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EXECUTIVE SUMMARY

INTRODUCTION

The Marina del Rey Convention & Visitors Bureau retained CBRE Hotels to conduct an analysis of
the economic impact of tourism on the community of Marina del Rey for calendar year 2018. The
impact was measured primarily by the flow of dollars through the economy attributable to overnight
visitors and by the number of jobs supported by the tourism industry. As a further point of
assistance, we were asked to provide a five-year forecast of the projected hotel market performance
of Marina Del Rey for two scenarios regarding the completion of the 288-room under-construction
dual brand hotel project located at 4360 Via Marina in Marina del Rey, which is slated to include
a 159-room Courtyard and a 129-room Residence Inn. In January of this year, the project
encountered a gas leak caused by an abandoned oil well. Based on conversations with
representatives from the Department of Beaches and Harbors and the Marina del Rey CVB, it is
our understanding that the process of making the repairs necessary to seal the leak will be lengthy
and costly. To account for the possibility that the 4360 Via Marina dual brand hotels will not enter
the market or will be significantly delayed due to the aforementioned gas leak, we have projected
hotel market operating results for Marina del Rey in two scenarios. Scenario A assumes that
construction of the dual brand hotel project is abandoned and that the project does not enter the
hotel market. Scenario B assumes that the Courtyard and Residence Inn enter the market after a
delay in construction caused by the sealing of the gas leak. This study was undertaken in January

and February of 2019.

It should be noted that we obtained data regarding visitor levels, spending, and the Regional Input-
Output Modeling SYSTEM (RIMS) economic multipliers from Visit California, Los Angeles Tourism
& Convention Board, and the Los Angeles County Economic Development Corporation (LAEDC).
The data obtained, and the methodology utilized, is discussed in greater detail in the methodology
section within this report. We have also footed data to specific sources, when possible.

SUMMARY OF FINDINGS

The economic impact of tourism to Marina del Rey for calendar year 2018 is estimated to have
been $425,017,000. The impact in 2018 is estimated to have increased one percent over 2017,
when the revised total economic impact was approximately $418,823,000. It is important to note
that an updated study relative to visitor spending patterns in LA County was undertaken since the
time that we issued our 2017 report on the Economic Impact of Tourism in Marina del Rey.
Additionally, we were provided revised data from the hotels in Marina del Rey. As a result, we have
utilized revised visitor spend percentages and considered a revised Economic Impact number of
$418,823,000 for 2017.
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Total Economic Impact of Tourism: Marina del Rey

2018 % Change 2017

Hotel Guests
Occupied Hotel Rooms 348,327 1% 345,116
Double Occupancy Factor 1.79 1% 1.78
Total Number of Hotel Guests 318,797 2% 314,055
Number of Hotel Visitor Days 625,000 2% 615,000
Private House Guests (VFRS)
VFR's as Percentage of Total Visitors 35% 35%
Total Number of VFR Overnight Visitors 171,660 2% 169,107
VFR Visitors' Average Length of Stay 4.39 4.39
Number of VFR Visitor Days 753,000 1% 742,000
Total
Total Overnight Visitor Days 1,378,000 2% 1,357,000
Total Number of Overnight Visitors 490,000 1% 483,000
Average Daily Expenditure for Visitors (Rounded) $237.31 0% $237.49
Total Visitor Spending (based on average daily spending) $326,936,152 1% $322,171,793

Multiplier 1.3 1.3
TOTAL ECONOMIC IMPACT $425,017,000 1% $418,823,000
NUMBER OF JOBS SUPPORTED 2,937 -1% 2,959
Rent Paid fo Los Angeles County
Hotel Rental Revenues $9,654,422 1% $9,575,116
Charter Yacht Rental Revenues $363,552 9% $332,974
Restaurant Rental Revenues $4,439,916 0% $4,446,439
TOTAL RENT PAID TO LOS ANGELES COUNTY $14,457,891 1% $14,354,529
Associated Tax Revenue!
Total Bed Tax Revenues $11,382,000 2% $11,205,000
Sales Tax (Meals + Non-Food retail) $1,275,000 2% $1,256,000
TOTAL MEASURABLE TAX REVENUES FOR MARINA DEL REY $12,657,000 2% $12,461,000

"Excludes taxes from utility, general business, property, transportation and any sales tax derived from indirect spending
Note: Numbers have been rounded

e Total direct visitor spending is estimated to have been approximately $326.9 million in
2018, a one percent increase over the 2017 revised estimate of approximately $322.2
million.

e The total economic impact of tourism to Marina del Rey is estimated to have been
approximately $425.0 million in calendar year 2018.

e Tourism to Marina del Rey is estimated to have supported approximately 2,937 jobs in
calendar year 2018, representing a one percent year-over-year decrease.

e Total rent paid to the County of Los Angeles by hotels, restaurants, and charter yacht
companies in Marina del Rey totaled approximately $14.5 million in 2018, representing
a one percent growth over 2017.

e Total measurable tax revenues for Marina del Rey increased two percent from
approximately $12.5 million in 2017 to approximately $12.7 million in 2018.

e We believe that these figures are conservative estimates of the total impact of tourism,
as we did not include in this analysis all day visitors to Marina del Rey, as well as taxes
on restaurant and charter yacht sales other than those from overnight visitors to Marina
del Rey, which do constitute a significant source of revenues for the community.
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ASSUMPTIONS AND CONDITIONS OF THE STUDY

It should be noted that this economic impact study is limited to overnight visitors who stay in hotels
and private homes located in Marina del Rey and does not reflect the impact of other visitors to
Marina del Rey who stay in lodging facilities outside of the community limits or those that utilize
Airbnb or other vacation rental services. Additionally, Marina del Rey’s attractions, such as
Fisherman’s Village, public beaches and parks, and shopping centers, generate a number of day
visitors to the area; however, this study does not address the economic impact of these day visitors,
another substantial source of revenues for the community.

DEFINITIONS

Overnight Visitors — a combination of overnight visitors who pay to stay at hotels in Marina del Rey
and those visitors who stay at private homes in the community of Marina del Rey.

Hotel Guests — those overnight visitors who pay to stay at lodging facilities (hotels/motels) in the
community of Marina del Rey. The primary purpose of their visits to Marina del Rey varies and
includes business and leisure visitors. This does not include guests that pay for short term vacation
rentals, i.e. Airbnb.

Private House Guests (VFR’s) — those overnight visitors who do not pay to stay at private homes in
the community of Marina del Rey, not including those that utilize Airbnb and other vacation rental
services. In many cases, the primary purpose of their visits is to visit friends and/or relatives in
Marina del Rey, hence the term VFRs (Visiting Friends and/or Relatives).

Day Visitors — those visitors to Marina del Rey who stay in accommodations outside of Marina del
Rey.

Multiplier — a means to determine the indirect economic benefits of visitor expenditures in a
community, such as spending by hotels and restaurants and their employees. The multiplier is
applied to direct spending by visitors to measure the total flow of visitor dollars through the
economy.

Visitor Days — a calculation that takes into account both the number of visitors and their length of
stay so that each day of their visit is reflected as a unique entity. In the case of hotel guests, visitor
days are calculated by multiplying occupied hotel room nights by the double occupancy factor. In
the case of VFR's, visitor days are calculated by multiplying total VFR’s by their average length of
stay.

Double Occupancy Factor — the double occupancy factor refers to the average number of reported
adults per room acquired by surveying Marina del Rey hotels
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CONCLUSIONS
Overnight Visitors

ECONOMIC IMPACT - Ovemight Visitors

2018 2017
Visitor Days: 1,378,000 | Visitor Days: 1,357,000
Percentage Percentage

Total Spending | Spending/Day | of Revenue' | Total Spending | Spending/Day | of Revenue'
Lodging $94,811,484 $68.82 29% $93,429,820 $68.87 29%
Food and Beverage 78,464,676 56.95 24 77,321,230 57.00 24
Transportation 45,771,061 33.22 14 45,104,051 33.25 14
Entertainment 39,232,338 28.48 12 38,660,615 28.50 12
Retail 49,040,423 35.60 15 48,325,769 35.62 15
Other Spending 19,616,169 14.24 6 19,330,308 $14.25 6
Total Spending $326,936,152 | $237.31 100% $322,171,793 $237.49 100%
Multiplier 1.3 1.3
TOTAL IMPACT $425,017,000 $418,823,000

"Percentages Derived from LATCB Visitor Survey

e In 2018, the direct spending of overnight visitors is estimated to have accounted for
approximately $326.9 million, while approximately $98.1 million was generated
through indirect and induced spending (the multiplier effect).

e 1In 2017, based on revised data, the direct spending is estimated to have accounted for
approximately $322.2 million, while approximately $96.7 million was generated
through indirect and induced spending (the multiplier effect).

e It should be noted that overnight visitor spending is not limited to the environs of Marina
del Rey; however, we believe that whatever leakage occurs from the immediate
community is more than offset by the revenues generated from day visitors.

Marina del Rey Visitor Spending by Category 2018

$19,616,169

B Lodging
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$19,330,308

$38,660,615

Marina del Rey Visitor Spending by Category 2017
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Overnight Visitors by Type of Accommodation

Ovemight Visitors by Type of Accommodation

2018 % Change 2017
Occupied Hotel Room Nights 348,327 1% 345,116
Double Occupancy Factor! 1.79 1.78
Average Length of Stay for Hotel Guests? 1.96 1.96
Total Number of Hotel Guests 318,797 2% 314,055
HOTEL VISITOR DAYS (Rounded) 625,000 2% 615,000
Total Number of Visitors Staying in Private Homes (VFR's) 171,660 2% 169,107
Average Length of Stay for VFR's® 4.39 4.39

VFR VISITOR DAYS (Rounded
TOTAL

Total Number of Visitors

Total Number of Visitor Days

753,000

490,456

1,378,000

! Double Occupancy Factor Acquired by Surveying MDR Hotels

2 Average Length of Stay Acquired by Surveying MDR Hotels

1%

742,000

483,162
1,357,000

3 VFR Average Length of Stay Acquired from LATCB Visitor Spending Analysis LA County 2016/2017
Note that Data for International Visitors is from 2016 and Domestic is from 2017 (Latest Available)

e We estimate that in 2018, there were approximately 490,000 visitors to Marina del Rey
for a total of approximately 1.4 million visitor days.

e In 2018, the total number of hotel guests is estimated to have been approximately
318,800 for a total of approximately 625,000 hotel visitor days. Additionally, the total
number of VFR's is estimated to have been approximately 171,700 for a total of

approximately 753,000 VFR visitor days.
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Overnight Visitors to Marina Del Rey by
Accommodation Type 2018

MW Total Number of Hotel
Guests

m Total Number of Visitors
Staying in Private Homes
(VFR's)

Employment

Overnight Visitor Spending Category
2018

Category
Lodging ! $94,811,484
Food and Beverage $78,464,676
Transportation $45,771,061
Entertainment $39,232,338
Retail $49,040,423
Other $19,616,169
Related Jobs ?
10.83 jobs/$1 million in spending for Hotels 1,027
10.83 jobs/$1 million in spending for Food and Beverage Establishments 850
6.92 jobs/$1 million in spending for Transportation 317
4.86 jobs/$1 million in spending for Retail 238

8.60 jobs/$1 million in spending for Entertainment and Other Spending 506
TOTAL JOBS 2,937

'Rooms Revenue Only

2Each multiplier measures the total number of jobs created in each category as a result of
visitor spending by type of commodity purchased

Dean Runyan California Travel Impacts, 2000-2017p

In Marina del Rey, visitor spending on lodging, food and beverage, transportation, entertainment
and retail created and/or supported roughly 2,937 jobs in 2018.
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Employment Supported by Visitor Spending in 2018

Jobs Spending

M Lodging: $94,811,484

M Food and Beverage:
$78,464,676

m Transportation: $45,771,061

Retail: $49,040,423

H Entertainment and Other
Spending: $58,848,507

Taxes

2018 % Change 2017
Rooms Revenue $94,811,484 1% $93,429,820
TOT Tax Rate 12% 12%
TOT Generated $11,382,456 2% $11,205,117
Sales Revenue (F&B and Retail) $127,505,099 1% $125,646,999
Tax Rate to County 1% 1%
Sales Tax Generated $1,275,051 1% $1,256,470

Total Measurable Tax Revenues for Marina del Rey ~ $12,657,507 2% $12,461,587

e According to the information submitted by the Marina del Rey hotels, transient
occupancy tax (TOT) in calendar year 2018 totaled approximately $11.4 million,
reflecting total rooms revenues of approximately $94.8 million.

e In addition to TOT, the County of Los Angeles receives 1.0 point of the sales tax
generated from meals and beverages, as well as non-food retail. We have estimated
that tourism-related meals, beverages, and non-food retail sales generated
approximately $1.28 million in 2018 of sales tax revenue. These numbers do noft reflect
sales tax collected on restaurant and entertainment revenues generated by local patrons
and day visitors.
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Ground Rent

Rent Paid to Los Angeles County

Category 2018 % Change 2017

Hotel Rental Revenues $9,654,422 1% $9,575,116
Charter Yacht Rental Revenues $363,552 9% $332,974
Restaurant Rental Revenues $4,439,916 0% $4,446,439

Total Rent Paid to Los Angeles County $14,457,891 1% $14,354,529

e According to information submitted by Marina del Rey hotels, restaurants, bars, and
charter yacht rental companies, these visitor-related businesses generated a total of
approximately $14.5 million in rental revenue for the County in 2018.

METHODOLOGY

The methodology used to determine the total economic impact of tourism in Marina del Rey
includes an estimation of direct overnight visitor spending. Additionally, our analysis includes an
estimation of the number of jobs supported by the tourism industry in Marina del Rey and the
associated tax revenues (sales and transient occupancy tax revenues) generated by overnight
visitors.

TOTAL ECONOMIC IMPACT

The total economic impact of tourism in Marina del Rey consists of the application of a final-
demand multiplier to an analysis of direct visitor spending expenditures. The following text discusses
the methodology in greater detail.

Direct Visitor Spending

Our analysis of visitor spending is limited to spending by overnight guests that stay in the community
of Marina del Rey. For the purposes of this analysis, the six hotels in Marina del Rey were surveyed
with regards to their revenues by department, occupancy rate, average guest length of stay, double
occupancy factor, employment, expenditures, and taxes and rent paid to the county of Los Angeles.
These hotels include the following:

Marriott Marina del Rey

Jamaica Bay Inn

Foghorn Harbor Inn

Marina del Rey Hotel

Ritz Carlton Marina del Rey

Hilton Garden Inn Marina del Rey

Additionally, the source of visitor expenditure data for this study was provided by the Los Angeles
Tourism & Convention Board. We were provided with the amalgamated spend for all domestic and
international travelers to Los Angeles County for 2017, and the ratio of the spend by category for
all domestic and international visitors for 2016, the most recent data available. Although these
percentages obtained from Los Angeles Tourism & Convention Board reflect spending for all of Los
Angeles County in 2017, we are of the opinion that these spending patterns are representative of
that of the typical overnight visitor to Marina del Rey in 2018. In addition, the spending patterns
presented herein are similar to those of overnight visitors staying in comparable incorporated cities
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within Los Angeles County. Data from the Los Angeles Tourism & Convention Board was used with
respect to the percentage allocation of daily expenditures for the following categories:

Lodging;

Food and beverage;

Transportation;

Retail (Shopping);

Entertainment;

Other spending (i.e. spa, grooming, health club)

The following table presents the average spending ratios for overnight visitors, by segment, for Los
Angeles County using total spend data from 2017 and ratio of spend from 2016.

Overnight Visitors to Los Angeles County
Per Capita Spending by Category 2017*

Category % Spent $ Spent/Visitor $ Spent/Day
Lodging 29% $206.36 $50.33
Food + Beverage 24 170.78 41.65
Transportation 14 99.62 24.30
Entertainment 12 85.39 20.83
Shopping/Retail 15 106.74 26.03
Other 6 42.70 10.41

Total (Rounded) 100% $712.00 $173.56

*Note: These Figures Utilized the Ratio of Spend per Category for 2016 and the
Total Spend for 2017 (Latest Data Available)

Source: Los Angeles Tourism and Convention Board

For all overnight visitors, taking into account those that stay in private homes, lodging generally
represents the biggest single expense while traveling in Los Angeles. In 2016, the latest year for
which the ratio of lodging to total spend was available, approximately 29 percent of all
expenditures were for lodging. Accordingly, our analysis of overnight visitor spending began with
an examination of revenues generated from the rental of hotel and motel rooms.

We were provided with the total rooms revenue and total number of occupied rooms generated by
hotel guests for calendar year 2018 for the hotels in Marina del Rey. Together, the Marriott Marina
del Rey, Jamaica Bay Inn, Foghorn Harbor Inn, Marina del Rey Hotel, Ritz Carlton Marina del Rey,
and the Hilton Garden Inn offer 1,108 guestrooms. These six hotels were surveyed to obtain
information regarding total number of guests and double occupancy for 2018. Additionally,
transient occupancy tax for the Marina del Rey community was examined. The table presented
below presents the historical market performance based on the information provided by the hotels
in Marina del Rey.

Historical Market Performance of the Competitive Supply

Annual  Percent | Occupied Percent Market Average  Percent Percent
Year | Supply Change| Rooms Change | Occupancy | Daily Rate  Change | REVPAR ~ Change
2017 | 403,690 N/A | 345,116  N/A 85.5% $270.72 N/A | $231.44  N/A
2018 404,420 0.2% | 348,506 1.0% 86.2% 272.16  0.5% 234.53  1.3%

Source: CBRE Hotels

The supply of hotel rooms in Marina del Rey has stayed roughly constant while the number of
occupied room nights in 2018 was 348,506, which translates to an occupancy rate of 86.2 percent
for the market. This represents a 1.0 percent year-over-year increase in occupied room nights. The
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marginal increase in annual supply from 2017 to 2018 stems from the addition of two rooms at
the Hilton Garden Inn Marina del Rey.

Hotels in Marina del Rey also experienced an increase in average daily room rate (ADR). In 2018,
ADR grew 0.5 percent over 2017, from $270.72 to $272.16. As a result of increases in both
occupied rooms and ADR, the competitive market's RevPAR (revenue per available room) posted
an increase of 1.3 percent in 2018.

To determine total visitor days for overnight guests, we focused on the number of hotel and motel
guests in Marina del Rey. Specifically, we arrived at a double occupancy factor, based on the
surveyed hotels and industry trends, by which we multiplied the number of occupied rooms in
Marina del Rey to ascertain the number of hotel visitor days. Based on the information gathered
and our knowledge of the local lodging market, we have calculated a double occupancy factor of
1.79 in 2018 to account for the number of people per room. Once we calculated the total hotel
visitor days, we employed data from the Los Angeles Tourism and Convention Board in order to
come to a value for total VFR visitor days. Based on LATCB data for overnight visitors to Los Angeles
County, we have utilized a VFR factor of 35 percent and an average length of stay of 4.4 days,
meaning that 35 percent of all visitors to Marina del Rey stay in private homes for a period of, on
average, 4.4 days and do not pay for lodging. Utilizing this factor, we have generated a total
number of VFR visitor days. Combining these two values for VFR visitor days and hotel visitor days
we have arrived at a total number of visitor days for overnight guests in Marina del Rey.

We utilized our calculation of rooms revenue as a basis for determining the average expense per
day for lodging, as it is the most recent and accurate tracking available. To determine the daily
lodging spending per hotel guest, we divided the average daily rate by the occupancy factor for
each year. By definition, VFR’s do not spend on lodging therefore our rooms revenue total serves
as an indicator of total overnight visitor spending. Dividing rooms revenue by total visitor days
calculated above gives us daily spending on lodging per day for all overnight visitors. The following
table summarizes these calculations.

Overnight Visitors and Daily Lodging Expenditure

2018 2017
Total Occupied Rooms 348,327 345,116
Occupancy Factor 1.79 1.78
Average Length of Stay (Hotel Guests) 1.96 1.96
Total Hotel Visitors 318,797 314,055
Average Daily Rate $272.19 $270.72
Daily Lodging Spend per Hotel Guest $151.74 $151.94
Total Lodging Spend for All Overnight Visitors $94,811,484 $93,429,820
Total Visitor Days (including Hotel and VFR Guests) 1,377,692 1,356,575
Daily Lodging Spend for all Visitors $68.82 $68.87

Source: CBRE Hotels

For the other expense categories, we then multiplied the average expense per day by the
percentages provided by Los Angeles Tourism & Convention Board'’s survey for each category (food
and beverage, entertainment, local transportation, non-food retail, and other spending) to derive
the average spend per day for a typical overnight visitor.
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Overnight Visitors to Marina del Rey

Daily Spending per Visitor by Category

2018
Category % Spent $ Spent/Day
Lodging 29% $68.82
Food and Beverage 24% 56.95
Transportation 14% 33.22
Entertainment 12% 28.48
Shopping/Retail 15% 35.60
Other 6% 14.24
Total 100% $237.31

Source: CBRE Hotels

We have taken into consideration that the percentages derived from the LATCB study are
representative of visitors to Los Angeles County as a whole; however, we are of the opinion that
these spending patterns are fairly representative of that of the typical overnight visitor to Marina
del Rey. After deriving the average spend per day for an overnight visitor to Marina del Rey, we
have utilized our estimate for total overnight visitor days to estimate the total spend for all overnight
visitors to Marina del Rey.

Total Ovemnight Visitor Spending Marina Del Rey

2018
Daily Spend per Overnight Visitor $237.31
Total Overnight Visitor Days 1,378,000

Total Overnight Visitor Spending $326,936,152

The Multiplier Effect

The total impact of direct visitor spending to Marina del Rey is amplified by means of an economic
multiplier. A multiplier is used to estimate the impact that the visitor dollar makes beyond the initial
goods/services purchased. The infusion of new dollars into the local economy also produces
additional goods and services. In short, “direct” visitor spending creates indirect and induced
economic benefits for the community. For example, visitor spending collected “directly” within a
hotel restaurant also “indirectly” supports food and beverage suppliers and delivery services.
Moreover, the direct and indirect spending induces further spending in the community by
employees of the benefiting businesses.

In discussions with the Economic Development Corporation and reflecting the current economic
conditions experienced in 2018, we are of the opinion that an economic multiplier of 1.3 is
appropriate for Marina del Rey. Therefore, for every visitor dollar spent directly in the Marina del
Rey community, the overall economic impact equates to 1.3 dollars. The value of 2.1 reflects the
final demand multiplier for all of Los Angeles-Long Beach Metropolitan Statistical Area (MSA), as
determined by the U.S. Department of Commerce, Economic Bureau in its Regional Multipliers
Program. We find the reduced multiplier of 1.3 to be reasonable as the community of Marina del
Rey only represents a fraction of the Los Angeles-Long Beach MSA. In addition, this multiplier is
used in economic impact studies for comparable incorporated cities within Los Angeles County.

Therefore, we applied a multiplier of 1.3 to the total direct visitor spending for hotel guests to
determine the overall economic impact of visitors to Marina del Rey.
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EMPLOYMENT

In order to determine the correlation between visitors to Marina del Rey and employment, we
utilized information from the California Travel Impacts, 2000-2017p study published by Dean
Runyan & Associates for Visit California in May 2018. This data was obtained from the Bureau of
Labor Statistics Covered Employment and Wages, the Bureau of Economic Analysis’ Regional
Economic Information System, and industry receipts. Figures from this study provided the basis for
our estimation of the impact of a $1.0 million in output delivered to final demand in a certain
industry on employment in various tourism-related industries, including lodging, entertainment and
other service industries, food and beverage establishments, transportation, and non-food retail
trade. Based on the above data, we ascertained the number of jobs supported by visitor spending
in the community of Marina del Rey.

TAXES

Tax collections represent a large source of revenue generated from overnight visitors to Marina del
Rey, with the transient occupancy tax (TOT) being the largest single source of tax revenue generated
from tourism. We were provided with TOT data for calendar year 2018 from the hotels within the
community of Marina del Rey.

In addition, government revenues drawn from tourism include:

Sales Tax
Property Tax
Business Tax
Utility Tax

We were unable to quantify the percentage of property, business and utility tax revenues associated
with visitor spending, as well as sales tax associated with any and all indirect visitor expenditures.
Additionally, our analysis does not take into account sales tax derived from restaurant revenues
related to the purchase of food and beverage by day visitors and local patrons. For these reasons,
our estimate underestimates the impact of tourism relative to tax revenues. Thus, our analysis of
the total tax revenues for the community of Marina del Rey is limited to measurable tax revenues,
which include direct sales tax and transient occupancy tax (TOT). It should be noted that the
transient occupancy tax rate for Marina del Rey is 12.0 percent, while one percent represents the
portion of sales receipts allocated to the county.

GROUND RENT

As part of Los Angeles County, hotels, restaurants, and charter yacht companies in Marina del Rey
are subject to a ground lease, most of which are based on terms wherein the lessor and lessees
share the resultant cash flows generated by the sale of hotel rooms, food and beverage, yacht
rentals, bike rentals, telephone charges, parking fees, and miscellaneous sales. Based on the
information submitted by the Marina del Rey hotels, restaurants, and yacht charter companies they
paid a total of approximately $14.5 million to Los Angeles County in rent in 2018, reflecting a one
percent growth over 2017. We are of the opinion that these businesses rely principally on tourist
business and therefore any rent paid to the county can be considered attributable to the impact of
tourism in Marina del Rey.
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SUMMARY AND FORECAST

The economic impact of tourism to the community of Marina del Rey in 2018 was significant,
representing approximately $425.0 million.

Marina del Rey is an affluent, predominately commercial community which enjoys the unique
recreational and scenic amenities of a small craft harbor. The harbor, related facilities, hotels,
restaurants, and specialty retail shops help make Marina del Rey a popular local attraction in Los
Angeles County. Marina del Rey has experienced continued growth in the last several years, and
the community is enjoying a surge in popularity and development. Additionally, Marina del Rey is
well located relative to a diverse and growing collection of prominent entertainment, technology,
media-related, medical, and professional service firms headquartered in the surrounding
communities of Culver City, Playa Vista, Santa Monica, and Venice. In the past few years, the areaq,
in particular neighboring Venice and Playa Vista, have become the epicenter of technology
company activity in Southern California with the emergence of Silicon Beach. The community’s
diverse business environment has been able to maintain revenues, with improved regional tourism
and retail sales to support further growth. With a significant number of residential units currently
under development, the housing market outlook for Marina del Rey remains positive.

Overall these residential and redevelopment projects have the potential to substantially boost both
commercial and leisure demand for hotels in the area. Marina del Rey will be able to further
establish itself as a desired destination for tourists and business travelers. In addition, future real
estate development and the lodging market supply and demand dynamics of the local market have
recently substantiated the need for additional accommodations. Given its coastal location
proximate to Silicon Beach and the nearby commercial offices, Marina del Rey is anticipated to
remain a popular destination for commercial and leisure travelers to the Los Angeles County area.
Given that the market is operating at above its long-term level of stabilization, we anticipate that
occupancy in the Marina del Rey hotel market will gradually return to normalized levels as ADR
continues to grow.

Historical Performance of the Marina del Rey Hotel Market

The aggregate average annual available and occupied rooms, resulting occupancy levels, average
daily rate("ADR”), and revenue per available room (“RevPAR”) for the Marina del Rey hotel supply
from 2014 to 2018, as well as year to date (“YTD”) through January 2019 as compared to the
same period last year are presented in the following table.

Historical Market Performance of Marina del Rey Hotels
Annual  Percent | Occupied Percent | Market Average  Percent Percent
Year Supply Change| Rooms  Change | Occupancy | Daily Rate  Change | REVPAR  Change
2014 |343,830 N/A | 271,727 N/A 79.0% | $242.25 N/A [$191.45 N/A

2015 |403,690 17.4% | 319,054 17.4% 79.0 251.12 3.7% | 198.47 3.7%
2016 |[403,690 0.0 | 337,858 5.9 83.7 269.09 7.2 22521 13.5
2017 [403,690 0.0 | 345,116 2.1 85.5 270.72 0.6 231.44 2.8
2018 |404,420 0.2 | 348,506 1.0 86.2 272.16 0.5 23453 1.3
CAAG 4.1% 6.4% 3.0% 5.2%

1/18 ytd | 404,420 N/A | 323,933 N/A 80.1% | $258.44 N/A | $207.01 N/A
1/19 ytd | 404,420 0.0% | 326,885 0.9% 80.8% 256.28 -0.8% | 207.14 0.1%
Source: CBRE Hotels

e Supply for the identified competitive market grew by 17.4 percent in 2015 due to the
2015 re-opening of the Marina del Rey Hotel, which was closed in August 2013 to
undergo an extensive $25 million renovation. Accordingly, note that the 4.1 percent
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compound average annual growth (“CAAG”) in supply over the historical period does
not represent an entry of new hotel rooms into the market, but instead reflects the re-
entry of the Marina del Rey Hotel into the market.

Demand as measured by occupied room nights for the competitive market has
outpaced growth in supply and increased at an average growth rate of 6.4 percent over
the past five years. In 2015, the rate of demand growth was commensurate with supply
growth at 17.4 percent as the Marina del Rey Hotel re-entered the market with its new
higher quality level offerings. Demand in the Marina del Rey hotel market increased at
a robust 5.9 percent in 2016 along with general improving economic conditions.
Demand growth increased at a slower pace in 2017 and 2018 of 2.1 and 1.0 percent
respectively as the market reached historically high levels of occupancy. YTD through
January of this year, demand has grown at 0.9 percent as compared to the same period
the year prior.

Occupancy has increased in each of the past five years and ranged from 79.0 percent
in 2014 to 86.2 percent in 2018. Notably, occupancy in the Marina del Rey Hotel
market increased by 4.7 percent in 2016 due to strong demand growth. Through
January of this year, occupancy increased by 0.7 percent as compared to the same
period the year prior.

ADR for the period surveyed increased at 3.0 percent on an annual basis, in keeping
with historical inflationary levels. Rate growth was strongest in 2015 and 2016, with
growth of 3.7 percent and 7.2 percent, respectively. ADR growth slowed in 2017 to 0.6
percent, and 0.5 percent in 2018, to end 2018 at $272.16. Rate has decreased by 0.8
percent through January 2019 as compared to the 2018 YTD figure.

With healthy increases in occupancy and a 3.0 percent ADR growth since 2014, RevPAR
has grown at a CAAG of 5.2 percent for the five-year period surveyed, with the largest
gain in RevPAR being 13.5 percent in 2016. Through January of this year, RevPAR has
remained virtually flat as compared to the same period last year.

Projected Performance of the Marina del Rey Market — Scenario A

Presented in the following table is a summary of our occupancy and ADR projections for Marina
del Rey for the years 2019 through 2023. As mentioned previously, Scenario A assumes that the
under-construction Courtyard and Residence Inn hotels located at 4360 Via Marina do not enter
the Marina del Rey hotel market.

Projected Market Performance — Scenario A

Annual  Percent | Occupied Percent | Market Average  Percent Percent
Year | Supply Change| Rooms Change | Occupancy | Daily Rate  Change | REVPAR  Change
2019 404,420 0.0% | 343,800 -1.4% 85% $278.00 2.1% |$236.33 0.8%
2020 | 404,420 0.0 339,700 -1.2 84 286.00 2.9 240.23 1.7
2021 404,420 0.0 339,700 0.0 84 295.00 3.1 247.79 3.1
2022 404,420 0.0 335,700 -1.2 83 304.00 3.1 252.34 1.8
2023 | 404,420 0.0 331,600 -1.2 82 313.00 3.0 256.64 1.7
CAAG | 0.0% -0.9% 3.0% 2.1%

Source: CBRE Hotels

e Between 2019 and 2023, supply for the competitive market is projected to remain flat, as
there are no new additions to supply anticipated for this period.
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e We project the Marina del Rey hotel market to gradually return to long-run averages during
the five-year projection period. As such, we anticipate market occupancy to decline by
approximately 1.0 percent in 2019, for a year-end figure of 85 percent. We further project
market occupancy to reach 84 percent in 2020 and remain at this level in 2021, before
declining to 83 percent in 2022, and stabilizing at 82 percent in 2023.

e ADRin 2019 is projected to end at approximately $278.00, an increase of 2.1 percent. In
2020 and each year for the remainder of the projection period, we have projected rates to
aftain increases proximate to inflationary levels of 3.0 percent. Overall, this equates to an
average annual growth rate of 3.0 percent over the projection period.

Projected Performance of the Marina del Rey Market — Scenario B

Presented in the following table is a summary of our occupancy and ADR projections for Marina
del Rey for the years 2019 through 2023. Scenario B assumes that the under-construction
Courtyard and Residence Inn hotels enter the Marina del Rey hotel market in 2022 ofter a
construction delay due to the aforementioned gas leak. Based on conversations with representatives
from the Department of Beaches and Harbors and the Marina del Rey CVB, it is our understanding
that the process of making the repairs necessary to seal the leak will be lengthy. Accordingly, we
have revised the projected opening date of the dual branded hotel project to early 2022 from an
initial projected opening date of early 2020.

Projected Market Performance — Scenario B

Annual  Percent | Occupied Percent | Market Average  Percent Percent

Year | Supply Change| Rooms Change | Occupancy | Daily Rate Change | REVPAR  Change
2019 | 404,420  0.0%| 343,800 -1.4% 85% $278.00 2.1% |$236.33 0.8%
2020 | 404,420 0.0 | 339,700 -1.2 84 286.00 2.9 240.23 1.7
2021 | 404,420 0.0 | 339,700 0.0 84 295.00 3.1 247.79 3.1
2022 509,540 26.0 | 414,900 22.1 81 304.00 3.1 247.54 -0.1
2023 [ 509,540 0.0 | 417,800 0.7 82 313.00 3.0 256.65 3.7
CAAG| 5.9% 5.0% 3.0% 2.1%

Source: CBRE Hotels

e We have projected a January 2022 opening for the under-construction Courtyard and
Residence Inn, resulting in a 26.0 percent increase in supply for 2022, and an average
annual growth rate for the five-year projection period of 5.9 percent. Occupied rooms
demand is expected to increase at 5.0 percent annually over the same period, resulting in
a stabilized occupancy level of 82 percent beginning in 2023.

e We project the Marina del Rey hotel market to gradually return to long-run averages during
the five-year projection period. As such, we anticipate market occupancy to decline by
approximately 1.0 percent in 2019, for a year-end figure of 85 percent. We further project
market occupancy to reach 84 percent in 2020 and 2021. In 2022, we estimate that market
occupancy will drop to 81 percent as the Courtyard and Residence Inn are introduced into
the market. As the market absorbs these additions to supply in 2023, we anticipate
occupancy fo increase to 82 percent, the projected stabilized level.

® ADR in 2019 is projected to finish 2019 at approximately $278.00, an increase of
approximately 2.1 percent. In 2020 and each year for the remainder of the projection
period, we have projected rates to attain increases proximate to inflationary levels of 3.0
percent. Overall, this equates to an average annual growth rate of 3.0 percent over the
projection period.
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TERMS AND CONDITIONS

1. CBRE, Inc. through its advisor (collectively, “CBRE") has inspected through reasonable observation the subject
property. However, it is not possible or reasonably practicable to personally inspect conditions beneath the soil.

2. The report, including its conclusions and any portion of such report (the “Report”), is as of the date set forth in the
letter of transmittal and based upon the information, market, economic, and property conditions and projected levels
of operation existing as of such date. The dollar amount of any conclusion as to value in the Report is based upon
the purchasing power of the U.S. Dollar on such date. The Report is subject to change as a result of fluctuations in
any of the foregoing. CBRE has no obligation to revise the Report to reflect any such fluctuations or other events or
conditions which occur subsequent to such date.

3. Unless otherwise expressly noted in the Report, CBRE has assumed that:

(i) Title to the subject property is clear and marketable and that there are no recorded or unrecorded matters or
exceptions to title that would adversely affect marketability or value. CBRE has not examined ftitle records
(including without limitation liens, encumbrances, easements, deed restrictions, and other conditions that may
affect the title or use of the subject property) and makes no representations regarding title or its limitations on
the use of the subject property. Insurance against financial loss that may arise out of defects in title should be
sought from a qualified title insurance company.

(i) If any, existing improvements on the subject property conform to applicable local, state, and federal building
codes and ordinances, are structurally sound and seismically safe, and have been built and repaired in a
workmanlike manner according to standard practices; all building systems (mechanical/electrical, HVAC,
elevator, plumbing, efc.) are in good working order with no major deferred maintenance or repair required;
and the roof and exterior are in good condition and free from intrusion by the elements. CBRE has not retained
independent structural, mechanical, electrical, or civil engineers in connection with this report and, therefore,
makes no representations relative to the condition of improvements. CBRE advisors are not engineers and are
not qualified o judge matters of an engineering nature, and furthermore structural problems or building system
problems may not be visible. It is expressly assumed that any purchaser would, as a precondition to closing a
sale, obtain a satisfactory engineering report relative to the structural integrity of the property and the integrity
of building systems.

(i) Any proposed improvements, on or off-site, as well as any alterations or repairs considered will be completed
in a workmanlike manner according to standard practices.

(iv) Hazardous materials are not present on the subject property. CBRE is not qualified to detect such substances.
The presence of substances such as asbestos, urea formaldehyde foam insulation, contaminated groundwater,
mold, or other potentially hazardous materials may affect the value of the property.

(v) No mineral deposit or subsurface rights of value exist with respect to the subject property, whether gas, liquid,
or solid, and no air or development rights of value may be transferred. CBRE has not considered any rights
associated with extraction or exploration of any resources, unless otherwise expressly noted in the Report.

(vi) There are no contemplated public initiatives, governmental development controls, rent controls, or changes in
the present zoning ordinances or regulations governing use, density, or shape that would significantly affect the
value of the subject property.

(vii) All required licenses, certificates of occupancy, consents, or other legislative or administrative authority from
any local, state, nor national government or private entity or organization have been or can be readily obtained
or renewed for any use on which the Report is based.

(viii) The subject property is managed and operated in a prudent and competent manner, neither inefficiently or
super-efficiently.

(ix) The subject property and its use, management, and operation are in full compliance with all applicable federal,
state, and local regulations, laws, and restrictions, including without limitation environmental laws, seismic
hazards, flight patterns, decibel levels/noise envelopes, fire hazards, hillside ordinances, density, allowable
uses, building codes, permits, and licenses.

(x) The subject property is in full compliance with the Americans with Disabilities Act (ADA). CBRE is not qualified
to assess the subject property’s compliance with the ADA, notwithstanding any discussion of possible readily
achievable barrier removal construction items in the Report.

(xi) All information regarding the areas and dimensions of the subject property furnished to CBRE are correct, and
no encroachments exist. CBRE has neither undertaken any survey of the boundaries of the subject property nor
reviewed or confirmed the accuracy of any legal description of the subject property.

Unless otherwise expressly noted in the Report, no issues regarding the foregoing were brought to CBRE's attention,
and CBRE has no knowledge of any such facts affecting the subject property. If any information inconsistent with
any of the foregoing assumptions is discovered, such information could have a substantial negative impact on the
Report. Accordingly, if any such information is subsequently made known to CBRE, CBRE reserves the right to amend
the Report, which may include the conclusions of the Report. CBRE assumes no responsibility for any conditions
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regarding the foregoing, or for any expertise or knowledge required to discover them. Any user of the Report is
urged fo retain an expert in the applicable field(s) for information regarding such conditions.

CBRE has assumed that all documents, data and information furnished by or behalf of the client, property owner,
or owner’s representative are accurate and correct, unless otherwise expressly noted in the Report. Such data and
information include, without limitation, numerical street addresses, lot and block numbers, Assessor’s Parcel
Numbers, land dimensions, square footage area of the land, dimensions of the improvements, gross building areas,
net rentable areas, usable areas, unit count, room count, rent schedules, income data, historical operating expenses,
budgets, and related data. Any error in any of the above could have a substantial impact on the Report. Accordingly,
if any such errors are subsequently made known to CBRE, CBRE reserves the right to amend the Report, which may
include the conclusions of the Report. The client and intended user should carefully review all assumptions, data,
relevant calculations, and conclusions of the Report and should immediately notify CBRE of any questions or errors
within 30 days after the date of delivery of the Report.

CBRE assumes no responsibility (including any obligation to procure the same) for any documents, data or
information not provided to CBRE, including without limitation any termite inspection, survey or occupancy permit.

Any cash flows included in the analysis are forecasts of estimated future operating characteristics based upon the
information and assumptions contained within the Report. Any projections of income, expenses and economic
conditions utilized in the Report, including such cash flows, should be considered as only estimates of the expectations
of future income and expenses as of the date of the Report and not predictions of the future. Actual resulis are
affected by a number of factors outside the control of CBRE, including without limitation fluctuating economic,
market, and property conditions. Actual results may ultimately differ from these projections, and CBRE does not
warrant any such projections.

The Report contains professional opinions and is expressly not intended to serve as any warranty, assurance or
guarantee of the performance of the subject property. Accordingly, CBRE shall not be liable for any losses that arise
from any investment or lending decisions based upon the Report that the client, intended user, or any buyer, seller,
investor, or lending institution may undertake related to the subject property, and CBRE has not been compensated
to assume any of these risks. Nothing contained in the Report shall be construed as any direct or indirect
recommendation of CBRE to buy, sell, hold, or finance the subject property.

No opinion is expressed on matters which may require legal expertise or specialized investigation or knowledge
beyond that customarily employed by the advisors. Any user of the Report is advised to retain experts in areas that
fall outside the scope of the advisor for such matters.

CBRE assumes no responsibility for any costs or consequences arising due to the need, or the lack of need, for flood
hazard insurance. An agent for the Federal Flood Insurance Program should be contacted to determine the actual
need for Flood Hazard Insurance.

Acceptance or use of the Report constitutes full acceptance of these Assumptions and Limiting Conditions and any
special assumptions set forth in the Report. It is the responsibility of the user of the Report to read in full, comprehend
and thus become aware of all such assumptions and limiting conditions. CBRE assumes no responsibility for any
situation arising out of the user’s failure to become familiar with and understand the same.

. The Report applies to the property as a whole only, and any pro ration or division of the title into fractional interests

will invalidate such conclusions, unless the Report expressly assumes such pro ration or division of interests.

. The maps, plats, sketches, graphs, photographs, and exhibits included in this Report are for illustration purposes

only and shall be utilized only to assist in visualizing matters discussed in the Report. No such items shall be removed,
reproduced, or used apart from the Report.

. The Report shall not be duplicated or provided to any unintended users in whole or in part without the written consent

of CBRE, which consent CBRE may withhold in its sole discretion. Exempt from this restriction is duplication for the
intfernal use of the intended user and its attorneys, accountants, or advisors for the sole benefit of the intended user.
Also exempt from this restriction is fransmission of the Report pursuant to any requirement of any court, governmental
authority, or regulatory agency having jurisdiction over the intended user, provided that the Report and its contents
shall not be published, in whole or in part, in any public document without the written consent of CBRE, which
consent CBRE may withhold in its sole discretion. Finally, the Report shall not be made available to the public or
otherwise used in any offering of the property or any security, as defined by applicable law. Any unintended user
who may possess the Report is advised that it shall not rely upon the Report or its conclusions and that it should rely
on its own consultants and advisors for any decision in connection with the subject property. CBRE shall have no
liability or responsibility to any such unintended user.



