atfectad by changes in
Lodging Supply and Demand growth Jevels used o formulate ihese projections.

Saurce: Hi

Simitar demand growth rates as were utiized in the prior projections were stilf valid
and applied for these projections, however, due to the City Center Hotel being more
than twice the size (179 rooms versus 80 reoms) of the originally projected proposed
new construction, reduced market penetration yields were utilized in this report. The
penetration rates for this project were arrived at by first reviewing the potential
penelration based on a camparison lo the average size of the competition, which
was esimated to be 48.5% - 56,8%. Than, due to groups booking two fo four years
in advance, the projacted group rooms were added in on a graduated basis at 70%,
80% and finally in 2014 at 85% of the projected group rooms in the Projected
Meeting and Banguet Sleeping Room Usage chart shown later in this report. The
maximum amount of the group rooms being added was limited to 85% of the total
due to the presumption that a portion of these group rooms were in some form
ajready included in the base occupanicy prier to adding in the group rooms. Also,
similar supply growth factors as utilized in the original report were applied in this

report.



Average Daily Room Rate
The following chart highlights the Profected Average Daily Room Rate for the
proposed property.

PROJECTEDAVERAGE DAILY ROOM RATE
) PROJECTED
PROJECTED PROJECTED SUBJECT
YEAR MARKET MARKET PROPERTY
PROBABLE ADR YIELD ADR*
High $94.88 ' T $94.88
202 $90.36 100.0% $90.36
Low $85.84 $85.84
High $98.68 $107.14
2013 $93.98. 102.5% $96.33
Low £89.28 $91.51
High $102.62 $107.75
2414 £07.74 105.0% $102.62
Low $92.85 $97.40
* Nat ADR equals room ravenue plus restaurant, foungs, meeling & conference revenus.
= Projacted performance fs +/- § perceniage points and will be affecfed by changes in
Ladging Supply and Lodging Demand growth levels used fo formulate these projections.
Sourve, HMI

ltwas felt that the same market ADR growth rates and yields to the marke! that were
discussed in the original report will also be applicable to the City Center Hotel project
being reviewed In this report.

As discussed in the prior report, it is feit that the City Center Hotel and Convention
Center would compete somewhere between the two middle rate lers or at the
average of the competitive set discussed in the prior report, $85.68 in today's doliars.
This average rate is being held down due to the anticipated higher than nermal
amount of Wisconsin State Government and University business {l.e. from the UW
System and other state related business) and the artificially low state per diem of £70
per night. This would put it at an ADR in the $88 to $84 range when the renovated
City Center Hotel Is anticipated to reopen in 2012, with an average of $90.36. Thisis
equal to the projected 2012 ADR for the competitive set of $90.36 and would yield
100.0% on average. Yields of 102.5% for 2013 and 105% for 2014 were utilized In
this report for ADR growth purposes. Once again, these yields have been reduced
by as mush as 50% due to the high volume of State per diem business that is
anticipated with a relatively low rate, currently at $70. The proposed property is
anticipated to charge market rates that are compaetitive with the Hilton Garden Inn
and the other properties that are in that same rate tier as discussed in greater detail
in the origina report.
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FOOD & BEVERAGE

This section will identify and describe the food and beverage components that
currently exist at the City Center Hotel and are anticipated to be fully utilized in
preparing the resulting performance projections of the renovated City Center Hotel
and the existing Convention Center. This indicates that thera will be full-servics food
and bevérage facilities at this new facility. The food and beverage revanues to be
generated by the mesting/banguet space includes bath the approximate 7,000
square feet in the hotel as well as the approximately 18,000 square feet focated in
the convention center. The projections in this report have been prepared based
upon the presumption that the hotet and convention center will be operated as one
singuiar entity and by the same cperator,

RESTAURANT AND LOUNGE FACILITIES

Al the City Center Hotel, there is a thres-meal-a-day restaurant and a separate
lounge/bar area, very different from the previously anticipated restaurant and lounge
faciliies. The restaurant is anticipaied to be operaled as a flexible facility that will be
moderately priced and casual In nafure, especially for breakfast and lunch.
Dependent upen the final design, it might be desirable to present a casual/formal
atmosphera for dinner with white linen being used. The separate lounge/bar area is
anticipated to have a fun casual atmosphere, possibly sports-oriented. Depending
on the area and the time of day, the primary focus of the restaurant andfor lounge wiil
_ ba to support the hotel guest, the employees in the local downtown ares, or bath the
local residents and the hotel guests. Projections for food and beverage revenue are
included.

The focus of the restaurant/bar by meal period recommendations is as follows:

«  Breakfast — During the week {focus on corporate guests), & compiimentary
confinental breakfast that is augmented by a hot itern menu for sale as a list
of cook-to-order breakfast ifems. Weekends (focus on leisure guests) might
only be a for sale breakfast menu with a fiat priced breakiast buffet. The
focus for this meal period will be hotal guests.

= Lunch - During this meal period, the focus should be on attracting the local
business people and those employed in the downtown area. Thus, the need
far an affordable and relatively quick lunch should be an option.

«  Evening - During this time period, the focus shouid be on both the hotel
guests as well as attracting local residents from the greater Oshkosh area.

The lounge/bar area should be focused to be both a gathering place for hotel guests
in the late afternoon or early evening as wall as the local guest. Pricing should
mainly be in the mid-priced range. Also, cutdoor dining on the river-walk area should

ve nffered during the appropriate seasons,

7
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FOOD & BEVERAGE - GROUP MEETINGS

The subjest hatel facility should attract a diverse Group Maeting and Banguet
market, It is estimated that 40% of the overall Lodging Demand will come from the
various Group markets, both Business-related (33.4%) and Social/Leisure-related

{6.6%]).

The following chart will highlight the banguet/meeting space demand identified from
the research performed as it relates to the combined selling of the City Center Hotel
and Oshkosh convention Center as "one unit” or facility.

#0OF TOGTAL PROJ. #OF
ANNUAL % OF #CF % OF F&B SLEEPING % OF
MARKET EUNCTIONS] BUSINESS |ATTENDEES| BUSINESS REV. RGOMS | BUSINESS
| Busingss Markets
Comorale 30 20.7% 1.050 540% 125,000 2,100 101%
(Average = 35 peaple for 2.0 days at $80/personiday F&B, Rooms for 2.0 nights}
- Buard Meelings
- industry Conferences
« Feam Meelings
LW System Mealings il 13.8% 500 24% Jooug 750 3.6%
{Average = 25 people for 1.6 days at $40iperseniday FAB, Rooms for 1.0 nights) 7
Assovialion Meelings 30 20,7% 7500 ; A8.7% apg.000 15,600 4%
{Average = 260 people for 2.0 days at $60/persenfday F&B, Rooms for 2.0 nighls}
- Annual Maetings
- Regional Confereaces
- Board mesfings
Qiher Funclions 10 B.4% 280 1.2% 20,400 375 1.8%
(Avernga = 24 people for 2 days at S4Mpersandday FAB, Rooms for 1.5 nights )
BUB TOTAL ] &2, 1% 9,300 44.3% 1,078,000 18,226 87.9%
Sovial/deisure Markets
Weddings 35 24,1% 10,508 50.0% 525,000 1,080 5.1%
{Average = 300 prople for wedding =1 550/person FAB, Rooms - 15% reguire rooms for 1.5 nights - 2.25 paople per room}
Other Fungtions 20 13.8% 1,200 57% 48,000 300 1.4%
¢hverage = 50 people for function at $4Mperson F&B, Ropms - 25.0% require rooms for 1.5 nights - 1.5 psople per rom)
-~ Family Reunlens
«Losal Bvents
-~ Spons Teams & Fans . 10 6.9% 300 1.4% NiA 400 £.5%
(Averagas = 30 people for 1.5 days, Reoms for 2.0 nighls)
- Weddings 10 8.9% 3,600 14.3% WA 300 1.4%
(Avarage = 300 people, 10% require rooms for 1.6 nights, 2,25 people per room, o catering F&B)
- AlumnifFoundation Events 10 54% 8UC 2.9% I 38,000 450 2.2%
{Average = 60 pecple for unciion al $60/parson F&B, Rooms - 50.0% require roams for 1.5 nights - 1.0 pesple per raom,
SUB TOTAL 65 37.9% 11,700 58 1% £73,000 2,800 12,1%
TOTALS 145 100.0%: 20,000 | 100.0% | $:649,000 | 020725 ] 100.0%
Saurce: HM
8

26



As indicated in the chart above and similar to the original report, there is & wide
variety of demand sources to tap into for the Group business for the City Genter
Hotel and Convention Centar. This will produce an anticipated almost 42.0% of the
total Lodging Demand that is Business Group related and is driven by multiple
factors. First, the combination of a quality full-service hotel adjacent to and
connected to the Oshkosh Convention Center combined with the relatively central to
east central location within the state provides a convenient location for state
association meetings. Next are the corporations in the area such as Bemis, Oshkosh
and Kimbalt and their need for training, sales and board meetings as well as possible
industry related mestings. This Is followed closely by both the UW System meeling
business and as belisved to conservatively be approximately twenty meetings (which
one must remember will be on a state per diem, limiting what can be charged for
food and beverage as well as the room rate) as well as the potential from ali the
professional organizations which the UW-Oshkosh faculty and staff are members of
and were discussed in greater detall in the original report. ‘

As discussed in the prior report, the Oshkosh Convention Center is the only function
space capable of handiing either social or business refated functions with 500 or
more attendees In the greater Oshkash area, fts drawback is thal it is currently
lacking qualily hotel rooms adjacent to i; the proposed renovation of the City Center
Hotel as considerad in this repart would alleviate this issue.

PROJECTER FOOD & BEVERAGE REVENUE
The following chart indicates the projected total food and beverage revenues for the
City Center Hotel and the Oshkosh convention Center.

o PROJEGTED -FC_QD&EEVERAGE REVENUE.
FPERCENT OF| PROBABLE TOTAL
HOTEL F&B FOOD &
YEAR SALES YIELD BEVERAGE FQOD BEVERAGE | OTHER
2012 39.9% 142.8% $2.097.817 $1,366,020 | $341,508 1$390,291
2013 42 4% 151.8% $2.867,702 $1,867,341 | $466,835 18533526
2014 38.4% 140.8% $2,928,318 $1,.907462 1 $476,865 15544989
* Projacied performance s +/- 8 percenlage poinis and will be affactad by changes in Projected
~ Oceuparicy or Projecled ADR., )
Saurce: Hivl

Similar to the process discussed in the original report, the total breakdown of the total
Food and Beverage Revenues for the renovated City Center Hotel and Convention
Center were arrivad at by using the industry average per the 2009 Smith Travel
Research Host Report, which reported that on average, Food Sales were 18.2% of
Total Hotel Revenues, Beverage Sales were 4.6% and Other F&B Sales were 5.2%
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of total Hotel Revenuss, totaling 28.0%. Due to the focus on Group business
combined with the additional focus on “state” related business and the limitations on
room rates (the current per diem is at $70 compared to a market average ADR of
$85) the resuiting Food & Beverage revenues for the subject property are projected
at 39.9% (11,1 percentage points higher than the average of 28.0%) of Total Hotef
Revenues In the first full year of eperations, which would be 2012, reducing to
39.4% in 2014, the third year of oparations, as seen in the chart above. '

In addifion to the projected banquet and catering revenues presented earlier, food
and heverage revenues purchased by the guests duting meal periods were also
projected. The projections in this report anticipate an average check for breakfast for
sale items of $8.00, $10.00 for lunch and $18.00 for dinner as well as $10.00 in
drinks during the evening at a limited bar area. Also. it was aniicipated for projection
purposes that 15% of the occupiad non-group rooms would purchase breakfast
iterns, 10% would purchase lunch items, 35% would purchase dinner items and 80%
would purchase some form of drinks. Also, a 2.5% inflation rate was applied to the
2010 base amounts in asriving at the future food and beverage amounts aswell as a
105% yield was anticipated to the industry norms as in the prior raport.

An amount of food and beverage sales for non hotel guests {l.e. office employees in
the immediate market area for lunch or area residents having dinner in the
restaurant) is also included in the food and beverage projeclions included in this
report. By the third year of aperation, this equated to an estimated $432,880 in food
and beverage sales or 42 guests per day at an overall average check of $28.20 of
food and beverage.

One source of food and beverage revenues was not included in the projections
included in this report, the food and beverage sales that would be generated from
“local” or daily type of functions that would occur in the convention center such as car
shows, craft fairs and camping/vacation shows. No data was available to project
these revenues at the time of the writing of this report.

10
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PROJECTED TOTAL REVENUE ,
The following chart depicts the Projected Tolal Revenue established in this report.
The Probable Room Revenues are based upon the Occupancy and Average Dally
Room Rates established in this report. The Tolal Food & Beverage Revenues are
based upon the information discussed previously in this report.

e PROJECTED TOTAL REVENL
PROBABLE TOTAL
ROOM FOOD & TOTAL NET NET
YEAR REVENUE BEVERAGE REVENUE ADR RevPAR
2012 53,156,003 $2,087.817 $5,253,820 $150.43 $80.41
2013 $3,892,070 $2,867,702 $6,759,772 $167.30 $103.48
2014 54,513,032 $2,829,316 $7,442 349 _$169.23 $113.91
* Projected performance is +- 5 percentage poinfs and will be affected by changes i
Projected Occupancy or Frojetied ADR.
Source: HMI

PROPERTY RECOMMENDATIONS
The following Property Recormmendations were based upon the research conducted

for this report,

Property Type

The renovated City Center Hotel operated as one unit with the Oshkosh Convention
Center should be marketed as a mid-priced to upscale full-setvice hotel designed to
compete for both statewide and regional association business as well as the demand
atiracted o the existing Hilton Garden Inn. This would easily facilitate the
meeatingfbanguet needs of both the UW-Oshkosh generated demand as well as the
locally generated corporate and soclal demand. This is similar in Lodging Demand
focus to the property type discussed in the prior report,

Both the rengvation of the City Center Hotel and ls operation should be planned with
the providing of at least a “three star” hotel with the perception of a “four star” level of
service. Discussions with the Oshkosh Convention and Visitors Bureau strongly
indicated that to achieve the projected group nights, 2 high guality hotel must be
created through the renovation.

Similar to the original report, it is estimated that the subject hotel will generate 55% of
its Lodging Demand from the Group market and 46% of the Lodging Demand will

corme from the traditional transient Corporate/Commercial and Soclalibeisure
markets in the area.

11
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Property Amenities

Recommended Property Renovation Amenifies should be compatible with & full-
service maeting and conference focused hotel as well as tha brand affillation
setected for the property.

Similar to the discussion in the original report, in offering a compsiitive facllity 1o
attract meeting gfoups. the meeting space needs to assure that it is state-of-the-art
and should be comparable or even superior to those facilities at the primary
compstitive set. The requirements set by the International Association of Conference
Centers should be reviewed and addressed where possible. {f this is not possible,
then special atfention should be given to both lighting and sound to assure that these
features are “siate-of-the-art”. This will help the hotel position itself as the premier
meeting facility in the market area and in atiracting corporate, professional
associations, UW System, government and association groups. The topic of being
technologically "state-ofdhe-art” with techniclans on call came up several times in the
all campus surveys that were conducted.

i Is suggested that some form of a shuttle service be considerad 1o provide
fransportation to the Appleton Regional Airport as well as o the numerous
faclitiesfiocations on campus, espacially during inclement weather.

Additionaily, it is recommendad thatl the usual recreationalfexercise facifities that the
ieisure market typically expects as well as what may be required by a "brand” be
conslderad, especially if these facilides are not avallable to guests via the use of UW-
Oshkosh campus located facilities.

Slesping Room Confiquration
The recommended Sleeping Room Configuration should be compatible with the

overall Market Segmentation for the area for this property.

s Given the fact that the property will have a high amount (55% or roore) of
Group oriented business, approximately 50% or more of the rooms shouid be
configured as double queen ropms that will serve both the
Corporate/Commercial and the Socialfleisure markets.

o Approximately 20% - 25% of the rooms should be configured as king-bedded
rooms to focus an the Corporate/Commercial traffic, '

»  Additionally, some king-bedded reoms need to have sleeper sofas for
Social/Leisure and family traveler use. Having some whiripool suites
{maximum of ten percent), would be suggested.

+  Afew rooms (Up to 5%) could be configured as extended-stay type rooms or
suites with microwave ovens and reasonably sized refrigerators. This is
recommendead since there currantly is no tue extended-stay hotel in the

12



Oshkosh market area.

While these are the recommended room configurations, a primary factor in
determining the room configurations will be the size of the existing rooms and what
works based on them.,

Brand Affiliation
Itwould be suggested that Brand Affiliation be considered for this hotel, which would
enhance the marketability of it. Potential/possible brands would include:

+ Clarion Hotels — Choice Hotels Internaticnal

» Radisson Hotels — Carlson Hotels Worldwide

+ Best Western — Best Western Internationa

s Doubletree Hotels — Hilton Hotels, International

+  Four Points — Sheraton/Starwood Hotels

» Holiday Inn Select — IHG, Intercontinental Hotet Group

¢ Crowne Plaza Hotels - IHG, Intercontinental Hotel Graup

Also, as evidenced by certain listings above, It may be appropriate to name the
property based upon a local or UW-Oshkosh meaning with a national affiliation. This
concept has worked at other major unlversities and should be explored. The
hrand/affiliation should be appropriate to the targeted markeis for the subject hotel,
such as the mid-priced to upscale Group oriented and Individual
Corporate/Commercial travelers,

Foom Rate Strategy
The recommended Foom Rate Strategy for this property should be compatible with

the attainment of the Average Daily Room Rate projections indicated in this report,
Seasonality of Room Rates will also need to be a consideration at this property.
Given the Average Daily Room Rate research performed and projections established
in this report, it appears that this property could compets with the hotels currently in
the $95.00 to $105.00 ADR range for non-state per diem business, but at a much
lower rate in the $70 -$80 range for state per diem business, dependent upon how
much and if it is raised from the current level of $70, During slower demand periods,
the holel will need rate flexibility to atiract demand. Analysis of competitive room rate
structuras needs to be performed in establishing room rates that will obtain the
Average Dally Room Rates projectad in this report.

Opening Date

A recommended Re-Opening Date, based upon the Seasonality of Lodging Demand,
would indicate that a re-opening in late winterfearly spring would be recommeanded.
This would correlate with the improvemant of Lodging Demand in the marketon a
seasonal basis and the opportunity to maximize revenue prior to entering the sofier,
off-season months beginning in November,

13
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Phase Il Assumptions — January 1, 2012
UW Oshkosh City Center Hotel & Convention Center
' October, 2010

This proforma 1s a projection of how the City Center Hotel, renovated to a mid-priced t¢ lower
upscale quality hotel, will perform when operated and marketed with the Oshkosh Convention
Center as one urit. |t reflects the revenue and profit results of the two facilitiss as if they were
one full-service hatal with 178 rooms, a three-meal-a-day restaurant, a separate loungefbar
and approximately 25,50G square feet of combined banguet and meeting space.

The review of the Oshkosh market area, as well as the resulis in lhe Comprehensive Market
Study completed by HMI in July, 2010 were ulilized as the basis for the projections included in
this report. The conclusions reached in that report were ulilized to formulate the revenue
projections included in this proforma by allowing for anticipated changes in yields to the
market area performance due to the project now encompassing a different physical facility as
previously described in No. 1 above. Similar rates of growth for lodging demand and ADR as
discussed in the original repert ware anticipated o be valid for these projections,

in this Operational Proforma, # Is anticipated that the City Center Hotel will operate as a mid-
priced to upscale full-service hotel with the appropriate expense rates being utilized. This is
contrary to the Phase It Comprehensive Market Study completed in July, 2010, which
indloated that the proposed 80-room hotel and conference center would be operated as a mid-
priced limited-service to select-service hotel with appropriate expense rates being utilized.

it Is has been presumed in this proforma that a flag/hranding is being contemplated for the
operation of the renovated City Center Hotel and wili be a known regional or national hotel
brand that will complement the significant amount of meeting space that is now part of the
project with the appropriate sxpenses being included in this proforma,

For the purposes of this report, it is assumed that the first full operating year of the anticipated
renovated City Center Hotel combined with the Oshkosh Convention Center will be 2012,

Other Revenues inciudes such areas as guest laundry, movie rentals, parking and vending
machine sales. It also includes income from the rentat of space for business purposes and

any concessions. Industry norms are provided in the Smith Travel Research Host Study
{STRHS). Seven areas were reviewed ranging from $6.49 for Mid-Priced Hotels to $23.18 for
Small Mefro Areas. However, it was feli that in this case, the most appropriate two areas were
the East North Central Area ($11.45) and Mid-Priced Hotels ($6.49), and these were ulilized in
arriving at the projections for Other Revenues,

Dusa to the increase in the number of sleeping rooms (from 80 to 179} and the increase in
banquet/meeting space (from 7,500 to 25,500 square feet), the yields o the market area
performance were reviewed for this new project resulting in occupancies being utilized in this
Operaticnal Proforma that differ from those projected in the Comprehensive Market Study
Report prepared by Hospitality Marketers International, Inc., dated July, 2010

It was felt that the ADR rates utilized in this Operational Proforma are those projected in the
Comprehensive Market Study Report dated July, 2010 and would be appropriate to use for
this new facility.

Deparimental profit margins as well as departmental expense calculations utilized in the
Operational Proforma were based upon industry norms and provided in the Smith Trave
Research Host Study {STRHS), Areas included in arriving at the average of the data provided
included Full-Sarvice Hotels U.S., Chaing, Independents, East North Central, Smali Metro,
and 150 - 300 Rooms.

14



10. Food & Beverage revenua projections for this full-service hotel were discussed previously in

11.

12,

13

14.

15.

18.

17.

18,

this report and differ from those presented in the Comprehensive Market Study prepared by
Mospitality Marketers Intemational, Inc., dated July, 2010 due to the prior projections being for
a select-service hotel, Tolal F&B Revenues In this proforma are 37.1% in the third full year of
operation, compared to an industry average of 28.6%, This difference {8.5% points) couid be
due to the nature of a convention center and the strictly local food & baverage related events
that can occur and wili generate minimal room nights as well as the area residents that will
frequent the restaurant and lounge during lunch and dinner. Also contributing to this is the
relatively fow per diem room rate for state related business which is believed fo have limited
the room revenues due to this demand being estimated at up fo ten percent of the projected
group rooms busingss.

Due to the expsctation that the City Center Hatel will be fully renovated and like a new hotel,
the Property Operations and Maintenance in the first year is less than the industry norms and
builds up to the norm by year three. Also, regular repairs and maintenance of the Oshkosh
Convention Center are anticipated, however, major/capital expenditures for the convention
center are not. Any unusual repalrs required by the Convention Center that are unique to it
have not been accounted for in these projections.

The cost of utilities in this report are based upon the industry standards for a full-service hotel
referenced previousiy in this report. Any variance from these due to the nature of the
Convention Center have not been taken into account in these projections due to the lack of
specific information being provided to this consultant regarding historic utility costs of the
Convention Center,

The hotel will provide free local phone call service fo guests,

The Comprehensive Market Study referred o previously suggests some form of affifiation with
a national franchisefflag. Since no specific flag has been identified at this time, a staging of
the rates (3% of rooms revenue in 2012, 4% in 2013 and 5% in all future years) typically
charged by the brands previcusly referenced in this report were utitized in this proforma. It
was assumed in these projections that, per industry practice, any national
marketing/advertising charges related to the chosen franchise are inciuded in the Sales &
Marketing Department costs. Also, similarly, any franchise refated reservation costsi/fees are
included in Rooms Depariment costs.

Ta help assure a successiul opening of the hotel, higher than industry norms in Sales &
Marketing are projected in the earty years. These costs were increased initially by an
additional 1.6 percantage points above the average of the STRHS average. The STRHS
marketing amount includes any markefing fees and national advertising amounts paid o a
franchise company. The stabilized year rate of 7.0% utilized in this reportis the induslry
average and was felt appropriate for the stabilized period of operation.

tn the Operational Proforma, the projected Gross Operating Profit (GOP}in the third fulf year
of operation {2014) at 27.04% is slightly lower than the industry average of 32.1%. The
primary reasan for this 5.0 percentage point difference is due to the Franchise Fees being
included in the calculation of GOP, where it {s not in the STRHS average. The range for fuil-
service mid-priced styled hatels was from 24.6% for Small Metro Hotels to 35.3% for Chain
Affitiatad hotel properiies.

The expense rate utilized in this Proforma for Management Fees was 3.2%. the STRHS
industry average. The range was from 2.8% for Small Meiro Areas to 3.4% for Chain Affiliated
Hotels as well as for those located in the East North Central Region.

Real and personal property taxes were basad upon indusiry norms.
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HUBMTALITY CONFULTANES
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28 Yeors with Offices in
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5415 %, Majors Drive
How Rarlin, W 53146

1014 Majestic Avenug
Fort Myers, FL 33913

8006570815
Fagr 1392458161

Heheaniialityimaelers.com
weersy. hosoitaliymarketars com

Hotet Servica Mebwork

The decisions presented hereln were basad upon the information available and
received at the time this report was complled. Hospitality Marketers International,
Inc., (HMI) has taken every possible precaution to evaluate this information for its
completeness, accuracy and reliability. To the best of its knowledge, HMI feels the
information and decisions presenied herein are sound and reliable.

-and pote
“gvants i o

Also, it shouid be understoad that normal economic and marketplace conditions
change constantly. HM assumes no responsibility for information that becomes
outdated once this report Is wrilten; nor is it responsibie for keeping this information
current after Octobar, 2010,

it should be understoad that the results presented in this report are the professional
opinion of HMI and are based upen the information available at this ime. These
opinions infer proper and professional management of the business operation. The
opinions alsa infer that market conditions do not change the information received
upon which those opinions have been based. HM| assumes no responsibility for
changes in the marketplace.

Furthermors, it Is presumed that those reading this report completely understand its
contents and recommendations. If the reader Is unclear of the understanding of the
contents, clarification should be received from its writer, HML

Lastly, HMI assumes that those who receive this study actin accordance with its
recommendations. Any deviation from these recommendations is solely the
responsibility of those receiving this report.

Further questions concerning this report should be directed to HMIL

Sincerely,
HOSEITALITY MARKETERS INTERNATIONAL, INC,

Ghegory B, Fanis Wichael B, ool
Gregory R, Hanls, ISHC Michael R. Hool, CPA, {SHC

President President, SHR
A HMI Network Representative
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The attached Development Budget and Operating Proforma has been
developed utilizing data from the HMI study and shows performance of the
project without TIF assistance.
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APPENDIX C

ATTORNEY’S OPINION



CITY HALL
215 Church Avenue
.0, Box 1130

TV City of Oshkosh

Q/HO/H

City Attorney's Office
Phone: (920) 236-5115
Fax: {920) 236-5106
http:/iwww.ci.oshkosh.wi.us

October 12, 2011

Darryn Burich

Director of Planning Services
City of Oshkosh

215 Church Avenue
Oshkosh, WI 54903-1130

Dear Mr. Burich:

| have reviewed the project plan for City of Oshkosh Tax Increment District # 25 City Center Hotel
Rehabilitation, pursuant to Section 66.1105(4)(f) of Wisconsin Statutes. | find that the plan
includes a statement listing the kind, number, and location of proposed public improvements. It
also shows an economic feasibility study, a detailed list of estimated project costs, and a
description of the method of financing all estimated project costs, and the time when the costs are
to be incurred. The plan contains maps of existing and proposed uses and zoning of the real
property in the district and a map showing proposed improvements in the district. The plan further
shows that the district will promote the orderly development within the City, which is consistent
with the City's Comprehensive Plan (Master Plan), building codes and other city ordinances in
relation to project elements.

Upon adoption of the project plan by the Plan Commission and their submission to the City
Council, all requirements of Section 66.1105(4)(f), Wisconsin Statutes, shall be complete and itis,
therefore, my opinion that the project plan attached hereto is complete and complies with Sec.
66.1105, Wis. Stats.

Sincerely,
CIT% OF OSHKOSH

Lynn A. Lorenson
City Attorney

LL/cm



APPENDIX D

PLAN COMMISSION RESOLUTION
AND
MINUTES



CITY OF OSHKOSH PLAN COMMISSION
RESOLUTION #11-01

APPROVE TAX INCREMENT DISTRICT #25
CITY CENTER HOTEL REHABILITATION
- REDEVELOPMENT PROJECT '

October 18, 2011

WHEREAS, on QCTOBER 18, 2011, the City of Oshkosh Plan Commission held a pubilc hearing
an propased City of Oshkosh Tax lncrement Distriet #25 — City Center Hotel Rehabilitation Project Plan
and the proposed boundaries thereof; and

WHEREAS, such public hearing was properly noticed in the City's official newspaper, and a copy
of such nofificatiori was properly transmiited to all entities having the powertc levy taxes on property inthe
District; and

WHEREAS, such public heaﬁng afforded all interested parties an opportunity to express their
opinions on proposed Tax Increment District #25; and

WHEREAS, the Plan Commission finds adopiion of TID #25 Is conslistent with the City of Oshkosh
Comprehensive Plan;-and

WHEREAS, the Plan Commission has caused the preparation a project plan for Tax Increment
District #25 that is in compliance with Section 68.1105(4)(f) of the Wisconsin Statutes; and

WHEREAS, the Plan Commission afﬁfms the following findings of Tax Increment District #25;

1) Not less than 50 percent of the real property within the TID is blighted within the
meaning of Section 88.1105(2)(a), Wis. Stats; and

2) Not less than 50 percent of the structures within the TID are in need of rehabilitation
within the meaning of Section 66.1337(2m)(a), Wis. Stats; and
- 3) The project costs relate directty to eliminating blight and in rehabilitating the area; and
4) Improvement of the area is likely to significantly enhance the vaiue of substantiaily all of
the other real property in the district; and
5) The project plan is feasible and in conformlty with the City's Comprehensive Plan; and

8) The equalized value of {axable properfy in TID #25 plus all existing Districts does not
exceed 12% of the total equalized value of taxable property within the City.

NOW THEREFORE BE IT RESOLVED that the Pian Commission of the City of Oshkosh hereby
declares Tax Increment District #25 Cify Center Hotel Rehabititation as a blighted area district; and

BE IT FURTHER RESOLVED that the Plan Commission of the City of Oshkosh hereby approves
Tax increment District #25 — City Center Hotel Rehabilitation Project Plan and Boundaries, as described in

“Exhibit A", and

BE IT FURTHER RESOLVED, that Tax Incre t District#25 — City Center Hotal Rehabilitation is
recommended to the City of Oshkosh Common Coflincil for creation.

Leni

Thomas Fojtik, Chairpebson ¥

-
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1L. PUBLIC HEARING ON TAX INCREMENT DISTRICT #25 CITY
CENTER HOTEL REHABILITATION

The UW Oshkosh Foundation and the owners of WHG Companies have entered into a
partnership identified as Oshkosh Investors LLC and plan to collaborate in owning and
managing the property currently known as City Center Hotel. Plan Commission is being
asked to approve the project plan and boundaries for Tax Increment District #25 City
Center Hotel Rehabilitation. As part of the TID creation process, a public hearing must
be held before the Plan Commission where interested parties may express their views on
the proposed TiD.

The partnership is proposing a $9.5 million redevelopment project and is requesting the
City to create a tax increment financing district to provide a development assistance grant
to help offset overall development costs. The amount of requested city TIF equity
participation in the project is $2 million and is further requested as an up front
development assistance grant (DAG). In addition to the DAG, public improvements
involving construction of the riverwalk with boat docks and improving public access to
the hotel from the skywalk and parking ramp are included as well as administrative costs
to the City for implementing the project plan. Total anticipated TIF project costs are

~ identified at $11,150,000 with TIF contributing $3,000,000.

Mr. Burich presented the item and reviewed the site and proposed boundaries for TID
#25 as well as the surrounding area, the land use in said area, the proposed _
improvements, and the project plan summary including various costs, financing, purpose
and feasibility of the proposed TID. He also reviewed the findings to be affirmed by the
Plan Commission when considering approval of a TID and described the definition of
blight in various forms. '

Chairperson Fojtik opened the public hearing on TID #25 for comments. There was no
one present to comment therefore the public hearing was closed.

Ms. Propp questioned when the existing TID closed on this property.
Mr. Burich responded that the previous TID closed in 2006 or 2007.

Mr. Hinz inquired about the estimated fair market value decreasing from 1.9 million to 1
million by next year, if the parking ramp was included in the TIF district, and the impact
on other businesses in the area since the last TIF was created.

Mr. Burich replied that the drop in fair market value was anticipated due to its current
condition and the potential for that condition to change as of January 1, of 2012. The
parking ramp was not included as part of the TIF district however costs could be included
in the surrounding arca. As far as the impact on other businesses, since the bank took
~back possession of the property and sold it a few years ago, it has not been operating to
full capacity creating a negative impact on the Convention Center and the downtown in

' 39
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general. There are currently significant costs associated with the renovation of the
property.

Mr. Cummings added that the hotel has been consistently mismanaged and not properly
‘marketed for many years.

Wendy Hielsberg of the Convention and Visitors Bureau stated that the hotel was a
Radisson in 1991 and changed to the Park Plaza Hotel in 1999 at which time it lost its
flag and removed the quality standards it possessed when it was a Radlsson establishment
which was the beginning of the demise of the property.

Mr. Cummings added that in 1987 or 1988, the hotel hired an out of state manager who
had a lack of resources to properly manage the property.

Mr, McHugh commented that the hotel owner used to provide $40,000 per year toward
the maintenance of the Convention Center and questioned what component was in this
plan to address this arrangement.

Mr. Burich responded that this component was not part of the TID #25 project plan.

Lynn Lorenson, City Attorney, added that the cost of the Convention Center will be dealt
with through an operations agreement with the hotel owner at a later time and is not part
of the approval of the TID plan.

Mr. Thoms questioned if the TIF was based on incremental values, if the property value
would go up before January, 2012, how it affects the project. He also inquired if the
costs to improve the skywalk and parking ramp would be an amendment to the proposed
TIF or if the funding would come out of the Capital Improvement Program.

Mr. Burich replied that there is room to account for it in the Developers Assistance Grant
and would like to have funds available to help offset the riverwalk expenses but would at
least have enough to cover the developer’s improvement costs. The skywalk and parking
ramp would be considered public access improvement costs which could be supported by
the TIF or other funding sources.

Ms. Lohry inquired if the building was structurally sound and if it required inspection
prior to the approval of the TIF.

Mr, Burich indicated that the interior and finishes require renovation however the
foundation and building appear to be structurally sound. Building permits will be
required to be issued when renovations commence but no initial inspection was necessary
at this point as the city is well aware of its current condition.

Mr. Fojtik questioned who determines what is considered the definitions of blight.

TID #25
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Mr. Burich responded that it is determined by the community and varies from one
community to another. There is not a set standard or format of blight conditions for all
communities.

Mr. Nollenberger inquired if a definition of blight has been set in Oshkosh in the past.

Mr. Burich replied that the city has not adopted an official blight definition but has
followed the general standards in the statute in determining blight.

Mr. Cummings stated that he felt the property qualified as blighted as he had contacted
the city twice in the past year regarding the condition of the property.

Mr. Thoms questioned if state statutes include these types of indicators in their
definitions of a blighted area.

Mr. NOllenbergef requested an opinion from the City Attorney on the matter.

Ms, Lorenson explained that state statutes do not define specific tests for the definition of
a blighted property but rather require the Commission to apply their experience and
understanding to the terms used in the context of the community. To assure that the City
was reasonably interpreting the definitions related to blight, the City looked at the past
decisions related to blight within the City and to the application of these terms in other
municipalities.

Mr. McHugh commented that the 100 block of Main Street TIF that was created had to
be absorbed by taxpayers due to the devaluation of the property and questioned what
guarantees that this does not happen again with this proposed TIF.

Mr. Burich responded that there could be a minimum assessment agreement included in
the developer’s agreement for this proposal and that mechanism was not present in the
100 block TIF nor was there a provision to prevent the property owner from appealing
the assessment.

Mr. Thoms asked to clarify #4 in the affirmations of the Plan Commission regarding
enhancing the value of all the real property in the district.

Mr. Burich confirmed that the only parcel affected by this affirmation would be the hotel
property so the value will increase.

Motion by Nollenberger to approve the Tax Increment District #25 City Center
Hotel Rehabilitation as requested.
Seconded by Bowen.

Ms. Propp commented that she felt this was one of the most important things done in
many years and its impact was very relevant to the downtown area.

TID # 25
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Mr. Bowen stated that the Plan Commission’s responsibility was to consider what 1s
presented is case in fact and that it meets the #6 criteria listed in the affirmations and past
TIF projects should not be considered as part of this decision.

Mr. Thoms commented that the property is a viable working hotel and the Convention
Center is vital to the community and he felt that the definitions of a blighted property
were adequately satisfied as the property was having a negative impact on the city.

Mr. McHugh stated that the original intention of TIF districts was for infrastructure and
the remodeling of the interior of the hotel was moving in the wrong direction. He felt
that is was a two million dollar gift to the developers and should not be approved.

Mr. Hinz commented that it was a tough balancing act and he was rather torn on a
decision as the Plan Commission was to look at it from a planning perspective only.

M. Thoms stated that TIF district’s were not for infrastructure only but were also utilized
for business development. This project is an investment in the city as it is a partnership

~with the hotel and Convention Center and would assist in raising equity for the developer
to secure financing which would help the project move forward. He considered the hotel
and Convention Center a package that worked together. '

Mr. Cummings commented that the community at large was in favor of this project and
he felt a proactive move was necessary in this case. '

Ms. Lohry stated that she was troubled by the fact that money could be found to support
this project however funding was not available to maintain the swimming area at County

Park.

Mr. McHugh commented that millions of dollars were spent in the past for TIF projects
that resulted in the creation of low income housing.

Mr. Hinz inquired if the last TIF for the hotel area was considered successful.

Mr. Burich indicated that it was successful at one time prior to the changes in ownership
and subsequent lack of investment into the property.

Motion carried 8-1. Ayes-
Bowen/Thoms/Fojtik/Cummings/Propp/Lohry/Vajgrt/Nollenberger. Nays-Hinz.

TID # 25
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EXHIBIT A

That part of lots 1 through 11 in Moore’s Subdivision and vacated Marion Street, all part of
the Northwest V4 of the Southwest ¥4 of Section 24, Town 18 North, Range 16 East, City of
Oshkosh, Winnebago County, Wisconsin which is bounded and described as follows;
commencing at a point North 00-50-59 East of the Northeast corner of Lot 1 of Moore's
Subdivision 28.00 ft., thence North 89-25-39 West 153.00 ft to a point, thence South 49-
02-31 West 42.23 ft. to a point, thence North 89-25-39 West 10.00 ft. to a point, thence
South 00-26-46 West 69.17 ft. to a point, thence South 06-56-46 West 73.85 fi. to a point
on a meander line on the northerly shoreline of the Fox River, thence South 68-14-29 East
along said meander line 216.06 ft to a point on the east right-of-way line of Main Street,
thence North 00-50-59 East along said right-of-way line 303.66 ft to the point of beginning.
Said parcel contains approximately 1.03 acres more or less.
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RESOLUTION IN SUPPCORT OF THE CREATION OF TAX INCREMENT DISTRICT
#25 - CITY CENTER HOTEL REHABILITATION

WHIEREAS, the City Center Hotel is located within the Downtown Oshkosh Business
Improvement District (BID); and

WHEREAS, the City Center Hotel is a blighted and underutilized property in need of
renovation; and .

WHEREAS, the City of Oshkosh has received a request to create Tax Increment District
#25 that will assist in the rehabilitation of the City Center Hotel and new riverwalk
development; and '

WHEREAS, a renovated hotel operating with the Oshkosh Convention Center will
benefit the downtown by bringing more people to area and will increase downtom
activity; and

WHEREAS, having a viable, high-quality hotel will not only benefit the BID, but also
Oshkosh’s Central City area and the City as a whole.

NOW THEREFORE BE IT RESOLVED that the Downtown Oshkosh Business
Improvement District supports the creation of Tax lnc:rement District #25 — City Center
Hotel Rehabilitation; and

BE IT FURTHER RESOLVED, that the Downtown Oshkosh Business Improvemeit
District recommends that the Oshkosh Common Council approve the Project Plan and
Boundaries for Tax Increment District #25 — City Center Hotel Rehabilitation; and

BE IT FINALLY RESOLVED, that the Downtown Oshkosh Business Improvement
District Chair, David K. Sparr forward this resolution, upon passing to: The City of
Oshkosh Mayor and Members of the Oshkosh Commeon Council for their consideration.

/,/% L / 0/ Z f;“f/ 7/
Pavid K. Sparr Date”
Chairman, Downtown Oshkosh Business Improvement District
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Oshkosh Investors, LLC
May 1, 2012

City of Oshkosh

Office of the City Manager
Attention: Mark Rohloff

P. O.Box 1130 ,
Oshkosh WI 54903-1130

Re: Oshkosh Investors, LLC Application for Tax Incremental Financing
Dear Mr. Rohloff:

This letter accompanies Pfefferle Companies’ application requesting $2,000,000 of up-front Tax
Incremental Financing (TIF) and $1,000,000 of developer Pay/Go TIF for the renovation of the City
Center Hotel. The partners in the Oshkosh Investors, LL.C, who have purchased the hotel, have prepared
the TIF application to be responsive to TIF guidelines and questions from your staff.

Summary:

The City Center Hotel was built in 1985-86, is centrally located in downtown Oshkosh,
and is the City’s largest hotel with the most meeting space. The site is currently in use as
a stand-alone hotel. With the purchase and proposed renovation, the site will be operated
by Richard Batley (RB Hospitality, LLC) and John Pfefferle (Pfefferle Companies, Inc.)
as a full-service hotel. In addition, hotel management will enter a contract to direct the
Convention Center for the City. End-users of the hotel and its restaurant will include
participants in events at the Convention Center and participants in other events in and
around Oshkosh, persons residing in or visiting Oshkosh for business or employment
purposes, and tourists to the Fox River Valley area. Additional end-users include UW
Oshkosh alumni and others attending an estimated 300 events annually offered by the
University, prospective University students and their parents touring campus, various
UW System administrators and other community members on campus for business
meetings, and general visitors to campus. After financing approval, plans include
renovation to begin in April, 2012. Hotel occupancy will begin in January, 2013, with
final renovation and landscaping completed in June, 2013,

Developing and owning the property are the partners in Oshkosh Investors, LLC: UW
Oshkosh Foundation Hotel Project, LLC, and Oshkosh Hotel Venture, LL.C (Richard
Batley, President of RB Hospitality and John Pfefferle, President of Pfefferle
Companies). Total development costs are $14,000,000. Planned negotiations to secure
local investors and bank financing have begun. TIF assistance in the amount of
$2,000,000 and $1,000,000 of Pay/Go TIF is requested. The request for an additional
$1,000,000 of Pay/Go TIF resulted from close to a 50% increase in development costs,
$9,500,000 to $14,000,000. For successful renovation and use of the hotel, together with
successtul management of the Convention Center, TIF assistance is critical because bank
financing of hospitality projects typically requires higher cash equity which TIF is being
requested to enhance the equity position and obtain long term financing. The project
would not move forward without the TIF assistance because of the significant equity
position required for private financing. After renovation the tax increment projection is
$10,700,000 in 2016. Over the next 22 years the valuation increment projection continues



to increase annually to a total in 2038 of $12,800,000. Profitability after debt service is
estimated in the third year to be approximately 6% of gross revenue, with continued
healthy profitability in each succeeding year of the five-year pro _forma. The new City
Center Hotel will generate approximately 200 jobs. In the hotel, it is estimated there will
be 150 employees, 60 full-time positions and 90 part-time positions. In the attached
Convention Center, which will be operated in conjunction with the newly renovated
hotel, there will be an estimated 50 employees with 20-full-time positions and 30 part-
time positions. The management group salaries will range from $35,000 annually to
$100,000 annuatly. Hourly employees will range from $12 per hour to $20 per hour.
Moreover, Oshkosh will enjoy a significantly enhanced reputation as “Wisconsin’s Event
City™ with the availability of this high-quality, full-service lodging and restaurant facility
connected to the Convention Center.

Oshkosh Investors, LLC partners are confident that up-front TIF funding will assist in a refit of the City
Center Hotel’s 128,000 square feet to an upscale, quality hotel with “conference hotel room” services,
resulting in a financially successful hotel and an eagerly sought destination along the City’s riverwalk. It
is a critical component to restoring a high-quality, go-to business and convention hub in downtown
Oshkosh. For detailed information, please refer to the enclosed TIF application, the HMI report and the
pro forma.

We are mindful of the sense of pride the community envisioned when the City first supported this project.
We will implement the renovation in a manner so as to respect and preserve this position and way of
thinking. As quoted in a February 14, 2012, news release, we plan “...to transform the 179-room
waterfront property into a full-service, state-of-the-art business hotel, anchoring the city’s downtown and
serving as an economic catalyst for the entire community.”

Thank you for your time and consideration.

Sincerely,
Oshkosh Investors, LLC

By
Arthur H. Rathjen, Primary Contact for Oshkosh Investors, LLC
President, UW Oshkosh Foundation, Inc.

Enclosures

C: Richard Batley, President, RB Hospitality, LL.C
John Pfefferle, Pfefferle Companies, Inc.



City of Oshkosh
Tax Incremental Financing (TIF)
Application

Please complete and submit the following information to the City of Oshkosh for a more detailed review of
the feasibility of your request for Tax Incremental Financing (TIF) assistance. The application is comprised
of four parts: '
1. Applicant Information
Project/Property Information
Project Narrative
Project Budget/Financial Information
Buyer Certification and Acknowledgement.

Aol o

Where there is not enough space for your response or additional information is requested, please use an
attachment. Use attachments only when necessary and to provide clarifying or additional information.

The Department of Community Development (DCD) reviews all applications for TIF assistance. Failure to
provide all required information in a complete and accurate manner could delay processing of your

application and DCD reserves-the right to reject or halt processing the application for incomplete submittals,

For further information please refer to the “City of Oshkosh Tax Increment Financing Guidelines, Policies &

Procedures”™ document.

Applicant Information:

Legal Name: Pfefferle Companies, Inc. (a Sub-S Corporation) on behalf of Oshkosh
Investors, LLC, owner ‘

Mailing Address: 200 E. Washington Street, Suite #2A, Appleton, W1 54911

Primary Contact: John Pfefferle Telephone:  (920) 730-4280
Art Rathjen (920) 424-7121
E-mail: - JohnP@gewi.com
Rathjen@uwosh.edu FAX:

Attorney:  Rick Knight, (920) 730-4280 Russ Reff (920) 231-8380

. . . . Corporation X
Legal Entity | Individual(s) Joint Tenants Tenants in Common . (Applicant
Partnership Other LLC (Owner) X

If not a Wisconsin corporation/partnership/LLC, state where organized:

Will a new entity be created for ownership? Yes No X
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Principals of existing or proposed corporation/partnership/LLC and extent of ownership interest.

Name Address : Title Interest
1. Oshkosh Hotel 200 E. Washington Street, Suite 2A Partner 50%
Venture, LLC Appleton, WI 54911 ’
2. UW Oshkosh
Foundation 842 Algoma Blvd., Oshkosh WI 54901 | Partner 50%
Hotel Project,
"LLC

Is any owner, member, stockholder, partner, officer or director of any previously identified entities, or
any member of the immediate family of any such person, an employee of the City of Oshkosh?

Yes No X If yes, give the name and relationship of the employee:

Have any of the applicants (including the principals of the corporation/partnership/LLC) ever been
charged or convicted of a misdemeanor or felony? Yes No X

If yes, please furnish details:

Project/Property Summary:

Overall Project Summary and Objectives:

Pfefferle Companies, Inc., a Sub-S Corporation, is making this TIF application on behalf of the owner,
Oshkosh Investors, LLC. It is the intent that the Developer Agreement be in the name of “Pfefferle
Companies, Inc, or assigns” for financing purposes.

Oshkosh Investors, LLC is a partnership formed between the UW Oshkosh Foundation and Oshkosh
Hotel Venture, 1L1.C which includes Richard Batley, President of RB Hospitality; and John Pfefferle,

CEO of Pfefferle Companies, Inc. Oshkosh Investors, LL.C has purchased the downtown City Center
Hotel and plan to collaborate in owning and managing the renovated hotel

Current and Proposed Uses:

The pro forma assumes the 176-room, full service City Center Hotel will be renovated as a mid-priced

to upscale hotel operated as one unit with the newly renovated Convention Center and establishes a

flexible group meeting space in a relatively central portion of the State. The hotel will provide a visible

downtown presence for UW Oshkosh, enhancing image and loyalty to the University by providing

high-quality, nearby lodging for alumni and guests visiting campus for events, job interviews, and"

other visits. The hotel operation may be used as a site for University internships. To increase city

residents’ return on investment, the partners’ plans also call for the revitalized property to, after its

reopening, generate annual scholarship revenue for UW Oshkosh-bound students graduating from
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Oshkosh high schools. Longer term, the partners envision a hotel-based, collaborative, academic

hospitality prosram with partners such as Fox Valley Technical College and UW Stout, already home

to a hospitality major.

Description of End Users:

Pro forma projections assume the hotel will generate 55% of its lodging demand from the Group

market and 45% from transient corporate, commercial and leisure customers.

Property Summary:
Parcel/Land Area 1.03 acres
Building Area 128,000 SF

# of Dwelling Units 176 overnight units __ (approx. 20% of the current shortage)

# of Stories Eight_(8) Stories

# of Parking Spaces Adjacent downtown parking structure

Describe any zoning changes that will be needed: None

Identify any other approvals, permits or licenses (i.e. Liquor License, Health Department, etc):

City of Oshkosh Health Services Division — Restaurant, Hotel, Pool, Whirlpool

City of Oshkosh Operating License — Combination “Class B” License, Mechanical Device, Dance and

Entertainment

State of Wisconsin Department of Commerce — Unfired Pressure Vessel, Boilers 3 vear PTO cycle

State of Wisconsin Dept of Safety and Professional Services — Elevator

Describe briefly what the project will do for the property and neighborhood:
“City Manager Mark Rohloff has been consistent in his belief that reversing the slide of the

downtown hetel connected.to the city-owned convention center is a key objective to continue the

rebirth of downtown and boost the tourism industry for all of Oshkosh. The center has suffered from a

lack of synerey with the neighboring hotel. Unified management and marketing of the hotel and

renovated convention center make the long-term health of both more viable. In addition, the riverwalk

and boat slip projects on the north side of the Fox River are integral pieces of infrastructure that will

aid the hotel.” The Oshkosh Convention and Visitors Bureau has branded Oshkosh as “Wisconsin’s
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Event City” and UW Oshkosh plays a maior‘role in hosting a variety of workshops, meetings,

seminars and conferences. A high-quality hotel will enhance the ability to host such events.
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Project Timetable:

Final Plan/Specification Preparation

March-April 2012

Bidding and Contracting

March-April 2012

Firm Financing Approval

April 2012

Construction/Rehabilitation

April 2012 —March 2013

Landscaping/Site Work

Completed by June 2013

Occupancy/Lease Up

January — March 2013
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Development Team:

Developer:  Oshkosh Investors, LLC

Architect: Hoffman, LLC

Surveyor: N/A

Contractor:  Hoffman, LL.C

Other Members:

Describe Team expertise and experience in developing similar projects:

Local hoteliers Richard Batley of RB Hospitality, LL.C, in Neenah WI, and John Pfefferle of Pfefferle
Companies, Inc., in Appleton WI, join the partnership having helped establish two distinguished and
successful Fox Valley hotel businesses, Batley is an owner and operating partner in both Neenah’s Best
Western Premier Bridgewood Resort Hotel & Conference Center and Appleton’s CopperLeaf
Boutique Hotel & Spa. Pfefferle is the managing partner in the CopperLeaf.

Other Current Team Projects in development:

None

Financial ability of the applicant to complete the project:

Please see Pro forma -- Financial viability reflects $3.5 million of equity investors.
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Project Narrative

Oshkosh Investors, LLC plans to own and manage the City Center Hotel. A $14 million
redevelopment project is proposed, with an upfront TIF request for $2 million and a developer
funded (Pay/Go) T1F request for $1 million. Hoffman LLC conducted a site evaluation on
October 14, 2011, finding the building structurally sound. It is situated on approximately 1.03
acres along the north side of the Fox River at | N. Main Street. The hotel is a larger, single-level
building with a partial mezzanine surrounding an eight-story, reinforced concrete tower. The
entire structure is built on piles including specific piles for the whirlpool and swimming pool. A

“series of hotel brands have occupied the building since its construction in 1985-86. We are not
aware of any environmental conditions affecting redevelopment or renovation.

The renovated facility will become a high-quality, full-service hotel, meeting the lodging,
meeting and dining needs of a variety of guests, including but not limited to, participants in
events at the Convention Center and other events in and around Oshkosh, persons residing in or
visiting Oshkosh for business or employment purposes, and tourists to the Fox River Valley area.
Additional guests will include UW Oshkosh alumni and others attending an estimated 300 events
annually offered by the University, prospective University students and their parents touring
campus, various UW System administrators and other community members on campus for
business meetings, and general visitors to campus. Hotel management will also enter into a
contract with the City of Oshkosh to direct the Convention Center. We estimate 40 to 50
permanent jobs will be available to area citizens with the successful operation of the renovated
hotel. Moreover, Oshkosh will enjoy a significantly enhanced reputation as “Wisconsin’s Event
City” with the availability of this high-quality, full-service lodging and restaurant facility
connected to the Convention Center. Successful operation of the renovated hotel, together with
the Convention Center, will enhance downtown economic development and nurture tourism in
Oshkosh. This helps meet the goals in the City’s Comprehensive Plan land use recommendation.

No structures will be demolished during this redevelopment project, nor will there be any new
construction. Renovation will be internal to the structure (external solely in landscaping). The
finishes of the hotel lobby and public meeting spaces will be renovated to reflect current trends
in hospitality. Accommodations are being revamped to reflect the needs of today’s traveler
including upgrade to the fixtures and finishes to promote healthy and comfortable
accommodations which make the traveler feel at home. The overall hotel structure offers
128,000 square feet of lodging, banquet, meeting, and operational areas. Guests will enjoy a
choice of lodging in 176 rental rooms and suites. With the operation of the Convention Center,
an additional 18,000 square feet of flexible meeting and exhibit space will be available to hotel
guests. Parking is adjacent to the existing hotel structure.

Plans call for hotel occupancy to begin in January, 2013, with final renovation and landscaping
completed in June, 2013. The hotel renovation project was approved by the City of Oshkosh Plan
commission as TID #25 on October 18, 2011.

Plans for “green features” include, but are not limited to, use of energy-efficient windows and
light bulbs, installation of low-consumption toilets, and close examination of existing boilers and



chillers which may have exceeded expected service life. Criteria for replacement of any boilers
and chillers will include energy-efficiency.

As noted in the attached article “Renovation Financing Remains Limited, this is still a very
challenging market. There ave very few lenders who have the ability to try these loans. Most of
the properties that need renovations are suffering with their (net operating income) and lenders
are focused on that. It becomes a chicken-or-egg scenario.”

Renovation and redevelopment funds required to revitalize the City Centre in to a healthy and
vibrant hotel are extensive and costly, and the private market, on its own, has shown little ability
to absorb all of these costs. Lenders are requiring between 50-70% outside equity. The Source
of Funds information provided on page 9 of the application indicates a loan percentage of
approximately 54%. Without the support of an upfront TIF request for $2 million and a
developer funded (Pay/Go) TIF request for $1 million, the loan percentage would increase to
approximately 75%. It is unrealistic to secure financing with an equity percentage of
approximately 25%. In addition, without the requested TIF funding an estimated simple five
vear average return for investors would drop from over 8% to under 2%. The financing and
equity necessary to support the renovation goals and objectives would not be feasible without the
requested TIF funding.

In addition, the developer contends that based on reports provided by HMI and Vitale, the
average daily room rates provided in the attached proforma are competitive. Increasing the
average daily room rate would have a negative impact on the occupancy percentage reducing the
net operating income.

The downtown is an exceptional area and deserves a first class hotel. An outlay of TIF funds to
support this project will leverage benefits, beyond property value growth such as the creation of
new jobs that support new consumer income which is reinvested in local businesses.

54



Project Budget/Financial Information:

Seurces and Uses of Funds

Identify the sources of funds uses to finance the project. Typical sources include equity, lender financing,
mezzanine financing, government financing, other anticipated types of public assistance, and any other types

or methods of financing,

Uses of Funds:

Amount ($)

$ per SF of Building Area

Hotel Acquisition/Soft & Hard Renovation Costs

514,000,660

$109.38

Demolition

Environmental Remediation

Site Clearance and Preparation

Soft Costs/ Fees

Soft Cost Contingency

Hard Construction Costs/Renovation

Total Project Costs

$14,000,000

$109.38

Sources of Funds:

Equity

% of total project costs

Develeper Equity/UWO Foundation /Oshkosh
Hotel Venture

$2,100,000

15%

Other Equity (Investors)

$1,400,000

Total Equity

$3,500,000

Loans

Rate Term

Construction Financing

% mos.

Permaneni Financing/Bond and/or Bank

$7,500,000

5% 20yrs.

54%

TIF Assistance ($2M up front, $1M
developer funded)

$3,000,000

Other ( )

%

Total Sources of Funds

$14,600,000

100%

55




Financing:

Source Amount Terms: Contact Information
Years/Interest

Equity: (Investors — Common) $3,500,000

Loans: (4% for 20 years) $7,500,000

TIF ($2M up front, $1M “pay-go™) ' $3,000,000 |
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Pro Forma Income and Expense Schedule:
Apphcants whose projects involve the rental of commercial, retail, industrial, or living units must submit pro
JSormas that identify income and expense projections on an annual basis for an eleven-year period. A
hypothetical property reversion is to be assumed. Clearly identify all assumptions (such as absorption,
vacancies, debt service, operational costs, etc.) that serve as the basis for the pro formas. Two sets of pro
Jformas are to be submitted. The first set should show the pro_]ect without TTF assistance and the second set
with TIF assistance.

For owner-occupied industrial and commercial projects, detailed financial information must be presented that
supports the need for financial assistance (see below).

Analysis of Financial Need:
Each application must include financial analyses that demonstrate the need for TIF assistance. Two analyses
must be submitted: one without TIF assistance and one with TIF assistance. The applicant must indicate
the minimum return or profit the applicant needs to proceed with the project and rationale for this minimum
return or profit. The analyses will necessarily differ according to the type of project that is being developed.

Rental Property For projects involving rental of space by the developer to tenants (tenants include offices,
retail stores, industrial companies, and households), an internal rate of return on equity must be computed
with and without TIF assistance based on the pro_forma of income and expense prepared for the Income and
Expense Schedule above. The reversion at the end of the ten-year holding period must be based on the
capitalized 11™ year net operating income. The reversionary value is then added to the 10™ year cash flow
before discounting to present value. State all assumptions to the analyses.

For Sale Residential Show profit as a percent of project cost (minus developer fee and overhead and minus
sales commissions and closing costs, which should be subtracted from gross sales revenue). Other measures
of profitability may be submitted, such as profit as a percent of sales revenue. .

Mixed Use C'ognmercial / For-Sale Residential Provide either separate analyses for each component of the
project or include in the revenue sources for the for-sale portion, the sale value of the commercial component
based on the net operating income of the commercial space at stabilization. Indicate how the sale value was
derived.

Owner-Occupied Commercial For projects such as “big-box” retail projects, provide copies of the analyses
that the company to meet or exceed the company’s minimum investment threshold(s) for proceeding with the
project.

Competitive Projects In instances where the City is competing with other jurisdictions for the project (e.g.,
corporate headquarters, new manufacturing plant), present detailed analyses that demonstrate the capital and
operating cost differential between the proposed location(s) in Oshkosh and locations that are seriously being
considered by the applicant.
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Professional Studies:

Market Studies Applications for commercial and residential projects must include a comprehensive market
study. The market must identify target markets, analysis of competition, demographics, market rents, letters
of intent/interest from prospective tenants, or for housing developments sale prices or rental rates of
comparable properties.

Appraisal All projects that involve the transfer of land must include a recent appraisal. Projects that include
land as a form of equity or collateral must also submit a recent appraisal. The appraisal must value the
property “as is,” and the impact on value must be considered for such items as demolition, environmental
remediation, relocation of utilities, lease buy-outs, and other work necessary to make the site developable.
The property must be valued assuming that the highest and best use it the proposed use.

Narrative Attachments:

1. Summary Letter

Provide a summary of the project in the form of a letter addressed to the City Manager. The letter should not
exceed two (2) pages in length and should include only the following essential information about the project:

¢ Description of site or building ¢ Overview of private-sector financing
o Current and proposed uses ¢  Amount of TIF assistance requested
Statement regarding why TIF is essential and

* Description of end users why the “but for” provision will be met

e Project start and end dates ¢ Summary of increment projections

e Name of developer and owner e Profitability

o Total development costs . Descpptlon of public benefits, including job
creation

2. Project Narrative

Provide an in-depth overview of the project in narrative format. The narrative must include a description of
the following aspects of the project:
¢ Current condition of the sitc and historical overview that includes the size and condition of any
existing structures, environmental conditions, and past uses of the site
. Proposed use(s) of project (e.g. industrial, commercial, retail, office, residential for sale or for rental,
senior housing, etc.)
¢ Construction information about the project including: size of any existing structure to be demolished
or rehabbed; size of any new construction: types of construction materials (structural and finish);
delineation of square foot allocation by use; total number and individual square footage of residential
units: type of residential units (e.g. for-sale, rental, condominium, single-family, etc); number of
affordable residential units; number and type of parking spaces; and construction phasing
e Ifin an existing TID or redevelopment area, confirm that this project is consistent with the goals and
objectives in the Project or Redevelopment Plan.
s A summary of the proposed “green” features to be included in the project — All projects that receive
TIF assistance are encouraged to include environmentally friendly features.



Filing Requirements, Notes, Certification and Agreement:

Filing Requirements

You must provide all of the following items with your signed application:

1.

Notes

Fee. An application fee of 1% of the requested TTF assistance or $10,000, whichever is greater. This
fee is to cover City costs associated with evaluating the TIF application and does not cover the use of
outside consultants, which if required will be paid for by the applicant. Make your check payable to
the City of Oshkosh.

Site Maps. Provide a map that shows the location of the site. Also provide a map that focuses on the
project and its immediate surroundings. Both maps should be no larger than 11x17 inches. Larger
maps will be required for projects presented to the Plan Commission, Redevelopment Authority, or
Common Council.

Project Renderings. Provide preliminary architectural drawings, plans and renderings for the
project. These drawings should be no larger than 11x17 inches. Larger maps will be required for
projects presented to the Plan Commission, Redevelopment Authority, or Common Council.

The City charges an administrative fee of 5% of the annual tax increment revenue.
If the project requires planning and zoning approvals, you must make these applications concurrent
with this request.

Agreement

1, by signing this application, agree to the following:

L.
2.
3.

1 have read and will abide by all the requirements of the City for tax increment financing.

The information submitted is correct.

I agree to pay all costs involved in the legal and fiscal review of this project. These costs include may
include, but not be limited to, bond counsel, outside legal assistance, and outside financial assistance,
and all costs involved in the issuance of the bonds or loans to finance the project.

I understand that the City reserves the right to deny final approval, regardless of preliminary approval
or the degree of construction completed before application for final approval.

The undersigned authorizes the City of Oshkosh to check credit references and verify financial and
other information,

The undersigned also agrees to provide any additional information as may be requested by the City

~ after filing of this application.

Applicant Name Date
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RESTRICTED USE APPRAISAL REPORT OF
CITY CENTER HOTEL
A FULL-SERVICE HOTEL
LOCATED AT 1 NORTH MAIN STREET
IN THE CITY OF OSHKOSH,
WINNEBAGO COUNTY, WISCONSIN

Prepared For:
Mr. John Pfefferle

Chairman/CEQ
Pfefferle Companies, inc.
200 E. Washington Street, Suite 2A
Appleton, Wisconsin 54911

Date Issued: February 3, 2012

VRA Project Number; 12022~

VITALE REALTY ADVISORS, LLC

REAL ESTATE VALUATION AND CONSULTING
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Brookfield, Wi 53005 .
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VITALE REALTY ADVISORS, LLC

REAL ESTATE VALUATION AND CONSULTING

February 3, 2012

Mr. John Pfefferle

Chairman/CEQ

Pfefferle Companies, Inc. _ TEL: (920) 968-4700
200 E. Washington Street, Suite 2A FAX: {920) 968-4300
Appleton, Wisconsin 54911 EMAIL: jehnp@gepwi.com

Re: Appraisal of City Center Hotei in the City of Oshkosh, Winnebago County, Wisconsin.

Dear Mr. Pfefferie:

In accordance with your request, we have completed a Restricted Use Appraisal Report of the City
Center Hotel at 1 North Main Street in the City of Oshkosh, Winnehago County, Wisconsin. The City
Center Hotel is a full-service hotel that was built in 1986. The structure is an eight-story reinforced
concrete structure with a brick and reflective glass exterior that {otals about 118,350 square feet. This
size includes an approximately 5,500-square foot mezzanine for maintenance operations and storage.
The City Center Hotel has a full-service restaurant and lounge, indoor swimming pool and whirlpool,
game room, filness center and about 6,507 square feet of function space and meeting rooms. The
hotel originally opened as a Radisson hotel and also operated as a Hilton hotel. The hotel currently
operates as an independent hotel and does not have a national flag.

The 1.03-acre site is within the central business district of Oshkosh and borders the Fox River to the
south. The Fox River flows into Lake Winnebago about ¥4 mile to the east. The site is at the
southwest comer of the Main Street and Ceape Avenue intersection. The hotel is attached to the
18,000-square foot Oshkosh Convention Center via a skywalk over Main Street. The city-owned
Oshkosh Convention Center is on the east side of Main Street and has historically been operated by
the owners of the subject hotel. The subject hotel is also connected to a three-story parking ramp to
the west. The subject relies on this ramp for its parking needs. The subject site is serviced by all
municipal utilities including gas, electric, sewer, water and telephone. Access, visibility and site
improvements appear adequate and reasonable for the subject's current use as & hotel.

The subject hotel reportedly sold in May 2009 for $2,006,250, or $11,208 per room. The hotel was
purchased via bank auction following foreclosure of the property. According to public records, the
hotel is currently owned by Nashco Hospitality Group, LLC. At the time of inspection, the subject
hotel was in poor-to-fair condition. The hotel ceased food and beverage operations in October 2011
after failing a City inspection of the kitchen. Therefore, the restaurant and lounge are currently ciosed
and the function space is significantly underutilized. The swimming pool and whirlpool were also
closed around the same time due to not being in code compliance with the Virginia Baker Act. The
pools have been drained and that area is currently closed to guests. The whirlpool also leaks /
significantly. Guest rooms and other common areas toured were also dated and in poor-to-fair
condition. While we were not provided with current financial statements for the hotel, operating
performance at the City Center Hotel reportedly has been adversely and materially affected by its
physical condition and the closing of the amenities listed earlier.

12660 W. North Avenue E-mail Address TEL: 262-782-7990

Brooitfield, Wl 53005 steve@vitaleappraisal.com FAX: 262-782-7590
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Purpose and Intended Use of the Assignment

This appraisal has two distinct purposes. The first purpose is o estimate a current market valug for
the City Center Hotel in its present condition. The effective date of value for this “As Is” scenario is
February 1, 2012, which is considered a current date. The second purpose is {o estimate a
prospective market value for the City Center Hotel, following proposed renovations and re-flagging of
the hotel by a national franchise. This prospective market value also assumes stabilization of hotel
operations following renovations and franchising. The appraisers assume stabilization will occur in
about three years; therefore, the effective date of value for the “As Stabilized” scenario is January 1,
2015. Additional assumptions related to this prospective market value are presented later in this
report. The value conclusions include all righis in realty (land and building), personalty, and infangible
business assets on a “going-concern” basis. Ownership in the property is assumed to include a fee
simple interest in the land and improvements on a “geing concern® basis. We understand the
intended use of the report is to assist in internal planning purposes by potential buyers of the property.

Definition of "Market Value™
"Market Value" is defined in accordance with the directive of Banking Circular #225 and Paragraph
34.42 of the OCC final rule issued by the Comptroller of the Currency as follows:

The most probable price which a property should bring in a competitive and open market
under all conditions requisite to a fair sale, the buyer and seller, each acting prudently, and
knowledgeably, and assuming the price is not affected by undue stimulus. Implicit in this
definition is the consummation of a sale as of a specified date and the passing of title from
seller to buyer under conditions whereby:

s Buyer and seller are lypically motivated;

+ Both parties are well informed or well advised, and acting in what they considered their own
best interests;

+ A reasonable time is allowed for exposure in the open market,
Payment is made in terms of cash in U.S. dollars or in terms of financial arrangements
comparable thereto; and

» The price represents the normal consideration for the property sold unaffected by special or
creative financing or sales concessions granted by anyone associated with the sale.

Property Rights Appraised

The property rights appraised includes the fee simple interest of the subject property. The fee simple
estate as presented in the Thirteenth Edition of The Aggra:sal of Real Estate as published by the
Appraisal Institule is defined as:

A fee simple estate implies absolute ownership unencumbered by any other interest or estate,
subiect only to the limitations imposed by the governmental powers of taxation, eminent
domain, police power, and escheat.

Hotels are commonly appraised on a going-concern basis because the physical real estate assets are
integrated parts of an ongoing business and, as such, market values for the land and building are
difficult, if not impossible, to segregate. We have assumed all praperty rights inciuding fee ownership
of the land are included in our estimate of market value.

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting
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The definition of "going-concern value" as presented in the Thirfeenth Edition of The Appraisal of Real
Estate as published by the Appraisal Institute is:

"Going-concern value is the value created by a proven property operation. it includes the
incremental value associated with the business concern, which is distinct from the value of the
real estate only. Going-concern vaiue includes an intangible enhancement of the value of an
operating business enterprise which Is produced by the assemblage of the land, building,
laber, equipment, and marketing operation, This process leads to an economically viable
business that is expected to continue. Going-concern value refers to the total value of a
property, including both real property and intangible persenal property attributed to business
value."

Appraisal Standards
The appraisal is subject to the Code of Ethics and Uniform Standards of Professional Appraisal

Practice (USPAP) of the Appraisal Foundation. The structure of the final written appraisal is that of a
Restricted Use Appraisal Report. The Restricted Use Appraisal Report contains a brief statement of
information significant to the solution of the appraisal problem. This type of report is not presented as
a full narrative report. Further, a Restricted Use Appraisal Report includes a use restriction that limits
the reliance of the report to the client and considers anyone else using the report an unintended user.
A Restricted Use Appraisal Report is intended for situations where the client is famitiar with the real
estate being appraised. Supporting data is retained within our workpapers.

Limitations on Use and Applicability of Conclusions

This appraisal was prepared for the sole and exclusive use of the identified client, Mr. John Pfefferle,
who is a potential investor in the prospective purchase of the City Center Hotel. This report is
intended for his use and his designated representatives. All others are not considered authorized
users of the appraisal. Neither the appraisal report, the materiais submitted nor our firm name may
be used in any prospectus or printed materials prepared in connection with the potential sale of the
property or sale of securities of participation interests to the public.

The appraisal report is made subject to the Statement of Assumptions and Limiting Conditions contained
in the Appendix of this report. In addition, this appraisal report is subject to the following extraordinary
assumptions and hypothstical conditions:

« The hotel is currently in poor-to-fair condition. Significant costs would need to be incurred tc
return the hotel to optimal operating condition and re-flag the hotel with a national franchise.
The appraiser applies an estimate of $3,000,000 to account for these costs. This estimate is
based upon conversations with property representatives. Should our estimate of these costs
differ significantly from actual costs, we reserve the right to modify our analysis and
conclusions accordingly. We also assume that any planned renovations, repairs or
demolition {o the property will be constructed using good workmanship and quality materials
or appropriate care. Should the actual work lack these qualities, we reserve the right to adjust
our analysis and conclusions accordingly.

» The subject hotel has historically had a room count of 179. However, three of these rooms do
not have beds and have been used as hospitality suites in the past. In addition, the hotel
currently does not offer any multi-room suites. The appraisers have assumed the three
hospitality suites would be combined with adjacent rooms to create three multi-room suites.

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting
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Therefore, in our analysis, we apply room count of 176 rooms. Should the actual room count
at the newly renavated hotel differ from our assumed room count of 1786, we reserve the right
to adjust our analysis and conclusions accordingly.

The subject holel is adjacent and connected to a three-story parking ramp. The subject relies
on this ramp for its parking needs. The client believes this ramp is owned by the City of
Oshkosh with the underlying land being owned by a third party. The client believes that the
city is responsible for both the maintenance and operation of the ramp. The client assumes it
will not incur any charges for using the parking ramp in the future. We apply this assumption
to our analysis. Should the subject hotel incur expenses for using this parking structure in the
future, we reserve the right to modify our analysis and conclusions accordingly. Please nole
that city officials have a conflicting opinion of both the ownership and future operational status
of the parking ramp. A representative of the City of Oshkosh told the appraisers it is their
belief that the parking ramp is owned by the hotel. They also believe that in exchange for
maintenance services by the city in the future, the city would require rent payments from the
subject hotel.

The client provided the appraiser with two sets of projections for the hotel, assuming
completion of the detail reservation. These projections were prepared by Hospitality
Marketers International, Inc., and Richard Batley, a potential investor in this project,
respectively. Our financial projections partially rely on these market studies. Should these
market studies change significantly or actual performance deviate significantly from these
markel studies, we reserve the right to adjust our analysis and conclusions accordingly.

Our analysis of the City Center Hotel for the As Stabilized scenario assumes the subject hotel
will operate the adjacent Oshkosh Convention Center, which is owned by the City of Oshkosh.
The client provided us with preliminary terms for that agreement. The client tentatively
believes that with ownership of the Clty Center Hotel they will be allowed to operate the
Oshkosh Convention Center in exchange for 5.0 percent of revenue from these operations.
However, this agreement is tentative. Should the terms of the Oshkosh Convention Center
lease differ significantly than its represenitation in this report, we reserve the right to adjust our
analysis and conclusions accordingly.

The client is a potential investar in the purchase of the City Center Hotel. Ancother potential
investor, either directly or indirectly, in this project is the University of Wisconsin-Oshkosh.
According to the client, the university intends to be a significant provider of guest demand at
the renovated hotel. The university is host to numerous athletic and academic functions and
the client believes up to 25 percent of demand could be provided by this source. Our
projections assume University of Wisconsin-Oshkosh is directly involved and a significant
demand generator for the hotel. Should the University of Wisconsin-Oshkash either not
partner in this investment and/or direct sufficient demand to the newly renovated City Centfer
Hotel, we reserve the right lo adjust her analysis inclusions accordingly.

The As Stabilized scenario assumes the completion of an extensive renovation of the hotel.
Should these improvements be materially delayed or not eventually occur, we reserve the
right to adjust all of our analysis and conclusions accordingly.

Vitale Realty Advisors, LLC Real Estate Valuation and Consuiting
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Scope of Work
The scope of work for the appraisal encompasses the necessary research and analysis to develop an

appraisal opinion and to prepare an appraisal report, in accordance with the intended use and with the
Uniform Standards of Professional Appraisal Practice (USPAP). The scope of the appraisal
consisted of conducting a physical inspection of the property, assembling and analyzing comparable
data collected from numerous market sources, applying appropriate valuation techniques and
developing final value conclusions based on a reconciliation of the applied approaches to value. The
subject hotel and adjacent Oshkosh Convention Center was inspected by S. Steven Vitale, MAl and
Ryan Sikorski on January 31, 2012. The appraiser also reviewed an earlier Vitale Realty Advisors
(VRA) appraisal of the subject hotel, identified as VRA Project No. 9803. This appraisal was issued
on August 28, 1998. Two sets of operating projections were also provided by the client. These
projections were prepared by Hospitality Marketers International, inc., and Richard Batley, a potential
investor in this project, respectively. We believe we meet the competency requirement per Uniform
Standards of Professional Appraisal Practice (USPAP) to appraise the subject based upon our past
experience with the appraisal of hotels throughout the State of Wisconsin as well as our educational
experience.

Vzaluation Methodology ‘
In our analysis of the subject, all three approaches to value {Cost, Sales Comparison and income)

were considered. These are the approaches approved by the Appraisal Institute. We have not
developed a Cost Approach. Accrued depreciation is often difficult to estimate, particularly for a hotsl
as old as the subject. This calculation diminishes the reliability of the Cost Approach. Also, most
buyers do not consider replacement cost a major input in their calculation of value. We have
considered and performed the Sales Comparison and Income Approaches in valuing the subject hotel
for both scenarios. The Sales Comparison Approach emphasizes the physical elements of the
subject hotel. The Sales Comparison Approach is usually not a primary indicator of value for hotel
buildings due 1o an insufficient number of truly comparabie sales, which are required to establish the
existence of an active market for any given property. However, due to the availability of a material
number of relevant transactions, the Sales Comparison Approach is considered an indicator of value
for the subject for both scenarios. For each scenario, we present a separate set of sales.

income producing real estate is developed, owned and operated with the objective of creating value
by renting space to users who will pay rates high enough to cover all operating expenses, fixed costs
and to produce a profit on, as well as a return of, the original investment. Therefore, the value of the
income-producing real estate is typically determined by the amount of net income the property is
expected to generate as well as by the rates of return on alternative investments available. We
develop Income Approaches for both scenarios; however, the Income Approach is only considered an
indicator of vaiue for the As Stabilized scenario. We will explain why the Income Approach Is not
considered an indicator of vaiue for the As is scenario in the following section.

For the As Stabilized scenario, significant costs would be incurred in order to renovate the hotel o a
condition which is sufficient to support both a reputable national franchise and joint operations with
the Oshkosh Convention Center. Guest rooms would need to be entirely renovated, consisting of
replacing floor finishes such as carpeting and tile, bathroom fixtures, furniture and soft goods.
Finishes within corridors would also need to be replaced. The swimming pool and whirlpool would
need to be repaired and upgraded while the exercise room and game room would need to be
replaced entirely. While much of the kitchen equipment is likely repairable, function and meeting
spaces within the City Center Hotel would need significant renovation and additional equipment.

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting
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Finally, the restaurant and lounge would need o be renovated to allow a competent restaurateur to
successfully run this business. The prospective owner is considering opening a Ground Round
franchise at this location in this brand would require a full renovation.

The client provided the appraisers with a January 2012 estimate for these renovations by Hoffman,
Inc., which is presented in the Appendix. According to this report, a total conceptual construction
budget is estimated at $11,264,286. The client stated this is the only renovation estimate they have
solicited in this project. Property representatives estimate they can perform similar renovations for a
total cost of about $9,000,000. The appraiser assumes this latter {otal is appropriate and applies an
estimate of $9,000,000 to account for renovation costs. To determine & current market value of the
subject, we deduct the estimated costs of these repairs and renovations, or approximately
$9,000,000, from our initial value conclusion, which is considered As Complete, for each approach o
arrive at-a current market value, which is considered As is.

The subject hotel has historically had a room count of 179. However, three of these rooms do not
have beds and have been used as hospitality suites in the past. In addition, the hotel currently does
not offer any multi-room suites. The appraisers have assumed the three hospitality suites would be
combined with adjacent rooms to create three multi-room suites. Therefore, in our analysis, we apply
room count of 176 rooms.

Valuation Analysis — As Is Scenario

Sales Comparison Apnroach

This scenario estimates a current market value for the City Center Hotel in its present condition. For
the Sales Comparison Approach, we select and present 11 hotel sales, including the May 2009 sale
of the City Center Hotel, which are presented on the following page.

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting
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HOTEL SALES SUMMARY - AS IS SCENARIO
) ) " “Building ADR/ Tolal Sale Sale
Sale Property Name/ Sale Year Buil/ Size (SF)/ Occupancy Sales Pricel Price/ Cap.
No. lLocation Date #Rooms SF/Room  RevPAR _Price Room SF Rate GRRM GRM
1 City Center Hotel May-09 1986 118,350 $58.00 $2,006250 $11,208 $16.95 NM 176 128
(Subj.) Oshkosh, Winnebago Cao,, WI 178 £61 30.0%
$17.40
2 Best Western MNav-11 19712000 73,560 357,88  $3,000,000 $27,027 $4078 8.25% 186 1.78 .
Kenosha, Kenosha Co., WI 114 683 65.2%
$37.77
3 BestWestern May-11 1994 157,525 $61.67 32,500,000 525253 $165.87 1.34% 192 174
Perfage, Columbia Go., Wi 99 1,591 47.0%
$28.86
4 BestWesfern Grand Seasons Mar-11  1888/1993 74,307 $81.74  $2,700,000 530,000 $36.34 M 185 114
Waupaca, Waupaca Co., W| S0 826 - 54.4%
$44.50
5 Howard Johnaon Nov-10 1970 50,833 NA $2,100,000  $23.077  $41.31 NA NA, NA
Milwaukee, Milwaukee Co., WI H 553 NA
NA
6 Best Western Midway Aug-10  19668/2003 18,198  $100.00 $5200,600 $35862 §$4398 1221% 218 1.39
Astwaubenon, Brown Co,, W 145 815 45,0%
$45.00
7 Best Western Midway Feb-1) 1972 91,000 $892, 78  $3,225000 $27101 §3544 9.09% 141 096
LaCrosse, LaCrosse Co., W 118 765 82.7%
$51.86
8 BestWestern Sep-0¢ 1969/2006 76,168 $62,28 $1,550,600 $15878 $20.35 NM 120 073
T. of Rib Mountain, Marathon Co., Wl ar 785 58.3%
$36.31
8 BestWestern Jul-09  1971/2004 59,128 $84.02 52,150,000 $20476 $36.38 7.80% 684 1.54
T. of Grand Chute, Outagamie Co., Wi 1086 563 40.2%
$33.78
10 Ramada Plaza Jun-09  1923/2005 109,762 $73.33  $2,450,000 $18,561 $22.32 NM 144 (.84
Fond du Lag, Fond du Lac Co., W 132 832 47.0% :
$34.44
11 Hotel Mead & CC Feb-08 1951/1G88 01,822 NA $2,880,000 $18,344  $31.37 NA NA NA
Wisconsin Rapids, Woed Co., W 157 582 NA
. NA
Summary Statistles .
Notes: Tatat Prices Pricef Cap.
1. RevPAR is revenue per available room. Price Room SF Rate |1 GRRM{ GRM
2, ADR is average daily room rate. Min _$1.6550.000 | $11,208 | 51587 1 7.80% 20 | 0.73
3. Cap. Rate is imputed overall capitallzation rate. {Viax 35 200 000 36,864 | 343001 14.21% 1 2.18 | 1.78
4. GRM is gross revenue multipler, Avg. - $2.705,568 22,800 1 33101 1 9.74% | 171 | 1,28
5. GRRM is-gross room revenue muflipller. . Median | $2,600000 | $23,077 | 83544 | 908% | 1.78 | 1285
Vitale Realty Advisors, LLC 7 Real Estate Valuation and Consulting
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Asls Scenar:o Sales Comparison Approach {continued

The transactions on the previous page range in sale date from February 2008 to November 2011 and
are all fuil-service hotels. Seven of the hotels were flagged by Best Western at the time of sale, which
is a potential flag for the subject in the future. The original construction dates of the 11 sales range
from 1823 to 1994; however, most of the sales were built in the 1970s and 1880s, which is similar to
the construction date of the subject (1986). The sales range in total purchase price from $1,550,000
to $5,200,000 with an average of $2,705,568 and a median of $2,500,000,

in this section, we analyze the current market value of the 176 rooms at the subject hotel in
comparison to the sales presented earlier in terms of only price per room. We were not provided with
historical or projected revenue totals for the subject in its current condition; therefore, such metrics
were not applicable to the As Is scenario. We also did not utilize price per square foot as a metric the
As Is scenario. Varying proportions of space devoted to public and guest room uses between the
subject and the sales diminished its reliability.

On a unit basis, the sales range from $11,208 to $35,862 per room with an average of $22,990 per
room and a median of $23,077 per room. The May 2009 sale of the subject hotel represents the
lowest per room sale price of the set at $11,208 per room. Please note market conditions in the
intervening two-plus years have deteriorated both in the national and local economy and national and
local hospitality industry. All eise equal, one would expect a hotel to sell at a lower price now than in
May 2009. In addition, an important factor in driving the sale prices of hotel investment properties is
the financial performance of the properties. Our analysis focused on RevPAR leveis. Excluding the
subject property, the sales produced RevPARs ranging from $28.86 to $51.86. As with price per
room, the May 2009 sale of the City Center Hotel also produced the lowest RevPAR of the set at
$17.40 per night. While we were not provided historical financials, financial performance at the
subject hotel has reportedly declined significantly from its relatively low levels near the time of sale.

Relatively poor market conditions and financial performance at the City Center Hotel coupled with its
poor-to-fair condition suggest an appropriate current market value for the subject hotel in its present
condition to be well below the unit values of the sales presented. We select and apply a unit price of
$6,000 per room for the As s scenario. Based on the unit value of $6,000 and 176 guest rooms, the
indicated value from this analysis is $1,056,000, rounded to $1,060,000. As such, our concluded As
Is market value for the City Center Hotel and through the Sales Comparison Approach is $1,060,000,

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting
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As Is Scenario — Income Approach

Our analysis of an As |s scenario through the Income Approach assumes completion of the
renovations detailed earlier. We deduct the estimated costs of these repairs and renovations, or
approximately $9,000,000, from our initial value conclusion (As Complete) to arrive at a current
market value (As Is). Due to the forecasted variations in the shori-term income stream, we apply the
discounted cash flow {DCF) technique. Qur DCF analysis applies a five-year projection period.

We requested but were not provided with historical financial statements for the subject hotel.
Therefore, our projection of a forward operating statement for the subject is based on a review of
industry standards, the income statements of comparable lodging properties and two sets of
projections provided by the client. These projections were prepared by Hospitality Marketers
International, Inc., and Richard Batley, a potential investor in this project, respectively. Both sets of
client provided projections are presented in the Appendix. An exhibit presenting Vitale Realty
Advisors' (VRA) projected operating results for the subject over the next five years for a renovated
City Center Hotel is presented on the foliowing page.
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Mr. John Pfefferle
February 3, 2012
Page 11

As Is Scenario — Income Approach (continued)
A summary of forecasted net operating income (NQI) at the subject hotel by the appraiser, VRA, is
provided in the following table.

City Center Hotel
Oshkosh, Wisconsin
Summary of VRA Projected Net Operating Income
Fiscal Year Net Operating [ncome % of Total Revenue
1 $456,619 * 9.0%
2 $827,010 12.2%
3 $1,289,808 16.3%
4 $1,318,747 16.3%
5 $1,348,310 16.2%

After subtracting the projected operating expenses from revenues, the resulting net operating income
(NOI) for the subject ranges from 9.0 to 16.2 percent of total revenue. We rely on market indicators
to see if our NOI estimates are reasonable. Within the Host 2011: U.S Hotel Operating Statistics
Study by STR, the average NOI margin for all full-service hotels was reported to be 18.1 percent of
total revenue and all limited-service hotels was 34.2 percent. Within the 2011 Trends in the Hotel
Industry by PKF, the average NOI margin for ail full-service hotels was reported to be 20.6 percent of
total revenue. The average NOI margin for all limited-service hotels was reported at 33.9 percent of
total revenue. The range of values cited by the national studies indicates operating margins higher
than the VRA forecast. Based on market information, we believe our forecast is reasonable and
supported by this data.

The DCF approach estimates the value of the subject hotel as of a current valuation date by
discounting the projected level of income and expenses of the subject at an appropriate discount rate
that reflects the riskiness of the income stream relative to alternative investments available in the
market. The reversion value is estimated using a direct capitalization technigue, which uses an
estimate of pro;ected levels of income for a stabilized pro forma year, then capitalizes the resulting
net operating income at an appropriate overall capitalization rate (OAR).

To arrive at a discount rate and reversion capitalization rate for this period, we analyzed surveys of
investment criteria and data regarding hotel investments including studies published by
RealtyRates.com, and PricewaterhouseCoopers (PwC Real Estate Investor Survey). We also
analyzed recent sales. We apply a discount rate of 13.00 percent to the cash flows and a reversion
capitalization rate of 10.50 percent in our discounted cash flow model.

A summary of our discounted cash flow analysis and reversion calculation is presented on the next
page. After deducting estimated renovation costs of $3,000,000, a current market vaiue of $160,000
for the subject under an As Is scenario is indicated. This conclusion is determined to be unreliable.
The main reason we conciude it is unreliable is the magnitude of difference between the absolute
values of our As Stabilized value conclusion and renovation costs versus our As Is value conclusion
allows immaterial incremental changes to our projections to create material changes in the As Is
value, Therefore, we have concluded that the Income Approach is lnconc!uswe in determining the
market value of the City Center Hote! on an As s basis.

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting
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Mr. John Pfefferle
February 3, 2012
Page 13

Valuation Analysis — As Stabilized Scenario

Sales Comparison Apbroach

This scenario estimates a prospective market value for the City Center Hotel, assuming completion of
the described renovations and stabilization of hotel operations. We select and present seven hotel
sales, which are presented in the table below.

HOTEL SALES SUMMARY - AS STABILIZED SCENARIO
Baiitding ADRY " Totat Sale Sale
Sale Property Name/ Sale  Year Bull Slze (SFY  Occupancy  Sales Pricef  Price/  Cap.
Ng, ELocation Dale  # Rooms  SF/Hoom RevPAR Price Room SF Aate  GRRM GRM
1 Holiday inn Express Feb-10 1886 AB,B22 $87.49  $4.500,000 $60,000 $02.55 9.56% 289 2384
Cnalaska, La Crosse Co., Wi 75 848 73.8%
$64.52
2 Lodge atCedar Creek Aug-09 2004 174,872 $93.55 5270000 $44.706 $35.85 NM 257 1.3
V/, of Rethsehild, Marathon Co., WI 140 1.248 50,8%
$47.85
3 Hampton Inn Jand8  1988/2008 52,520 $103.00 $10,500000 $02,105 §$199.66 10.72% 371 2.67
Ashwaubenan, Brown Co,, Wi 114 451 56.0%
$87.98
4  Hamptoen Inn Dec08 1997 51,833 $90.01 $9,000,000  $341%2 $173.30 11.53% 3.56 348
Cnalaska, La Crossa Co., WI 107 485 72.0%
$64.91
5 Wingate Inn Apr-08 2000-1 40,870 362,43  $6,200000 §77.6500 $151.70 885% 342 328
Ashwaubenar, Brown Co., Wi 80 &11 75.5%
$8207
6 Tundra Lodge Resort DecO7 2003 158,990 $149,06 $12,B00,000 §75.012 $80.51 NA 207 171
Green Bay, Brown Co., WI 162 981 70.3%
$104.75
7 Regency Suites Mar07 1985/2008 280,558 NA $17,000,000 370,248 $84.76 MNA Na  NA
(Nnw Hotel Siemma) i 242 824 NA
Green Day, Brovm Co., Wi NA
féurﬁma{*— Statistics
himias: Total Pricef Prices Cap.
% RevPAR is revonue per avafiable mont. Price Reom SF Rate [GRRM| GRM
2. ADR is average dally reom rate. Min 4,500,600 ¢ 344,786 | $35.85 | B85% | 2.07 | 1.1
3. Cap. Rate is imputed owerall capilaization sate, Max F17,000,000 § §62,708 | §100.66] 14.53% [ 371 | 4.6/
4. GRM is gross revenue muitipiier, Medlan $9,000,000 ;| $77,500 | $9285 | 16.14% | 316 | 506
5. GRRM I5 gross room revanues mullipiier, ) A, 89,467,140 1 372,538 [ 3016011 10:17% | 304 | 272

The transactions range in sale date from March 2007 to February 2010. They include both limited-
and full-service hotels; however, our search focused on relatively strong performing hotels. The
original construction dates of the seven sales range from 1985 to 2004; however, most of the sales
were recently renovated at the time of sale as the subject is assumed to be in this scenario. The
sales range in total purchase price from $4,500,000 to $17,000,000 with an average of $9,467,143
and a median of $9,000,000.

In this section, we analyze the prospective market value of the 176 rooms at the subject hotel in
comparison to the sales presented earlier in terms of both price per room and Gross Revenue

Multiplier (GRM) as the City Center Hotel is assumed to be a full-service hotel with significant food
and beverage and banquet operations.

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting
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When analyzing both sets of sales in this report, 11 transactions are full-service hotels with revenue
information available to the appraisers. These sales produced pro forma GRMs ranging from 0.73 to
1.78, with an average of 1.31 and a median of 1.31. VRA concludes an appropriate GRM for the
Stabilized scenario to be above the group statistics of these sales. We apply this multiplier to the
stabilized gross revenue total of $7,907,312, as projected within the Income Approach. This
calculation ($7,907,312 x 1.50 = $11,860,968) results in a rounded value indication of $11,860,000, or
$67,386 per guest room.

On a unit basis, the seven sales range from $44,786 to $92,105 per room with an average of $77,500
per room and a median of $72,538 per room. Once again, our analysis focused on RevPAR levels.
The seven sales produced RevPARs ranging from $47.65 to $104.75. The stabilized RevPAR for the
City Center Hotel is below the group statistics at $58.80 per night. Therefore, assumed financial
performance at stabilization suggests an appropriate prospective market value fo be slightly below the
group statistics of the sales presented. We select and apply a unit price of $70,000 per room for the
As Stabilized scenario. Based on the unit value of $70,000 and 176 guest rooms, the indicated vaiue
from this analysis is $12,320,000. :

Once again, the GRM analysis provided a value indication of $11,860,000 and the price-per-room
analysis indicated a value of $12,320,000. The average of the two methodologies applied within the
Sales Comparison Approach equated to $12,090,000. We have given equal consideration to each of
the indicators and conclude an As Stabilized value conclusion of $12,080,000.

As Stabilized Scenario — Income Approach

The As Stabilized date of value is January 1, 2015, which corresponds with our projected date when
the property achieves stabilized occupancy (about three years from inspection). We have based our
estimate of value under the As Stabilized scenaric in the Income Approach on the direct capitalization
technique. For the stabilized market value of the property, we apply a rate of 10.50 percent. This rate
is the same rate applied earlier in this report.

in Fiscal Year 3, we project a stabilized NOI of $1,289,808. Dividing this income level by our
estimated capitalization rate of approximately 10.50 percent yields a stabilized market value for the
property of $12,283,882, rounded to $12,280,000 or $69,773 per room.

Estimated Stablilized NOI $1,280,808
Divided by: Overall Cap. Rate +10.50%
Indicated Value $12,283,882

Rounded $12,280,000

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting
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Reconciliation and Final Opinions Of Value
Reconciliation involves the correlation of the conclusions reached from the three methodologies

considering the property type, scenario involved and the requirements of the appraisal assignment.
This process depends on the recognition of the appropriateness and reliability of each approach and
of the quality and viability of the data obtained. A summary of the results from our analysis is
presented below. A more detailed summary of our results is presented in the Appendix.

- Approach ] As s | As Stabilized -
Cost__ Not Applicabie Not Applicable
Sales Comparison $1,060,000 $12,090,000
income Inconclusive $12,280,000
Final Option $1,060,000- $12,240,000*

| Date of Value [ February1,2012 | January1,2015

Due to current market conditions and the property type involved, we have estimated a marketing
period of nine to 18 months to be appropriate for the subject. According to the PwC Real Estate
{nvestor Survey, Third Quarter 2011, the average marketing time reported by survey respondents for
a full-service hotel ranged from two to 24 months with an average of 8.80 months. The appraised
value assumes an exposure period of nine to 18 months. The marketing time estimate is our opinion
of the length of time necessary to market the real property in the future. The future price that may be
achieved for the real property (at the end of the marketing time) may or may not be equal to our
current appraised value estimate, depending on potential changes in the physicai real estate,
demographic and economic trends, the real estate market, tenancy, and property operations, among
other factors, '

Market Value Conclusions
It is our opinion that the As Is and prospective As Stabilized market values of the fee simple interest in

the City Center Hotel in Oshkosh, Wisconsin, are as follows:

As Is as of February 1, 2012
ONE MILLION SIXTY THOUSAND ($1,060,000) DOLLARS*

As Stabilized as of January 1, 2016.
TWELVE MILLION TWO HUNDRED FORTY THOUSAND ($12,240,000) DOLLARS**

“Values presented are subject to the extraordinary assumptions presented in this report.

We enjoyed serving you in this matter.

Ve g i

S. Steven Vitale, MAI Ryah Sikorski
Wisconsin Certified General Appraiser No. 506  Wisconsin Cerlified General Appraiser No. 1766

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting
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Vitale Realty Advisors, LLC

Statement of Assumptions and Limiting Conditions
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CERTIFICATION

We certify that, o the best of our knowledge and belief:

The statements of fact contained in this report are true and correct.

The reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions and are our personal, impartial, and unbiased
professional analyses, opinions, and conclusions.

We have no present or prospective interest in the property that is the subject of this report
and no personal interest or bias with respect to the parties involved.

We have no bias with respect to the property that is the subject of this report or to the parties
invoived with this assignment.

Our engagement in this assignment was not contingent upon developing or reporting
predetermined results.

Our compensation for completing this assignment is not contingent upon the development or
reporting of a predetermined value or direction in value that favors the cause of the client, the
amount of the value opinion, the attainment of a stipulated resuit, or the occurrence of a
subsequent event directly related to the intended use of this appraisal.

We have not performed a previous appraisal of the subject property within the three years
prior o this assignment.

The reported analyses, opinions and conclusions were developed, and this report has been
prepared, in conformity with the requirements of the Code of Professional Ethics & Standards
of Professional Appraisal Practice of the Appraisal Institute. '

Qur analyses, opinions, and conclusions were developed, and this report has been prepared,
in conformity with the Uniform Standards of Professional Appraisal Practice.

The use of this report is subject to the requirements of the Appraisal Institute relating to
review by its duly authorized representatives.

The property was inspected by S. Steven Vitale, MAI, and Ryan Sikorski on January 31, 2012,

The appraisers have the necessary knowledge and experience to competently complete this
assignment.

No one provided significant real property appraisal assistance in the production of analyses,
opinions, and conclusions that are contained in this report.

We certify that the use of this report is subject to the requirements of the Appraisal Institute
relating to review by its duly authorized representatives.

S. Steven Vitale, MAI (License No. 506), and Ryan Sikorski {License No. 1766) are currently
Certified General Real Estate Appraisers in the State of Wisconsin.

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting
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» As of the date of this report, 8. Steven Vitale, MAl, has completed the continuing education
program of the Appraisal Institute.

S Ve Lo T I1C

S. Steven Vitaie, MAI Ryan fikafski
Wisconsin Certifled General Appraiser No. 506  Wisconsin Certified General Appraiser No. 1766

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting
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STATEMENT OF ASSUMPTIONS AND LIMITING CONDITIONS

The estimate of value furnished will be limited as follows:

s The title to the subject éroperty is assumed to be marketable and the property is free and
clear of all liens and encumbrances, except as noted.

s No liability is assumed for matters which are legal or environmental in nature.
+ Ownership and management are assumed to be in competent and responsible hands.

« No architectural or engineering study, property survey, soil study or environmental
investigation has been made and no liability is assumed in connection with such matters. The
described physical condition of any improvements is based on visual inspection only, and itis
assumed that there are no hidden or unapparent physical conditions affecting vaiue.
Dimensions and areas were supplied by the subject's property management company, and
are assumed to be correct.

« Improvements, if any, are assumed to be within lot lines and in accordance with local zoning
and building ordinances as well as all applicable federal, state, and local laws and regulations,
except as noted. Any plans, diagrams or drawings provided are intended solely to facilitate
understanding and are not meant to be used as reference in matters of survey. The legal
description furnished shouid be verified with the aid of competent legal counsel.

s This report specifically excludes the impact on marketability or value of underground storage
tanks, contaminated soils, or other environmental situations caused by such a condition.
None were observed at the time of inspection.

« The appraisal was prepared for the purpose stated and should not be used for any other
purpose.

¢ All direct and indirect information supplied by your firm and property representatives
concerning the subject property is assumed to be frue and accurate. No responsibility is
assumed for information supplied by cthers although any such information cited is believed to
be reliable and correct.

« The signatories shall not be required to give further consuitation or testimony, or appear in
court or at any public hearing with reference to the property appraised, unless prior
arrangements have been made with the client.

« Possession of this repont, or a copy thereof, or any part thereof, does not carry with it the right
of publication, nor may it be used by anyone but the party for whom it has been prepared
without the prior written consent and approval of Vitale Realty Advisors, LLC.

« None of the contents of this report (especially any conclusions as to value, the identity of the
appraisers, or the firm with which he is connected or any references to the Appraisal Institute
or to the MAI designation) shall be disseminated to the public through advertising media,
news media, sales media, or any other public means of communication without the prior
written consent and approval of Vitale Realty Advisors, LLC.

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting



« No responsibility is assumed for the accuracy of any descriptions of physical materials and
conditions pertaining to the property, or for any damages sustained in connection with actual
or potential deficiencies or hazards such as, but not limited to, inadequacies or defects in the
structure, design, mechanical equipment or utliity services associated with the improvements;
air or water pollution; noise; flooding, storms or wind; traffic and other neighborhood hazards;
radon gas, asbestos, natural or artificial radiation, or toxic substances, whether on or off the
premises.

s. This report is intended to be read and used as a whole and not in parts. Separation of any
section or page from the main body of the report is expressly forbidden and invalidaies the
report.

+ Where the property being considered is part of a larger parcel or tract, any values reported
relate only to the portion being considered and should not be construed as applying with equal
validity to other portions of the larger portion or tract.

« Any projections of future rents, expenses, net operating income, mortgage debt service,
capital outlays, cash flows, inflation, capitalization rates, discount rates or interest rates are
intended solely for analytical purposes and are not to be construed as predictions of Vitale
Realty Advisors, LLC. They represent only the judgment of the authors as to the assumptions
likely to be used by purchasers and sellers active in the marketplace, and their accuracy is in
no way guaranteed.

* '"The Americans with Disabilities Act” ("ADA") became effective January 26, 1992. We have
not made a specific compliance survey and analysis of this property to determine whether or
not it is in conformity with the various detailed requirements of the ADA. |t is possible that a
compliance survey of the property, together with a detailed analysis of the requirements of the
ADA, could reveal that the property is not in compliance with one or more of the requirements
of the Act. If s0, this fact could have a negative effect upon the value of the property. Since
we have no direct evidence relating to this issue, we did not consider possible non-
compliance with the requirements of the ADA in estimating the value of the property.

» This report shall not be shown to any third party without the consent and approval of the
appraiser. Should the report be shown to a third party not authorized, the client agrees to hold
harmless from any liability that might arise from such unauthorized use, including reasconable
attorney fees for defense of action.

¢ Within the Income Approach, we have relied on historical financial statements provided by
property representatives. We have assumed these statements to be true and accurate and
have relied on them in our analysis.

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting
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Extraordinary Assumptions
Per the Uniform Standards of Professional Appraisal Practice (USPAP) an Extraordinary Assumption

is defined as:

“an assumption, directly related to a specific assignment, which, if found to be false, could alter the
appraiser's opinions or conclusions.”

Comment: Extraordinary assumptions presume as fact otherwise uncertain information about physical,
legal, or economic characteristics of the subject property or about conditions external to the property,
such as market conditions or trends, or the integrity of data used in an analysis.

Hypothetical Condition
Per the Uniform Standards of Professional Appraisal Practice (USPAP) a Hypothetical Condition is

defined as:

“that which is contrary to what exists but is supposed for the purpose of analysis.”

Comment; Hypothetical conditions assume conditions contrary to known facts about physical,
legal, or economic characteristics of the subject property; or about conditions external to the
property, such as market conditions or trends; or about the integrity of data used in an analysis.

This appraisal report is subject to the following extraordinary assumptions and hypothetical
conditions:

» The hotel is currently in poor-to-fair condition. Significant costs would need to be incurred to
return the hotel to optimal operating condition and re-flag the hotel with a national franchise.
The appraiser applies an estimate of $9,000,000 to account for these costs. This estimate is
based upon conversations with property representatives. Shoufd our estimate of these costs
differ significantly from actual costs, we reserve the right to modify our analysis and
conclusions accordingly. We also assume that any planned renovations, repairs or
demofition to the property will be constructed using good workmanship and quality materlats
or appropriate care. Should the actual work lack these qualities, we reserve the right to adjust
our analysis and conclusions accordingly.

« The subject hotel has historically had a room count of 178. However, three of these rooms do
not have beds and have been used as hospitality suites in the past. In addition, the hotel
currently does not offer any multi-room suites. The appraisers have assumed the three
hospitality suites would be combined with adjacent rooms to create three multi-room suites.
Therefore, in our analysis, we apply room count of 176 rooms. - Should the actual room count
at the newly renovated hotel differ from our assumed room count of 176, we reserve the right
fo adjust our analysis and conclusions accordingly.

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting
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Extraordinary Assumptions_and Hypothetical Conditions (continued)

The subject hotel is adjacent and connected to a three-story parking ramp. The subject relies
on this ramp for its parking needs. The client believes this ramp is owned by the City of
Oshkosh with the underlying land being owned by a third party. The client believes that the
city is responsible for both the maintenance and operation of the ramp. The client assumes it
will not incur any charges for using the parking ramp in the future. We apply this assumption
to our analysis. Should the subject hotel incur expenses for using this parking structure in the
future, we reserve the right to modify our analysis and conclusions accordingly. Please note
that city officials have a confiicting opinion of both the ownership and future operational status
of the parking ramp. A representative of the City of Oshkosh told the appraisers it is their
belief that the parking ramp is owned by the hotel. They also believe thal in exchange for
maintenance services by the city in the future, the city would require rent payments from the
subiect hotel.

The client provided the appraiser with two sets of projections for the hotel, assuming
completion of the detail reservation. These projections were prepared by Hospitality
Marketers International, inc., and Richard Batley, a potential investor in this project,
respectively. Our financial projections partially rely on these market studies. Should these
market studies change significantly or actual performance deviate significantly from these
market studies, we reserve the right to adjust our analysis and conclusions accordingly.

The As Stabilized scenario assumes the completion of an extensive renovation of the hotel.
Should these improvements be materially delayed or not eventually occur, we reserve the
right to adjust all of our analysis and conclusions accordingly.

Our analysis of the City Center Hotel for the As Stabilized scenario assumes the subject hotel
will operate the adjacent Oshkosh Convention Center, which is owned by the City of Oshkosh.
The client provided us with preliminary terms for that agreement. The client tentatively
believes that with ownership of the City Center Hotel they will be allowed to operate the
Oshkosh Convention Center in exchange for 5.0 percent of revenue from these operations.
However, this agreement is tentative. Should the terms of the Oshkosh Convention Center
lease differ significantly than its representation in this report, we reserve the right to adjust our
analysis and conclusions accordingly.

The client is a potential investor in the purchase of the City Center Hotel. Ancther potential
investor, either directly or indirectly, in this project is the University of Wisconsin-Oshkosh,
According to the client, the university intends to be a significant provider of guest demand at
the renovated hotel. The university is host to numerous athletic and academic functions and
the client believes up to 25 percent of demand could be provided by this source. Our
projections assume University of Wiscensin-Oshkosh is directly Involved and a significant
demand generator for the hotel. Should the University of Wisconsin-Oshkosh either not
partner in this investment and/or direct sufficient demand to the newly renovaled City Center
Hotel, we reserve the right to adjust her analysis inclusions accordingly.

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting
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EXECUTIVE SUMMARY

DESCRIPTION AND LOCATION OF PROPERTY:

Property Name:

Location:

Current Use:

Highest and Best Use:

Site Description:

Improvement Description:

Vitale Realty Advisors, LLC

City Center Hotel

1 N. Main Sireet i
City of Oshkosh, Winnebago County, Wisconsin,

Full-service hotel

Operaticn of the property as a fuli-service hotel in conjunction
with the adjacent city-owned convention center. Significant
renovations {o the subject are needed for this use.

The 1.03-acre site is within the central business district of
QOshkosh and borders the Fox River to the south. The Fox
River flows into Lake Winnebago about %2 mile to the east.
The site is at the southwest corner of the Main Street and
Ceape Avenue intersection. The hotel is attached to the
18,000-square foot Oshkash Convention Center via skywalk
over Main Street. The city-owned Oshkosh Convention
Center is on the east side of Main Street and has historically
been operated by the owners of the subject hotel. The subject
hotel is also connected to a three-story parking ramp fo the
west. The subject relies on this ramp for its parking needs.
The subject site is serviced by all municipal utifities including
gas, electric, sewer, water and telephone. Access, visibility
and site improvements appear adequate and reasonable for
the subject's current use as a hotel.

The subject is a full-service hotel that was built in 1986. The
structure is an eight-story reinforced concrete structure with a
brick and reflective glass exterior that totals about 118,350
square feet. This size includes an approximately 5,500-
square foot mezzanine for maintenance operations and
storage. The City Center Hote! has a full-service restaurant
and lounge, indoor swimming pool and whirlpoci, game room,
fitness center and about 8,507 square fest of function space
and meetfing rooms.

Real Estate Valuation and Consulting
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Imp. Description (cnt'd):

Zoning:
Parcel Identification No.:

Flood Zone:

FINAL OPINIONS OF VALUE:

EXECUTIVE SUMMARY (CONTINUED)

The subject hotel reportedly sold in May 2009 for $2,006,250,
or $11,208 per room. The hotel was purchased via bank
auction following foreclosure of the property. According to
public records, the hotel is currently owned by Nashco
Hospitality Group, LLC. At the time of inspection, the subject
hotel was in poor-to-fair condition. The hotel ceased food and
beverage operations in October 2011 after failing a City
inspection of the kitchen. The restaurant and lounge are
currently closed and the function space is significantly
underutilized. The swimming pool and whirlpooi were alsc
closed around the same time due to not being in compliance
with the Virginia Baker Act. The pools have been drained and
that area is currently closed to guests. The whirlpool also
leaks significantly and is not safely operable. Guest rooms
and other common areas toured were also in poor-to-fair
condition. While we were not provided with current financial
statements for the hotel, operating performance at the City
Center Hotel reportedly has been adversely and materially
affected by its physical condition and the closing of the
amenities listed earlier.

C-3DOPD
0100400000

None of the subject site is within a flood plain area.

Approach |  Asls [As Stabilized
Cost Not Applicable Not Applicable
Sales Comparison $1.060,000 $12,090,000
Income inconclusive $12,280,000
Final Option $1,060,000* $12,240,000*
Date of Value | February 1,2012 | January 1, 2015

*Values presented are subject to the extraordinary assumptions presented in this report.

Date of Inspection/Valuation:

Marketing Time:

Vitale Realty Advisors, LLC

January 31 , 2012

9 to 18 months

Real Estate Valuation and Consulting
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PHOTOGRAPHS OF THE SUBJECT PROPERTY
CITY CENTER HOTEL, A FULL-SERVICE HOTEL
1 NORTH MAIN STREET, CITY OF OSHKOSH, WINNEBAGO COUNTY, WISCONSIN

Exterior view of the City Center Hotel from the east side of Main Street Avenue.
Photos were taken by S. Steven Vitale, MAl, on January 31, 2012,

Exterior view of the hotel from the south side of the Fox River.
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PHOTOGRAPHS OF THE SUBJECT PROPERTY
CiTY CENTER HOTEL, A FULL-SERVICE HOTEL
1 NORTH MAIN STREET, CITY OF OSHKOSH, WINNEBAGO COUNTY, WISCONSIN

Exterior view of the west face of the City Center Hotel.

Exterior view of the boardwalk along the south side of the hotel.
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PHOTOGRAPHS OF THE SUBJECT PROPERTY
CITY CENTER HOTEL, A FULL~SERVICE HOTEL
1 NORTH MAIN STREET, CITY OF OSHKOSH, WINNEBAGO COUNTY, WISCONSIN

Exterior view of the adjacent parking structure from a 7" floor hotel room,

Exterior view of the parking structure from the south side of the Fox River,

Vitale Realty Advisors, LLC - Real Estate Valuation and Consulting
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PHOTOGRAPHS OF THE SUBJECT PROPERTY
CITY CENTER HOTEL, A FULL-SERVICE HOTEL
1 NORTH MAIN STREET, CITY OF OSHKOSH, WINNEBAGO COUNTY, WISCONSIN

Exterior view of the neighboring Oshkosh Convention Center.

Interior view of the neighboring Oshkosh Convention Center,

Vitale Reaity Advisors, LLC Real Estate Valuation and Consulting
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PHOTOGRAPHS OF THE SUBJECT PROPERTY

CITY CENTER HOTEL, A FULL-SERVICE HOTEL

1 NORTH MAIN STREET, CITY OF OSHKOSH, WINNEBAGO COUNTY, WISCONSIN

1)
il
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B
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i
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i

Interior view of the hotel lobby,

Vitale Realty Advisors, LLC

Interior view of the closed restaurant.
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PHOTOGRAPHS OF THE SUBJECT PROPERTY
CITY CENTER HOTEL, A FULL-SERVICE HOTEL
1 NORTH MAIN STREET, CITY OF OSHKOSH, WINNEBAGO COUNTY, WISCONSIN

Interior view of the LaSalle Ballroom,

interior view of the Board Room,

Vitale Realty Advisors, LLC Real Estate Valuation and Consuiting
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PHOTOGRAPHS OF THE SUBJECT PROPERTY
CITY CENTER HOTEL, A FULL-SERVICE HOTEL
1 NORTH MAIN STREET, CITY OF OSHKOSH, WINNEBAGO COUNTY, WISCONSIN

interior view of the non-operating kitchen,

Interior view of the drained and closed swimming pool and whirlpool.
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PHOTOGRAPHS OF THE SUBJECT PROPERTY
CITY CENTER HOTEL, A FULL-SERVICE HOTEL
1 NORTH MAIN STREET, CITY OF OSHKOSH, WINNEBAGO COUNTY, WISCONSIN

Representative view of guest room.

Additional representative view of guest room.
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Vitale Realty Advisors, LLC

EXHIBITS
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CITY CENTER HOTEL
DSHKOSH, WINNEBAGG COUNTY, WISCONSIN
PROJECTED OFERATING RESULTS - RICH BATLEY

Projected RavPAR Projacted RevFAR Projected RevPAaR
TOTAL ROOMS/YEAR 85,335 Yeus 1 34072 85,335 Your 2 $51.98 65,335 Year 3 54,02
OCC, ROCMSIOCCUPANCY/ADR 28,401 48.0% $8045 35,034 55.0% 59447 42,488 85.6% $a8.42
778 AOOMS Cusrend %hal POR's Cumreal % of POR™ Current % of POR's
Dolfus Seles ar Dailgrs Gaigs er Dollars Sales ar
£00's Ratie PARS [on:ran) Ralio PARS {0085} Raily PAR's
REVENUES -
RUCME $2,530.3 §13% $90.45 $3,994,7 48.7% $94.47 $4.1828 30.0% Fadse
FOOD AND BEVERAGE
HOTEL BANQUET
Foon $250.0 4.6% 8 50 F400.0 §.7% 51113 F456.0 5.4% 54080
BEYERAGE 825 12% 213 1006 14% 279 1125 1.3% 285
OTHER - s 23% 434 1768 28% 491 2003 248% 485
HOTEL BANGUET TOTAL 34343 84% $14.77 0768 9.7% $1883 57683 92% 1810
HOTEL RESTAURANT
[Seiehi] 36000 1158% $20.43 $750,0 10.8% $20.87 $350.0 10,2% $21.19
BEVERAGE 2000 3% B.80 208 35% B.9% 9L 8% 2!
HOTEL RESTAURANT TOTAL 38000 154% §27.23 51,0006 14,5% 32783 1,2000 1H.4% $28.20
CONFERENCE CENTER
FOOD 57506 14.5% 525,89 §1,1250 18.1% 53131 $.3008 450% $30.61
BEVERACE 187.5 38% 836 2813 A0% 7.83 25,0 3.8% 7.65
OTHER . 3283 8.3% 1418 4831 0.8% 1288 547.5 56% 12.89
CONFERENCE CENTER TOTAL 81,2008 24.4% 4298 51,0604 78 8% ss2062 24028 28 0% §55.18
FOOD Ak REVERAGE TOTAL §24800 43.2% 58508 $3.545.8 50.0% sea68 34,5413 40, 5%, $97.5¢
OTHER CPERATED DEPARTMENTS 9 8.5% 50,94 30,7 64% 5085 5245 0.4% §0.67
RENTS & OTHER INCOME 88 Gi% 008 03, 0% ngo X 0,0% 0.0
TOTAL REVENLES 6,784 2 100.0% $17831 £6971.3 19¢.0% §194.00 $8,358.4 100,0% $188.82
DEPARTMENTAL EXPENSES
ROOMS 58452 31.6% $28 78 50878 29.4% £27.48 $1,1137 26 6% $2523
FOCD AND BEVERAGE {Fah)
HOTEL BANQUET & CC
FOCH CORS 33000 20.0% 51020 4575 30 0% $1273 55250 30.0% £12.36
BEVERAGE COGS 575 20.8% 156 o7t 23.0% 24% woe 248% 237
GRATUTIES PAID 1611 129% 548 2457 129% 534 2018 12.0% 884
HOTEL BANQUET & CC TOTAL 6186 30.5% 31764 37909 A% 220 $307.8 30.9% £21.57
HOTEL RESTAURANT COGS
Facn 51920 320% 5653 5240.0 3720% ¥5.868 s208.0 320% $6.78
BEVERAGE 440 24.0% 183 sne 24.0% 18 . i2a 24.0% 170
HOTEL RESTAURANT GOGS TOTAL £240.0 30.0% . $8.18 3000 20.0% 50.35 $3609 30.0% $6.49
F&B LABOR 1888 5 27 6% 52345 88272 23.3% 52302 $822.8 223% $21.73
Fah SUPPLIES 1722 65% 548 2089 §5% 584 2432 5.9% 571
FOOO AMD BEVERAGE TOTAL $1820.3  m% 365,14 524280 L00% 55922 $2435.8 $57.36
TOTAL DEPARTMENTAL EXPENSES $2.466.8 AT.8% 523,89 53,1155 A47% 336,70 25454 583.58
DEPARTMENTAL PROFIT sz78 52.4% 9243 $3.865 9 553% 10730 $4,865 D $1a2¢
UNDISTRIBUTED OPERATING EXPENSES
ARG 54252 8.3% &7, 308 79,1 5% $2,477 85213 52% 2812
MANAGEMENT FEE 1555 3.0% 859 2041 26% 1468 2508 30% 1,401
MARKETING 4827 8.9% 2,588 58,1 8% 2,558 4518 54% 2,522
FRANCHISE FEE w8 14% 394 741 14% 414 78 0.9% 535
ENERGY 2443 8.5% 4,823 aT2E 53% 2,801 4008 AB% 2,439
HEPAIRS & MAINTENANCE jird:] 3.2% 8 2087 3% 1,267 2580 B5% +.447
TOTAL UNDISTRIBUTED
OPERATING EXPENSES $1.630,3 4% ki) $1.018,7 2.4%, $10.168 #9812 235% :
INCOME BEFORE FIXED CHARGES §1,667.3 21.6% 6,076 20382 29.3% 511,378 $2,047.8 A% §15,810
FIXED CHARGES
RE & PP TAXES $10590 28% 51,004 $236.9 3.4% §1,324 $281,2 $1,458
INSURANCE 420 0.8% 236 4.0 0.8% 242 48.0 57
CONF, CENTER RENT . 532 1.0% 287 787 118 440 1.5 Fiil
TOTAL FIXED GHARGES $260.2 §4% §1.585 $268.0 82% 32009 §398.8 §£2.237
NET RNCOME AFTER FIYED CHARGES £897 1 §5.8% 4,598 $1.676.5 24.0% $5.368 §2,448.2 513,883
OTHER CHARGES
RESERVE FOR REPLACEMENT $0.0 29% # 0.0 0.0% % ®o 0% 0
INCOME AVANLAGLE FOR DEBT
SERVICE & OTHER FIXED CHARGES $807.1 15.8% $4.500 $1.576.5 24 0% $9,368 $2449.2 29.3% 13,883
NOTES: 1. GOLUMNS MAY NOT TOTAL EXAGTLY GUE TO ROUNDING,
2, DEPARYMENTAL EXPENSE RATIOS ARE BASED UPON DEPARTMENTAL SALES, NOT TOTAL SALES
SOURGE: RICGH BATLEY

Vitale Realty Advisors, LLC ‘ Real Estate Valuation and Consulting
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O7HKOTH

BH THE WATER

OSHKOSH CITY TREASURER
TAX COLLECTION OFFICEH
PO BOX 1128

OSHKOSH WI 54903-1128

NASHCO HOSPITALITY GROUP LLC

1 N MAIN ST
OSHEKOSH WI 545%01-4858

STATE OF WISCONSIN

REAL ESTATE PROPERTY TAX BILL FOR 2011

City of Oshkosh

PROPERTY ADDRESS 1 W MAIN ST

PARCEL HUMBER
0100400060

0 O O

FULL PAYMENT 50777.84

AR e

BILL NUMBER 00008

Visit www.cl.oshkosh.wi.us for tax/payment information

Assessad Vaiue Land Aas'd Value improvements Tatal Assessed Value Ave. Assessment Ratio | Not Assessed Value Rate
(Does NOT raflect {redits)
269,200 1,657,100 1,926,300 , 388228239 23.911
Est. Fair Mkt Land Est. Far Mit, Improvements  Tota! Est. Fair Mkt l lA Star in This Box Means School Taxes Raduced by
Unypaid Prior Year Taxes Schooi Levy Tax Credit
272,400 1,676,880 1,%49,200 2,400.17
2010 Est, State Aids 2011 Est. State Aldls 2010 2014 % Tax
Allocated Tax Dist. Alocated Tax Dist. Tax Jurtsdiction Net Tax Net Tax Change
STATE OF WISCONSIN 333.25 331,32 -0, 6%
1,788,675 1,480,738 WINNEBAGO CCUNTY 11,186.24 11,042.26 -1.2%
14,680,080 13,236, 645 CLTY OF OSHKOSH 14,581.589 i6,943.74 Z.2%
47,177,086 47,381, 686 SCH DIST $4175 14,537.79 14,243,086 -2 0%
1,627,243 1,239,365 TCDE DISTRICT 3,494.31 3,492 .38 ~0.1%
TOTAL 46,127,158 46,059,176 -0.2%
First Dollar Credit 58.52 ag.42 -2.5%
Laottery/Gaming Credit .00 -00 0.0%
Net Property Tax 46,067.66 46,001.74 -{.2%
Make Check Payable to: City of Oshkosh Net Property Tax 46,001.74
- BUSINESS IMP DIBT 4,776.10
Full Payment Due On or Before January 31, 2012 50,777. g4
1™ [nstaliment Due - JANUARY 31, 2012 12,694. 46
2" Instaiiment Due - MARCH 31, 2042 12,694.46
3" Installment Due — MAY 31, 2012 12,694.46
4"® Instaliment Dug - JULY 34, 2012 12,694 .46
LOT 3 CSM 1187 DOC #602518 R OF D |mpORTANT: Correspondence should TOTALDUE | gg(Rbl;g:::;?nyEg; 2
refer to tax number — SEE REVERSE A ' .
SIDE FOR IMPORTANT INFORMATION, $
Be sure this description cavers your 50,777.84
property. This description is for property .
tax bill only and may not be a full legal Wa;"'f_‘gti lim;pfif Ibv :Uﬁ dates, inslt)a"ment
TNE ] el oplion is lost and total is delinquent subject to
OWNER NAME description, interest and, if applicable, penalty,
NASHCO HOSPITALITY GROUP LLC Faifurg 1o pay on tme = See revarse.

1" Installment

AR

12,694.46

2™ Through 4" Installments

IR RERTARA

12,6%4.46

100



21312 CiHty of Oshkash Property Assessor's

PARID: 0100400000

NASHCO HOSPITALITY GRQUP LLC 1 N MAIN ST
Parcel Information -

Address ' 1 M MAIN ST

Class COMMERCIAL

Zoning . C-3IDOPO

Owner :

Name NASHCO HOSPITALITY GROUP LLC
Iz Care Of

Address 1 N MAIN ST

bnit #

City OSHEOSH

State W1

Zlp Code 54901

Lot Size

Frontage

Effective Depth

Square Feet 44867

Acres 1.03

Shapea

Legal Description
Desc LOT 3 CSM 1197 DOC #502518 R OF D

101
www.cl.oshkosh.wiusfoshkosh_jas/Forms/PrintDatalet.aspxTpin=0100400...



H312 4 City of Oshkosh Property Assessof's

PARID: 0100490000

MASHCO HOSPITALITY GROUP LLC AL M MAIN ST
Cutrent Assessed Values

Assessment Year 2811

Land $2649,200.00

Bullding $1,657,100.00:

Total $31,976,300.00

Fair Market Vaiue $1,949,200.80

{set by State of WI in fall}

Prior Assessed Values

Assessment Year 2010

Land £269,200.00
Building $1,657,100.00
Total $1,97%6,304.60
Sales

Date 12-JUN-09
Price $2,006,250.00
Document # 1509339

Deed Type WD

Grantor BANKERS BANK
Grantee NASHCO HOSPITALITY GROUP LLC
Sales Notes
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=E Hoffman’

planning = design = construction

Citv Center Hotel Conceptual Estimate for Renovation

Date: January 6, 2012

Quantity Unit $iunit Subtotal Totals
Goubie Clueen Resident Rooms

Carpeting 34 sy $16.00 $536.89
Carpeting labor 34 gy ‘ $4.50 $151.00
Carpet base 88 If $0.70 $61.60
Carpet base labor 88 If $0.75 $66.00
Demo Tile 1 allow $500.00 $500.00
Bathroom Tile {floor} 48 sf $2.00 $96.00
Tile labor {ftoor) 48 sf $3.00 $144.00
Bedroom Walls 709 sf $2.00 $1,417.50
Bathroom Countertop ea $1,500.00 $0.00
Bathroom Wali Coverings 208 sf $1.75 $364.00
Vinyl Wall Cavering Labor 208 sf $1.00 $208.00
Tub Surround - ea $0.00 $0.00
Replace Mirror 1 allow $350.00 $350.00
Faucet 1 ea $250.00 $250.00
Toilet 1 ea $750.00 §750.00
Tub/shower - ea $0.00 $0.00
Lighting 1 ea $200.00 $200.00
Lighting Labor 4 hrs $60.60 $240.00
HVAC Cleaning - $0.00 $0.00
Furniture Allowance 1 allow $ 10,912.00 $10,812.00
$16,246.99

Total numkber of rooms = 104

$1,689,686.55

HC Deuble Queen / King _
Carpeting 29 sy $16.00 $462.22
Carpeting labor 29 sy $4.50 $130.00
Carpet base 86 # $0.70 $60.20
Carpet base labor 86 if $0.75 $64.50
Demo Tile 1 aflow $500.00 $500.00
Bathroom Tile {flocr) 90 sf $2.00 $180.00
Tile labor (ficor} 90 sf $3.00 $270.00
Bedraom Walls 709 of $2.00 $1,417.50
Bathroom Couniertiop ea $1,500.00 $0.00
Bathroom Wall Coverings 333 sf $1.75 $581.88
Vinyl Wail Covering Labor 1,041 of $1.00 $1,041.25
Tub Surround 1ea $0.00
Replace Mirror - 1 allow $350.00 $380.00
Faucet 1 ea $250.00 $250,00
Tollet 1ea $750.00 $750.00
Tub/shower ed $0.00 $0.00 -
Lighting 1 ea $200.00 $200.00
Lighting Labor 4 hrs $60.00 $240.00
HVAC Cleaning $0.00 $0.00
Furniture Aliowance 1 aliow § 1G,912.00 $10,912.00

$17,408,54
Total number of ropoms = 46
$800,839.04

King Corner :

Carpetlng 32 sy $16.00 $519.11
Carpeting labor 32 ay $4.50 $146.00
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Carpet base 75 If $0.70 $52.50
Carpet base labor 75 I $0.75 $06.25
Demo Tie 1 allow $500.00 $500.00
Bathroom Tile {flocr) 52 sf $2.00 $104.00
Tite labor (flooy) 52 sf $3.00 $156.00
Bedroom Walls 354 sf $2.00 $708.00
Bathroom Countertop ea $1,500.00 $0.00
Bathroom Wall Coverings 328 sf $1.75 $574.00
Vinyl Wall Covering Labor 682 of $1.00 $682.00
Add Whiripool Tub 1 allow $2,000.00 $2,000.00
Fireplace 1 allow $500.00 $500.00
Tub Surround 1 ea $0.00
Replace Mirror 1 allow $350.00 $350.00
Faucet 1 ea $250.00 $250.00
Tollet {ea $750.00 $750.00
Tub/shower ea $0.00 $0.00
Lighting 1 ea $200.00 $200.00
Lighting Labor 4 hrs $60.00 $240.00
HVAC Cleaning $0.00 $0.00
Furniture Allowance 1 allow $ 10,582.08 $10,582.06
$18,369.92
Total number of rooms = 26 o
$477,617.96
Deiuxe Suite
Carpeting 72 sy $16.00 $1,159.11
Carpeting labor 72 sy $4.50 $326.00
Carpet base 80 If $0.70 $56.0C
Carpet base labor 80 If 50.75 $60.00
Demo Tile 1 allow $500.00 $500.00
Bathroom THe {floor) 48 sf $2.00 $96.00
Tiie [abor (floor) 48 sf $3.00 $144.00
Bedroom Walls 1418 sf $2.00 $2,835.00
Bathroom Countertop ea $1,500.00 $0.00
Bathroom Wall Coverings 245 sf $1.75 $428.75
Vinyl Wall Covering Labor 1,663 sf $1.00 $1,662.50
Fub Surround Oea $0.00
Replace Mirror 1 allow $350.00 - $350.00
Faucet 1ea $250.00 $250.00
Toilet 1ea $750.00 $750.00
Tub/shower 0ea $0.00 $0.00
Lighting 1ea $200.00 $200.00
Lighting Laber 4 hrs $60.00 $240.00
HVAC Cleaning $0.00 $0.00
Furniturs Allowance 1 allow $ 11,463.83 $11,463.83
$20,521.19
Total number of rooms = 3
$61,563.57
Pool Room
Pool Remodel 1 aliow $125,000.00 $125,000.00
Bathroom remodsl 2 ea $15,000.00 $30,000.00
Furniture 1 allow $5,000.00 $5,000.00
Fitness room relocated 1 allow $20,000.00 $20,000.00
$180,000.00
$180,000.00
Corridors
Carpeting 1,020 sy $20.00 $20,393.33
Garpeting labor 1,020 sy $4.50 $4,588.50
Carpet base 4,589 f $0.70 $3,211.85
Carpet base iabor 4,689 $0.75 $3,441.38
Wall Coverings 40,149 sy $1.75 $70,261.41
Vinyl Wall Covering Labor 40,149 sy $1.00 $40,149.38
Doors 30 ea $125.00 $3,750.00
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Lighting
Lighting Labor

Restaurant
Carpeting
Carpeting 1abor
Carpet hase
Carpet base labor
Wall Coverings
Vinyl Wall Covering Labor
TV/ Sound/Security/Phone
PCS Systems
Furniture
Tiffany light fixtures
Signage
Bar/Dining Room
Patio Upgrades
Window Blinds
Décor ltems
Smailwares

Ballroom
Carpeting
Carpeting labor
Carpet base
Carpet base labor
Wall Coverings
Vinyt Wall Covering Labor
Furniture

Smallwares (dishes, portable bar)

Replace lighting
Signage
Décor ttems

Board/meeting Rooms
Carpeting
Carpsting labor
Carpet base
Carpet base labor
Wall Coverings
Vinyl Wail Covering Labor
Furniture
Light fixtures
Signage

Kitchen
Equipment Replacement
Refurbish equipment/clean
Painting walls
Fire Suppression System
Celling replacement

20 ea $200.00

40 hrs $65.00

Total number of floors =

628 sy $20.00
528 sy $4.50
369 I $0.70
369 if $0.75
3,967 sy $1.75
3,867 sy $1.00
1 allow $30,000.0C

1 allow $27.060.06

1 allow $55,000.0G

1 allow: $7.000.00

1 aliow $10,00G.00

1 aliow $24,500.00

1 alfow $16,000.00

1 allow $4.506.00

1 ailow $25,000.00

1 allow $10,000.00

Total number of flooys =

388 sy $20.00
388 sy $4.50
244 $0.70
244 If $0.75
2,623 sy $1.75
2,623 sy $1.00
1 allow $31,000.00

1 allow $10,000.00

1 allow $20,000.00

1 allow $2,500.00

1 allow $7,500.00

Total number of floots =

165 sy $20.00
166 sy $4.50
243 I $0.70
213 If $0.75
2,284 sy $1.75
2,284 sy $1.00
1 aliow $11,000.00

i allow $2,5G0.00

1 allow $1,060.00

Total number of rooms =

1 allow $50,000.00

1 ailow $10,600.00
sf

1 allow $25,000.00
sf $2.75

$4,000.00
$2,600.00

$152,395.94
7

$20,393.33
$4,588.50
$3,211.95
$3,441.38
$70,261.41
$40,149.38
$30,000.00.
$27,000.00
$55,000.00
$7,000.00
$10,000.00
$24.500.00
$10,000.00
$4,500.00
$2E,000.00
$10,000.60

§1066.771.58

$345,045.94
1

$7,768.89
$1,748.00
$170.80
$183.00
$4,5580.25
$2,623.00
$31,000.00
$10,000.00
$20,000.00
$2.500.00
$7,500.00

$88,083.94

1

$345,045.94

$3,293.33
$741.00
$148.75
$159.38
$3,967.66
$2,284.38
$11,000.00
$2,500.00
$1,000.00

$25,124.49

5

$88,083.94

$50,000.00
$10,000.00
$0.00
$25,000.00
$0.06

$125,622.45

$85,000.00

$85,000.00
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Backhaliways
Painting/refurbish walis
Ceiling replacement

Common area bathrooms
ADA remodei aliowance

Office Remodsls
First Floor
Second Fioor

Lobby Remodel
Furniture
Repair atrium glazing
Lighting replacement
Garpet replacement
Carpet -labor
Wail Coverings
Waill Coverings labor
Front desk facelift

Structural and Mechanical Repairs
Mold Remediation
Keying system repiacement
New Sighage
Finishes in stairwells
Repair brick at exterior
Exteriro Concrete Replacement
Window replacement
Paint exterior ladder
Blumhing
Roof Replacement
Fire Protection

Drywall reptacement

HVAC
hot water piant
New chiller
New four pipe system
New VAV system
Electrical

main switch gear
replace paneiboards
Test generator
new location for transfer switches
Provide additicnal transfer switches
fire pump modifications
Lighting conirols
Pool electrical equipment replacement
Accessiblity revisions
New fire atarm
Instail surge suppression at main electrical gear
Electrical Engineering fees
Generator Replacement
Property Mgt. System
Elevator repair
Repair Laundry Equipment

ek e

125
125
4500
4500
1

1
0
4

2 stairwell

1
’

200

1

1

1

1
7,138

wd ok h ad
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allow
sf

aflow

- allow
~allow

allow
allow
allow
sy
sy
sf
af
allow

allow
allow
allow

aliow
allow
each
allow
allow
aliow
altlow
sf

aliow
allow
allow
allow

allow
allow
allow
allow
aliow
aliow
aliow
allow
allow
alfow
allow
allow
allow
allow
allow
allow

$10,000.00
$2.75

$20,000.00

$7,600.00
$7.500.00

$15,000.00
$5,000.00
$7,500.00
$30.00
$4.50
$1.75
$1.00
$7,600.00

$150,000.00
$0.00
$20,000.00
$50,000.00
$100,000.00
$200,000.00
$1,500.00
$2,500.00
$110,000.00
$250,000.00
$35,000.00
$17.50

$140,000.00
$250,000.00
$1,050,000.00
$980,000.00

$1,500
$85,000
$3,500
$6,500
$18,500
$8,500
$7,500
$5,500
$7,500
$125,000
$6,000
$25,000
$65,000.00
$50,000.00
$30,000.00
$5,000.00

$10,000.00
$0.00

$10,000.00

$40,000.00

$10,000.00

$40,000.00

$7,500.00
$7,500.00

$40,000.00

$15,000.00

$15,000.00
$5,000.00
$7,500.00
$3,750.00
. $562.50
$7,875.00
$4,500.00
$7,500.00

$15,000.00

$51,687.50

$150,000.00
$0.00
$20,000.00
$100,000.00
$100,000.00
$200,000.00
$300,000.00
 $2.,500.00
$110,000.00
$250,000.00
$35,000.00
$124,909.17

$140,000.00
$250,000.00
$1,050,000.00
$990,600.00

$1,500.00
$85,000.00
$3,500.00
$5,500.00
$18,500.00
$8,500.00
$7,500.00
$5,500.00
$7,500.00
$125,000.00
$6,000.00
$25,000.00
$65,000.00
$50,000.00
$30,000.00
$5,000.00

$51,687.50
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$4.272,400.17
$4,272,409,17

Total Construetion Cosls = $9,309,327.589
Contingeney: 5.00% $465,466.38
‘General Conditions: 7.00% o $651,652.94
Design-and OM Foes: 8.00% * $837,835.40

$1,954,958.82

Total Conceptual Gonstruction Budget =  $11,264,286.51
$/SF= $85.90
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MEMO FROM CITY OF OSHKOSH REGARDING PARKING STRUCTURE

May 18, 1983 The City and Park Plaza of Oshkosh, Inc. entered into an air rights
agreement for the construction, operation and maintenance of a parking ramp
above a portion of Park Plaza’s existing property. (This agreement is later
terminated by a resolution and the adoption of a ground lease in August 1985.) In
December 1984, the City and Oshkosh Centre Hotel Venture (OCHV) enter into
a number of agreements for the construction and operation of the hotel and
convention center. Amongst the agreements is an agreement between the City
and OCHV where OCHV will construct the two-story parking structure adjacent to
the hotel on the property owned by Park Plaza and to which the City had
obtained the air rights. The agreement provides that the City lease to OCHV the
air rights for a term of 20 years. OCHV will then construct the parking structure
and sublease the parking structure but not the air rights back to the City. The City
is to operate the parking structure, pay all expenses associated with the
possession, operation and security of the parking structure. At the expiration of
the lease of the air rights, the parking structure is to become the property of the
City. The term of the parking agreement is 75 years. The memorandum of
Ground Lease and Parking Agreement which accompanies the December 27,
1984 agreements states in part that the Ground Lease for the hotel property is for
a term commencing December 27, 1984 and continuing for seventy-six years
and that the Parking Agreement is for a term of twenty years commencing on-the
date of the opening of the hotel.

On May 2, 1985 the City council is asked to pass a resolution eliminating the air
rights agreement and enter into a ground lease for the construction of the parking
facility. That resolution is passed and on August 26, 1985 The City and Park
Plaza of Oshkosh, Inc. terminate the Air Rights Agreement and enter into a new
Ground Lease for the Parking Structure. The new Ground Lease for the Parking
Structure is for a term of seventy-six (76) years beginning on the earlier of the
date of commencement of construction or the date of closing for the industrial
revenue bonds issued on behalf of OCHV. OCHYV is to construct and own the
parking structure. At the termination of the lease all improvements will become
the property of the Park Plaza, without compensation to the City. The City is
given the right to assign its interest to OCHV pursuant to the Parking Agreement
entered into with OCHV on December 27, 1984. The City is to operate and
maintain the parking structure and install parking meters.

On August 28, 1885 the City enters into an amendment to the Parking
Agreement entered into between the City and OCHV on December 27, 1984.
The Amendment terminates the interests of OCHV in the Air Rights and the City
in turn subleases the property to OCHV upon the terms and conditions originally
set forth in the Parking Agreement subject to the ground lease with Park Plaza.
No specific term of the agreement is stated.
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In November 1987 the City and OCHV enter into a supplemental Parking
Agreement which removes the meters from the parking structure and puts into
place a token or coin operated gate system. Thereafter, at some point the hotel
begins to make guest parking payments based on a formula.

In 1998 OCHYV assigns its interests in the Parking Agreement to Heyde
Hospitality.

On July 6, 2005 the Hon. Thomas S. Utschig, United States Bankruptcy Judge,
signs an order rejecting the parking agreement among other agreements of
Dennis and Carol Heyde and Heyde Hospitality Inc.
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QUALIFICATIONS

Vitale Realty Advisors, LLC Real Estate Valuation and Consulting
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Overview:

Experience:
1998 ~ Present

1994 - 1998

1993 - 1994

S. STEVEN VITALE, MAI

Commercial real estate consultant experienced in a wide variety of
complex appraisal and consulting assignments. Background includes
exposure to multiple property types and markets. Specialized in
valuation of investment property including hotels, motels, golf courses,
mixed-use iand developments, office, retail, industrial, senior housing,
and multi-family properties. Experienced in condemnation appraisals
and have testified as an expert in litigation and property tax appeal
cases. Working knowledge of multiple computer applications for real
estate valuation analysis. Clients served include financial institutions,
banks, insurance companies, corporations, government agencies,
developers, attorneys and individuals.

Vitale Really Advisors, LLC - President
Brookfield, Wisconsin

Moegenburg Research, Inc. - Appraiser
Elm Grove, Wisconsin

Gloodt Associates, inc. - Associate
Chicago, lllincis and Elm Grove, Wisconsin

1991-1992Arthur Andersen & Co. - Staff Appraiser

Education:

Designations:
Certifications:

Organizations:

12660 W. North Avenue
Brookfield, Wl 53005

Chicago, lllinois

University of Wisconsin - Madison: Masters of Science degree in Real
Estate Appraisal and Investment Analysis. Graduated with distinction
in May 1991. '

University of Wisconsin - Milwaukee: Bachelor of Business
Administration with majors in finance and real estate. Graduated in
August 1988.

MAI - Appraisal Institute, Member (1995)
Wisconsin Certified General Appraiser - License No. 506

Appraisat Institute

2004 President - Wisconsin Chapter

2003 Vice President - Wisconsin Chapter

2002 Treasurer - Wisconsin Chapter

2001 Secretary - Wisconsin Chapter

2000 Leadership & Development Advisory Council
Commercial Association of Realtors Wisconsin - Affiliate Member
University of Wisconsin Real Estate Alumni Association
National Goif Foundation - Professional Business Member
Wisconsin Innkeepers Association - Associate Member
American Society of Farm Managers and Rural Appraisers
W1 Dept. of Regulation & Licensing Real Estate Application

Advisory Committee Member 2004 - 2008

E-mail Address TEL: 262-782-79%0
steve@yvitaleappraisal.com FAX: 262 - 782 - 7590
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OVERVIEW:

EXPERIENCE:
2007 — Present:

2006:

2004 — 2008:

2003 — 2004,

EDUCATION:

DESIGNATION:
CERTIFICATION:

ORGANIZATIONS:

12660 W. North Avenue
Brookfield, Wi 53005

RYAN SIKORSKI

Commercial real estate appraiser. Background includes exposure to
multiple properiy types and markets. Experienced in valuation of
investment property including hotels, goif courses, mixed-use land
developments, office, retail, skilled nursing homes and senior assisted
living facilities. Clients served include financial institutions, banks,
corporations, government agencles, developers, attorneys and
individuals.

Vitale Realty Advisors, LLC - Appraiser
Brookfield, Wisconsin

Robert W. Baird & Co. Inc. — Research Analyst
Milwaukee, Wisconsin

Duff & Phelps, LL.C — Senior Analyst/Analyst

"Chicago, illingis

Advantage America Title and Closing Services — Representative
Madison, Wisconsin

University of Wisconsin — Madison
BBA, Finance & Real Estate, 2004

CFA Charterhoider

Wisconsin Certified General Appraiser - License No. 1766

The Wisconsin Chapter of the Appraisal Institute
CFA Society of Milwaukee

E-mail Address TEL: 262 -782- 1902
ryan@vitaleappraisal.com FAX: 262-782- 7590
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