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May 29, 2015

Mr. Martin Pinsker

American Hotel Income Properties REIT Inc.
1660 - 401 West Georgia Street

Vancouver, British Columbia, V6B 5A1

Re: Courtyard by Marriott Ocala
3712 Southwest 38th Avenue
Ocala, Florida
HVS Reference: 2015020799

Dear Mr. Pinsker:

Pursuant to your request, we herewith submit our narrative appraisal report
pertaining to the above-captioned hotel. We have inspected the real estate and
analyzed the market conditions in the Ocala, Florida area. Our report has been
prepared in accordance with, and is subject to, the requirements of the Financial
Institutions Reform, Recovery, and Enforcement Act (FIRREA) and the Uniform
Standards of Professional Appraisal Practice (USPAP), as provided by the
Appraisal Foundation.

Based on our analysis, it is our opinion that the “as is” market value of the fee
simple interest in the real and personal property of the Courtyard by Marriott
Ocala, as of May 14, 2015, is:

$15,700,000
FIFTEEN MILLION SEVEN HUNDRED THOUSAND DOLLARS

This value estimate equates to $92,900 per room. This represents the "as is" value
of the subject property, assuming a capital deduction of $2,500,000. In the event
that the actual cost differs from the amount stated, the value of the subject
property may change. It is assumed that the capital improvements will be
completed in a competent and timely manner. The capital expenditures will be
discussed in detail in a subsequent section of this report. Based on our analysis, it
is our opinion that the “when complete” prospective market value of the fee simple
interest in the real and personal property of the Courtyard by Marriott Ocala, as of
May 31, 2016, is:

$19,000,000
NINETEEN MILLION DOLLARS

This value estimate equates to $112,400 per room.



This appraisal is subject to the extraordinary assumption that a capital deduction
will be required to fund necessary upgrades for the subject property. The use of
this extraordinary assumption may have affected the assignment results.
Moreover, several important general assumptions have been made that apply to
this appraisal and our valuations of hotels in general. These items are set forth in
the Assumptions and Limiting Conditions chapter of this report. We have made no
assumptions of hypothetical conditions in our report.

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

Sincerely,
MM&R Valuation Services, Inc.

@
S A4 el

Janet L. Snyder, Senior Vice President
jsnyder@hvs.com, +1 (972) 978-4714
State Appraiser License (FL) RZ3639
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1. Summary of Salient Data and Conclusions

Property:
Location:

Interest Appraised:

Highest and Best Use (as improved):

LAND DESCRIPTION

Courtyard by Marriott Ocala
3712 Southwest 38th Avenue
Ocala, Florida 34474-4379

Marion County
Fee Simple

Select-service lodging facility

Area:

Zoning:

Assessor's Parcel Number(s):
FEMA Flood Zone:

IMPROVEMENTS DESCRIPTION

3.48 acres, or 151,589 square feet
B2 - Community Business

R2388-008-000
X

Year Opened:

Property Type:

Building Area:

Guestrooms:

Number of Stories:

Food and Beverage Facilities:
Meeting Space:

Additional Facilities:

Parking Spaces:

1988

Select-service lodging facility
97,174 square feet

169
Three

A restaurant and lounge
3,062 square feet

An outdoor pool, an outdoor whirlpool, a fitnhess room, a

business center, a market pantry, and a guest laundry

room
169 (surface)
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OPINIONS OF “AS IS” MARKET VALUE - MAY 14, 2015

Income Capitalization Approach:
Sales Comparison Approach:
Cost Approach:

“As Is” Market Value, as of May 14, 2015:
Market Value Conclusion per Room:

Capital Expenditure (if applicable):

Real and Personal Property:

$15,700,000
$12,100,000 to $19,800,000
Not Applicable

$15,700,000
$92,900

$2,500,000

The real and personal property value conclusions exclude
any value attributable to intangibles. All value
attributable to the intangible property has been removed
with the assumed expense of a management fee and a
franchise fee (if applicable) in the valuation process. As a
result, our value conclusion pertains to the real and
personal property components only, which have been
valued at $15,240,000 and $460,000, respectively, as of
the current date of value.

OPINION OF “WHEN COMPLETE” MARKET VALUE - MAY 31, 2016

“When Complete” Prospective Market Value,
as of May 31, 2016:
Market Value Conclusion per Room:

Real and Personal Property:

ASSIGNMENT CONDITIONS

$19,000,000
$112,400

The value conclusion pertains to the real and personal
property components only. As of the “when complete”
date of value, the components are valued at $17,760,000
and $1,240,000, respectively.

Extraordinary Assumptions:

This appraisal is subject to the extraordinary assumption
that a capital deduction will be required to fund necessary
upgrades for the subject property. The use of this
extraordinary assumption may have affected the

May-2015
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Hypothetical Conditions:

assignment results. Moreover, several important general
assumptions have been made that apply to this appraisal
and our valuations of hotels in general. These items are
set forth in the Assumptions and Limiting Conditions
chapter of this report.

We have made no assumptions of hypothetical conditions
in our report.

May-2015
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2. Nature of the Assignment

Subject of the
Appraisal

Property
Rights Appraised

Objective of the
Appraisal

The subject of the appraisal is the fee simple interest in a 3.48-acre (151,589-
square-foot) parcel improved with a select-service lodging facility known as the
Courtyard by Marriott Ocala. The property, which opened in 1988, features 169
rooms, a restaurant and lounge, 3,062 square feet of meeting space, an outdoor
pool, an outdoor whirlpool, a fitness room, a business center, a market pantry, and
a guest laundry room. The hotel also contains all necessary back-of-the-house
space. The hotel's civic address is 3712 Southwest 38th Avenue, Ocala, Florida,
34474-4379.

The property rights appraised are the fee simple ownership of the real and
personal property. The fee simple estate is defined as “absolute ownership
unencumbered by any other interest or estate, subject only to the limitations
imposed by the governmental powers of taxation, eminent domain, police power,
and escheat."?

The Courtyard by Marriott Ocala is appraised as an open and operating facility.

| T

The objective of the appraisal is to develop an opinion of the subject property’s “as
is” market value. The following definition of market value has been agreed upon by
the agencies that regulate federal financial institutions in the United States:

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 are the
consummation of a sale as of a specified date and the passing of title from
seller to buyer under conditions whereby:

1.  buyer and seller are typically motivated;

2. both parties are well informed or well advised, and acting in what
they consider their own best interests;

3. areasonable time is allowed for exposure in the open market;

! Appraisal Institute, The Dictionary of Real Estate Appraisal, 5t ed. (Chicago Appraisal

Institute, 2010).

May-2015
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Pertinent Dates

Ownership, Franchise,
and Management
History and
Assumptions

4. payment is made in terms of cash in U.S. dollars or in terms of
financial arrangements comparable thereto; and

5.  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.?

“As is” market value is defined by the Appraisal Institute as follows:

The estimate of the market value of real property in its current physical
condition, use, and zoning as of the appraisal date.3

The effective date of the "as is" market value opinion is May 14, 2015. The effective
date of the “when complete” market value conclusion is May 31, 2016. The subject
property was inspected by Heidi S. Nielsen on May 14, 2015. In addition to the
inspection, Heidi S. Nielsen participated in the research for this assignment and
assisted in the report’s preparation. Janet L. Snyder participated in the analysis
and reviewed the findings, but did not personally inspect the property.

The subject property is currently owned by Kinsman Hotel Associates, Inc., which
is based in Ocala, Florida. The subject property was last sold in 1996; Kinsman
Hotel Associates, Inc. has owned the property since that time. According to the
Marion County Assessor's Office, Kinsman Hotel Associates, Inc. purchased the
property for a reported $4,491,367 from SunTrust Bank Tampa Bay. No transfers
of the property have reportedly occurred since 1996. The hotel, along with the
Fairfield Inn & Suites by Marriott Ocala and the Residence Inn by Marriott Ocala, is
now under contract for purchase by American Hotel Income Properties REIT Inc.
for a reported portfolio purchase price of $31,000,000; an individual purchase
price for the subject property was not allocated.

The subject property is currently owner-operated; however, our appraisal
assumes that the subject property will be managed by a professional hotel-
operating company, with fees deducted at rates consistent with current market
standards. We have assumed a market-appropriate total management fee of 3.0%
of total revenues in our study. Please refer to the Income Capitalization Approach
chapter for additional discussion pertaining to our management fee assumptions.

The hotel currently operates as a Courtyard by Marriott under a license agreement
with Marriott International; the existing agreement expires in 2015 and does not
carry an option for renewal. The property's current franchise agreement calls for a

2Federal Register, Vol. 75, No. 237, December 10, 2010: 77472.
3 Appraisal Institute, The Dictionary of Real Estate Appraisal, 5th ed. (Chicago:
Appraisal Institute, 2010).

May-2015
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Most Probable Buyer

royalty fee of 5.5% of rooms revenue and a marketing assessment of 2.0% of
rooms revenue. We note that the current franchise agreement cannot
automatically be transferred to a new owner upon the sale of the property. We
have assumed that a buyer would elect to continue to operate the hotel as a
Courtyard by Marriott and would enter into a license agreement that would reflect
the current terms as published in the company’s Uniform Franchise Offering
Circular (UFOC). In conjunction with the pending sale of the hotel, a change-of-
ownership property improvement plan (PIP) has been issued by Marriott
International. We have assumed that a hypothetical buyer would elect to complete
this PIP in order to maintain the hotel's current brand affiliation; as such, a capital
deduction has been considered in our analysis. The Courtyard by Marriott
franchise is reflected in our forecasts with a royalty fee of 5.5% of rooms revenue,
and a marketing assessment of 2% of rooms revenue. Reservations fees are also
due and are included in the rooms expense line item of our forecast.

The Courtyard by Marriott concept was developed by Marriott in 1985 to
specifically target business travelers. Courtyard by Marriott is a mid-rate, select-
service product. Courtyard by Marriott is commonly considered to be one of the
strongest mid-rate products in the lodging industry. Each Courtyard by Marriott
contains a restaurant/lounge, a market pantry, an exercise room, a swimming
pool, and meeting space. Main competitors of the Courtyard by Marriott brand
include Hilton Garden Inn, Starwood's Four Points by Sheraton, Wingate by
Wyndham, Hampton Inn & Suites, La Quinta Inn & Suites, and Hyatt Place, among
others. As of year-end 2014, there were 861 Courtyard by Marriott hotels
(120,894 rooms) in the U.S. In 2014, the brand operated at an average occupancy
level of 71.8%, with an average rate of $129.32 and a RevPAR of $93.77 for its
North American properties.

We assume that the hotel will retain its current brand affiliation throughout the
holding period. Inherent in this assumption is the expectation that the property
will be operated in accordance with brand standards, including requirements for
services and cleanliness; that the hotel will be maintained in good condition, with
all building systems in good working order; and that any necessary
refurbishments or renovations will be completed in a timely manner and in
accordance with the requirements of the brand. A copy of the franchise inspection
report was not provided for our review. We assume that any deficiencies in the
property noted by the brand will be addressed in a timely manner and that the
hotel will pass all future franchise inspections.

The subject property is a well-designed, select-service hotel that would be
attractive to active buyers. The hotel enjoys a favorable location in a tertiary
market and offers an appropriate array of facilities and amenities. Several aspects
of the hotel have been updated during the last few years; however, the guestrooms

May-2015
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Intended Use of the
Appraisal

Identification of the
Client and Intended
User(s)

Assignment Conditions

are slightly dated, which would be considered a disadvantage or somewhat of a
challenge for a potential buyer. It is our opinion that the most probable buyer of
the subject property would be a private investment fund, REIT, or ownership
group looking to supplement its national hotel portfolio. This type of buyer would
seek to implement its own management team, or a third-party professional hotel
operator, and to maintain a nationally recognized brand affiliation.

This narrative appraisal report is being prepared for use to finance the pending
acquisition of the subject property.

The client for this engagement is American Hotel Income Properties REIT Inc.. This
report is intended for the addressee firm and may not be distributed to or relied
upon by other persons or entities.

“Extraordinary Assumption” is defined in USPAP as follows:

An assumption, directly related to a specific assignment, as of the effective
date of the assignment results, 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 about the
integrity of data used in an analysis.*

This appraisal is subject to the extraordinary assumption that a capital deduction
will be required to fund necessary upgrades for the subject property. The use of
this extraordinary assumption may have affected the assignment results.
Moreover, several important general assumptions have been made that apply to
this appraisal and our valuations of hotels in general. These items are set forth in
the Assumptions and Limiting Conditions chapter of this report.

“Hypothetical Condition” is defined in USPAP as follows:

A condition, directly related to a specific assignment, which is contrary to
what is known by the appraiser to exist on the effective date of the
assignment results, but is used for the purpose of analysis. Comment:
Hypothetical conditions are contrary to known facts about physical, legal,
or economic characteristics of the subject property; or about conditions

4 Appraisal Foundation, Uniform Standards of Professional Appraisal Practice, 2014 —
2015 ed.
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Marketing and
Exposure Periods

external to the property, such as market conditions or trends; or about the
integrity of data used in an analysis.>

We have made no assumptions of hypothetical conditions in our report. We have
not made any jurisdictional exceptions to the Uniform Standards of Professional
Appraisal Practice in our analysis or report.

The concepts of marketing period and exposure period are similar and simply
reflect different perspectives in time. Exposure period is defined as the estimated
length of time that the property interest being appraised would have been offered
on the market prior to the hypothetical consummation of a sale at its market value,
as of the date of value. The exposure period reflects a retrospective opinion based
on an analysis of past events and assumes a competitive and open market.
Marketing period refers to the amount of time necessary to market the hotel
subsequent to our date of value for it to sell for the appraised value, and thus is a
prospective opinion.

Our opinion is that the exposure period for the subject property, prior to our date
of value, is estimated to be less than or equal to seven months, while the marketing
period for the subject property, subsequent to our date of value, is less than or
equal to seven months. The marketing and sales process for hotels is extremely
efficient. Brokers specializing in hotel transactions actively solicit potential buyers
on an ongoing basis and maintain databases on hotel investor criteria. According
to the brokers interviewed, the current period from when a property is listed to
when the sale closes is typically six to nine months. Brokers are able to
electronically produce marketing materials, elicit interest, schedule property
tours, accept offers, and select a buyer in approximately 90 to 120 days. Following
the execution of a purchase and sale agreement, the due diligence and closing
period is typically 90 days.

Hotel properties are being actively sought after by investors. Quality assets often
solicit numerous bids, financing is readily available, and for qualified buyers and
sellers, the marketing process has resulted in the timely closing of transactions.

Published surveys report marketing time, not the exposure period. Marketing time
is an opinion of the amount of time it might take to sell a property at the concluded
market value level during the period immediately after the effective date of an
appraisal. Currently, marketing time for luxury/upper-upscale properties, full-
service hotels, and select-service hotels is averaging 6.3, 6.6, and 6.6 months,
respectively, according to the PWC Real Estate Investor Survey - First Quarter

5 Appraisal Foundation, Uniform Standards of Professional Appraisal Practice, 2014 —
2015 ed.
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Competency

Scope of Work

2015, published by PricewaterhouseCoopers. Overall marketing time is averaging
5.3 months for hotels, as reported by the Situs Real Estate Research Corporation’s
Winter 2015 Real Estate Survey. The following table illustrates marketing periods
reported in recent PWC Real Estate Investor Surveys.

FIGURE 2-1 MARKETING PERIODS (MONTHS)

Property Type 1st Quarter '15 3rd Quarter '14 Year Ago
Luxury/Upper-Upscale 3.0to 12.0 3.0to 12.0 3.0to0 20.0
Average 6.3 6.0 7.8
Full-Service 3.0t09.0 3.0t09.0 3.0to 12.0
Average 6.6 6.7 7.3
Select-Service 2.0t0 12.0 2.0to 12.0 2.0t0 12.0
Average 6.6 6.8 6.8
Limited-Service 2.0t0 12.0 2.0to 12.0 2.0t0 12.0
Average 7.0 7.0 7.0

Source: PWC Real Estate Investor Survey - First Quarter 2015

Our qualifications are included as an addendum to this report. These qualifications
reflect that we have the competence required to complete this engagement, in
accordance with the competency provision of the Uniform Standards of
Professional Appraisal Practice. Our knowledge and experience is appropriate for
the complexity of this assignment.

The methodology used to develop this appraisal is based on the market research
and valuation techniques set forth in the textbooks authored by Hospitality
Valuation Services for the American Institute of Real Estate Appraisers and the
Appraisal Institute, entitled The Valuation of Hotels and Motels,® Hotels & Motels:
Valuations and Market Studies,” The Computerized Income Approach to Hotel/Motel
Market Studies and Valuations,8 Hotels and Motels: A Guide to Market Analysis,

¢ Stephen Rushmore, The Valuation of Hotels and Motels. (Chicago: American Institute of
Real Estate Appraisers, 1978).

7 Stephen Rushmore, Hotels, Motels and Restaurants: Valuations and Market Studies.
(Chicago: American Institute of Real Estate Appraisers, 1983).

8 Stephen Rushmore, The Computerized Income Approach to Hotel/Motel Market Studies and
Valuations. (Chicago: American Institute of Real Estate Appraisers, 1990).

May-2015
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Investment Analysis, and Valuations,® and Hotels and Motels - Valuations and
Market Studies, 10 as well as in accordance with the Uniform System of Account for
the Lodging Industry (USALI).

1

All information was collected and analyzed by the staff of MM&R Valuation
Services, Inc.. Information such as historical operating statements,
franchise and/or management agreements, site plans, floor plans, and
leases, as applicable, were supplied by the client or property management.

The subject site was evaluated from the viewpoint of its utility for the
development and operation of a hotel. The potential existence of surplus or
excess land was investigated. We have reviewed adjacent uses, regional
and local accessibility attributes, and visibility characteristics. A study of
the local neighborhood was undertaken to determine its boundaries, land
uses, recent developments, and life-cycle stage. Other aspects of the land,
such as soil and subsoil conditions, nuisances, hazards, easements,
encroachments, zoning, and the current flood zone of the property, have
been evaluated.

The subject property's improvements were inspected to evaluate their
current condition, quality of construction, and design and layout, including
any items of physical deterioration or functional obsolescence. A list of
facilities and amenities that the property offers has been compiled, and
past upgrades of each area of the hotel have been investigated. Recent
capital expenditures, as well as planned future upgrades, have been
reviewed. The remaining economic life of the hotel has been estimated.

Economic and demographic statistics for the subject property’s market
have been reviewed to identify specific hostelry-related trends that may
affect future demand for hotels. Workforce characteristics have been
evaluated, including employment trends by sector and unemployment
rates. Major businesses and industries operating in the local area were
investigated, and local area office statistics and trends were reviewed, as
available. Passenger levels and recent changes at the area’s pertinent
airport have been researched, and visitor demand generators have been
identified and evaluated.

An STR Trend Report pertaining to historical trends in room-night supply,
demand, occupancy, average rate, and RevPAR for the subject property and
a group of selected competitors has been ordered and analyzed.

9 Stephen Rushmore, Hotels and Motels: A Guide to Market Analysis, Investment Analysis,

and Valuations (Chicago: Appraisal Institute, 1992).

10 Stephen Rushmore and Erich Baum, Hotels and Motels — Valuations and Market Studies.

(Chicago: Appraisal Institute, 2001).
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Performance levels for each of the competitive hotels have been
researched and/or estimated. Ownership, management, facilities,
renovations, and other pertinent factors for the competitive properties
have been investigated. Potential new hotel supply was researched and
quantified. Occupancy levels of the subject property and its existing
competition provide a basis for quantifying current accommodated
demand in the market. The market for hotel accommodations is segmented
based on the specific characteristics of the types of travelers utilizing the
area's hotels. By segmenting the demand accommodated by each hotel, the
total demand by market segment is quantified. The demand generated by
each market segment is then projected by year up through a point of
hypothetical market stabilization. Latent demand, if applicable, is
estimated and added to the base demand forecast, resulting in a forecast of
overall occupancy for the competitive market.

Based on the physical, economic, financial, and legal factors influencing the
subject property, a conclusion regarding the property’s highest and best
use, as currently improved, was developed. The highest and best use of the
subject land, as if vacant, was also evaluated based on current real estate
trends and market conditions.

Occupancy of the subject property was projected based on a forecast of
overall market penetration, or penetration by market segment. Average
rate was projected based on competitive positioning, through the
application of an overall ADR penetration rate, or penetration by each
market segment’s average rate.

Historical income and expense statements for the subject hotel have been
reviewed, analyzed, and compared to the financial performance of
comparable hotels. Inflation forecasts were researched, forming the basis
for our own forecast of inflation. A projection of income and expense was
prepared in accordance with the USALI, setting forth the anticipated
economic benefits of the subject property. All projections are expressed in
inflated dollars. Each line item has been reviewed individually. Amounts
are forecast based on past performance, expected changes at the property
in the future, and comparable hotel performance levels. Property taxes are
forecast based on a review of past assessment levels, comparable hotel
assessments, and historical tax rates.

Our forecast of net income for the subject property is capitalized into an
opinion of value via a ten-year mortgage-equity technique, as well as a
discounted-cash-flow analysis. Pertinent direct capitalization rates are also
reviewed. Recent trends in interest rates, amortization, loan-to-value
ratios, and equity return rates, as well as terminal capitalization rates, are
researched and applied during this process.

May-2015
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10.  As applicable, sales of comparable hotels have been researched for the
local market, by brand nationally, and for the greater region as a whole.
Among these sales, a smaller set of sales was selected for more detailed
review and analysis. An adjustment grid was developed to assist in
deriving our opinion of value via the sales comparison approach.

11.  The cost approach was deemed inapplicable in the valuation of the subject
property because it is not relied upon by hotel investors in the valuation
process and requires unsubstantiated calculations to derive an estimate of
asset depreciation. An opinion of personal property value is presented, as
well as an estimate of replacement cost for insurance purposes, if
applicable.

12.  The appraisal considers the following three approaches to value: cost, sales
comparison, and income capitalization. We have investigated numerous
improved sales in the market area and have spoken with buyers, sellers,
brokers, property developers, and public officials. Because lodging
facilities are income-producing properties that are normally bought and
sold on the basis of capitalization of their anticipated stabilized earning
power, the greatest weight is given to the value indicated by the income
capitalization approach. We find that most hotel investors employ a similar
procedure in formulating their purchase decisions, and thus the income
capitalization approach most closely reflects the rationale of typical
buyers.

The value conclusion of the appraisal is based on this investigation and analysis
and is conveyed in this narrative report. The analyses, opinions, and conclusions
were developed based on, and this report has been prepared in conformance with,
our interpretation of the guidelines and recommendations set forth in USPAP.

May-2015 Nature of the Assignment 1 6
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3. Description of the Real Estate

LAND

Physical Characteristics

The suitability of the land for the operation of a lodging facility is an important
consideration affecting the economic viability of a property and its overall value.
Factors such as size, topography, access, visibility, and the availability of utilities
have a direct impact on the desirability of a particular site.

The subject property is located in southwestern Ocala, north of the intersection
formed by Southwest College Road/State Highway 200 and Southwest 38th Court.
The street address of the Courtyard by Marriott Ocala is 3712 Southwest 38th
Avenue, Ocala, Florida, 34474-4379.

The subject site measures approximately 3.48 acres, or 151,589 square feet. The
parcel's adjacent uses are set forth in the following table.

FIGURE 3-1 SUBIJECT PARCEL'S ADJACENT USES

Direction Adjacent Use

Northeast Parking Lot, Southwest 38th Avenue
Northwest  Southwest 38th Court

Southeast Burger King, Marathon Fueling Station
Southwest Southwest 38th Court

May-2015
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AERIAL PHOTOGRAPH
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VIEW FROM SITE TO THE NORTHEAST VIEW FROM SITE TO THE NORTHWEST

Primary vehicular access to the property is provided by Southwest 38th Avenue.
Access is also available from Southwest 38th Court. The topography of the parcel is
generally flat, and the site’s shape is irregular.

Site Utility The subject site does not contain any significant portion of undeveloped land that
could be sold, entitled, and developed for alternate use. The site is fully developed
with building and site improvements.

Access and Visibility It is important to analyze the site in regard to ease of access with respect to
regional and local transportation routes and demand generators. The subject site
is readily accessible to a variety of local and county roads, as well as state and
interstate highways.

May-2015 Description of the Real Estate 20
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MAP OF REGIONAL ACCESS ROUTES
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Primary regional access through the area is provided by Interstate 75, a major
north/south thoroughfare that extends to such cities as Tampa to the south and
Atlanta, Georgia to the north. State Highway 40 provides east/west access across
the state, extending from U.S. Highway 41 near Dunnellon on the west side of the
state to Ormond Beach on the east side. Several other highways provide
accessibility through the area, with U.S. Highway 301 serving as an alternate
north/south route. The subject property's market is served by a variety of
additional local routes, which are illustrated on the map.

From Interstate 75, motorists take the Ocala/Silver Springs/State Highway 200
Exit and proceed southwest on this thoroughfare for approximately one-tenth of a
mile to Southwest 38th Avenue. Motorists execute a right turn onto Southwest
38th Avenue and travel north for approximately one-tenth of a mile to the subject
site, which is located on the motorists’ left-hand side. The subject property is
located near a busy intersection but is setback slightly from the main road, not
visible from the nearby highway or interstate; therefore, while the subject
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Airport Access

Neighborhood

property benefits from overall good accessibility attributes, its visibility would be
considered fair.

The subject property is served by the Orlando International Airport, which is
located approximately 65 miles to the southeast of the subject site. From the
airport, motorists follow signs to State Highway 528 and travel west on this
thoroughfare to State Highway 91. Motorists then proceed north on State Highway
91 to Interstate 75 North, continuing to the subject property as previously noted.
The subject hotel is also served by the Tampa International Airport, which is
located approximately 75 miles to the southwest of the subject site.

The neighborhood surrounding a lodging facility often has an impact on a hotel's
status, image, class, style of operation, and sometimes its ability to attract and
properly serve a particular market segment. This section of the report investigates
the subject property's neighborhood and evaluates any pertinent location factors
that could affect its occupancy, average rate, and overall profitability.

The subject property's neighborhood is generally defined by Southwest 20th
Street to the north, Southwest 27th Avenue to the east, Southwest 66th Street to
the south, and Southwest 60th Avenue to the west. In general, this neighborhood is
in the stable stage of its life cycle, with pockets of growth occurring within the
retail /restaurant sector. Within the immediate proximity of the site, land use is
heavily commercial and farmland in nature. The neighborhood is characterized by
restaurants, hotels, and retail shopping centers along the primary thoroughfares,
with residential areas and horse farms located along the secondary roadways.

Some specific businesses and entities in the area include Sam's Club, Market Street
at Heath Brook, Paddock Mall, and the College of Central Florida, while hotels in
the vicinity of the subject site include the Hampton Inn & Suites and Holiday Inn
Hotel & Suites. Restaurants located near the subject property include Bonefish
Grill, Red Lobster, and Olive Garden. Notable changes in this neighborhood include
new shops and restaurants at the Market Street at Heath Brook shopping center. In
general, we would characterize the neighborhood as 25% retail/restaurant use,
259% farmland, 20% residential use, 10% hotel use, 10% vacant, and 10% other.
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MAP OF NEIGHBORHOOD
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Overall, the supportive nature of the development in the immediate area is
considered appropriate for and conducive to the operation of a hotel.

According to property ownership, the subject site is served by all necessary
utilities.

Geological and soil reports were not provided to us or made available for our
review during the preparation of this report. We are not qualified to evaluate soil
conditions other than by a visual inspection of the surface; no extraordinary
conditions were apparent.

We were not informed of any site-specific nuisances or hazards, and there were no
visible signs of toxic ground contaminants at the time of our inspection. Because
we are not experts in this field, we do not warrant the absence of hazardous waste
and urge the reader to obtain an independent analysis of these factors.
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According to the Federal Emergency Management Agency map illustrated below,

Flood Zone
the subject site is located in flood zone X.
COPY OF FLOOD MAP AND COVER
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Zoning

Easements and
Encroachments

Conclusion

IMPROVEMENTS

Property Overview

The flood zone definition for the X designation is as follows: areas outside the 500-
year flood plain; areas of the 500-year flood; areas of the 100-year flood with
average depths of less than one foot or with drainage areas less than one square
mile and areas protected by levees from the 100-year flood.

According to the local planning office, the subject property is zoned as follows: B2 -
Community Business. This zoning designation allows for most commercial uses,
including small office complexes, retail and service establishments, and hotels and
motels. We assume that all necessary permits and approvals have been secured
(including the appropriate liquor license if applicable) and that the subject
property was constructed in accordance with local zoning ordinances, building
codes, and all other applicable regulations. Our zoning analysis should be verified
before any physical changes are made to the hotel.

We are not aware of any easements or encroachments encumbering the property
that would significantly affect its utility or marketability.

We have analyzed the issues of size, topography, access, visibility, and the
availability of utilities. The subject site is favorably located proximate to the
interstate and near a major interchange. In general, the site is well suited for
future hotel use, with acceptable access, visibility, and topography for an effective
operation.

The quality of a lodging facility's physical improvements has a direct influence on
its marketability and attainable occupancy and average rate. The design and
functionality of the structure can also affect operating efficiency and overall
profitability. This section investigates the subject property's physical
improvements and personal property in an effort to determine how they
contribute to total value.

The Courtyard by Marriott Ocala is a select-service lodging facility containing 169
rentable units. The three-story property opened in 1988.
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SUBJECT PROPERTY — FRONT OF HOTEL SUBJECT PROPERTY — BACK OF HOTEL

Summary of the Based on our inspection and information provided by management
Facilities representatives of the subject property, the following table summarizes the
facilities available at the subject property.
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FIGURE 3-2

FACILITIES SUMMARY

Guestroom Configuration

Number of Units

King 82

Double/Double 80

Deluxe 7
Total 169

Food & Beverage Facilities Seating Capacity

The Bistro 62

Meeting & Banquet Facilities Square Footage

Calder 1,122

Gulfstream 1,040

Hialeah 624

Derby 276

Total 3,062

Amenities & Services

Outdoor Swimming Pool Business Center

Outdoor Whirlpool Market Pantry

Fitness Room Guest Laundry Room

Infrastructure

Parking Spaces 169

Elevators 3 Guest

Life-Safety Systems
Construction Details

Sprinklers, Smoke Detectors
Reinforced Concrete, Poured Concrete

Site Improvements and
Hotel Structure

Once guests enter the site, ample parking is available on the surface lot around the
hotel building. The parking area was in good condition; no recent updates to the
parking lot were noted. Signage is located at the entrance of the hotel property.
The area’s landscaping was in very good condition, featuring trees, area shrubs,
flowerbeds, and planters. A sidewalk is present along the front entrance; this
walkway was in overall good condition. Overall, the site improvements were in
good condition upon inspection.

The hotel comprises one three-story building. The hotel's stucco exterior was in
good condition; there were no major problems observed or reported pertaining to
the hotel’s exterior finish. According to management, the exterior was repainted in
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Lobby

LOBBY SEATING AREA

2013. Four stairways and three elevators provide internal vertical transportation
within the main structure. These spaces are functional, appearing to be well kept
upon inspection. The hotel's pitched roof consists of wood trusses, covered with
plywood and composition shingles. According to management, the roof portion
over The Bistro was replaced in 2014. According to hotel management, the roof is
in good condition with no deficiencies. There were no problems reported with the
hotel's foundation, structure, or windows; furthermore, we did not observe any
deficiencies with these areas.

Guests enter the hotel through a single set of automatic doors, which open to a
vestibule, and then through a second set of automatic doors. Overall, the entry was
in very good condition upon inspection. The lobby is standard in size and
appropriate for a select-service Courtyard by Marriott. The lobby walls are
finished with wood and wallcovering, and the floor is finished with stone tiles. The
registration area features "Welcome Podiums," and the lobby offers a GoBoard™, a
touch-screen information system providing up-to-date weather information, local
events and headlines, restaurant recommendations, and mapping capabilities. The
furnishings and finishes in this space were in very good condition. The lobby was
completely renovated to the new Refreshing Business Lobby conceptin 2011.

FRONT DESK

Guestrooms

The hotel features standard guestroom configurations, and guestrooms are found
on all levels of the one building. The rooms are adequately sized and offer typical
amenities for this product type. Guestrooms feature a dresser with a 32-inch flat-
panel television, a work desk with ergonomic chair, an armchair or sofa, bedside
tables, and lighting fixtures. In-room amenities include high-speed wired/wireless
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Internet access, a telephone with voicemail and data port, an iPod docking station
and alarm clock, an iron and ironing board, and a coffeemaker. Deluxe rooms are
available for a premium and offer a slightly larger living space, as well as
additional amenities such as a microwave and a small refrigerator. The
guestrooms received new carpet and new softgoods in 2009. The furniture showed
signs of age, with minor scratches; however, the guestrooms were in overall good
condition upon inspection.

Guestroom bathrooms are of a standard size, with a shower-in-tub and commode.
A single sink with vanity area is located adjacent to the bathroom. The fixtures
appeared to be in good condition upon inspection. The floors are finished with tile,
and the walls are finished with wallcovering. Bathroom amenities include a
hairdryer and complimentary toiletries. No recent renovations were noted by
management. Overall, the guestroom bathrooms appeared to be in good condition.

TYPICAL GUESTROOM - SLEEPING AREA TYPICAL GUESTROOM - LIVING AREA
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TYPICAL GUESTROOM BATHROOM - SINK TYPICAL GUESTROOM BATHROOM - BATH

Food and Beverage
Facilities

The interior guestroom corridors are wide and functional, permitting the easy
passage of housekeeping carts. The guestroom corridors received new carpet and
wallcovering in 2009. Overall, the guestroom corridors were in good condition
upon inspection.

The Bistro is a counter-service food and beverage operation providing guests with
a variety of options for breakfast and dinner, as well as evening cocktails. The
Bistro design is intended to draw guests into the lobby as a communal space for
relaxation, with a variety of areas available for guest use, including a communal
table, a home theater-like entertainment area, media pods, and a business library,
as well as individual tables. The restaurant's size and layout are appropriate for
the food and beverage service offered by the hotel, and the furnishings were in
good condition. The restaurant and lounge area underwent a major renovation in
2011, concurrent with the lobby renovation. The former Courtyard Café was
replaced with the new Bistro concept at that time. Overall, the hotel provides a
competitive offering of food and beverage facilities for a select-service property.
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RESTAURANT MEETING ROOM

Meeting and The hotel offers three meeting rooms and a boardroom, located on the first floor.

Banquet Space Two of the meeting rooms and the boardroom were renovated in 2009, and the
Gulfstream meeting room was renovated in 2011; upgrades included new carpet
and wallcovering. The meeting space was in very good condition upon inspection.

Recreational Facilities The hotel features an outdoor pool and whirlpool. There were no major problems
reported with the pool operation, and the area was clean and attractive. The hotel
offers a fitness room, located adjacent to the pool area, which was in good
condition at the time of our inspection. No recent renovations were noted to these
areas by management.
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FITNESS ROOM POOL

Additional Facilities The hotel offers The Market, located near the main entrance and next to the
registration area. The Market is operated by the front desk staff, and the space was
in very good condition at the time of inspection. The Market was added in 2011
during the lobby renovations. The hotel offers an ice machine near the elevator
bay on each guestroom floor, as well as a guest laundry room on the second floor;
these areas were in good condition. No recent renovations were noted by
management.

A business center is located in the lobby lounge area. This space has three
computer workstations, offering office technology and good quality furnishings.
This area was completely renovated during the lobby renovation in 2011. Overall,
this space was in very good condition.
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RETAIL BUSINESS CENTER

Back-of-the-House The subject property is served by the necessary back-of-the-house space, including
an in-house laundry facility, administrative offices, and a kitchen. The kitchen is
located adjacent to The Bistro, and while smaller than a full-service Kitchen, it is
appropriate for the scope of service provided. The kitchen area appeared to be in
good condition and was reported to be fully operational by management.
According to management, a significant amount of kitchen equipment was
replaced in 2011. The in-house laundry facility contains two large-capacity
washers and three dryers. All appliances were reported to be operational at the
time of inspection and appeared to be in good condition.
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LAUNDRY

KITCHEN

ADA and
Environmental

Functional
Obsolescence

Effective Age and
Remaining Economic
Life

According to information provided by management representatives, there are no
environmental hazards present in the subject property's improvements, nor did
we observe any. The property reportedly complies with the Americans with
Disabilities Act; furthermore, the ADA-mandated pool lifts were installed in 2013.

Due to the age of the subject property, which was constructed roughly 27 years
ago, some functional obsolescence is to be expected. However, upon our
inspection, we found no major components or aspects of the property's design that
significantly limit its profitability.

Our opinion of effective age and remaining economic life for the building is
presented as follows.

FIGURE 3-3  EFFECTIVE AGE AND REMAINING ECONOMIC LIFE

Typical Economic Life 50 Years
Chronological Age 27
Effective Age 15
Remaining Economic Life 35

Hotels are typically renewed on a regular basis. With good ongoing maintenance
and regular upgrading, the remaining economic life can be periodically extended.
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Capital Expenditures

Conclusion

No major expenditures were reported in 2012. In 2013, capital was spent on
repainting the exterior of the building. The only major expenditure reported in
2014 was replacing the roof portion over The Bistro. Reportedly, no major capital
has been spent thus far in 2015.

Our analysis specifically assumes that the hotel will require ongoing renovations in
order to maintain the Courtyard by Marriott flag, as well as its RevPAR position in
this market, as forecast in this report. In order to fund planned renovations, we
have assumed a capital deduction in our analysis, as noted in the executive
summary, and a reserve for replacement. This capital deduction is expected to
address upgrading the guestrooms with new case goods, softgoods, carpeting, and
artwork, as well as replacing the bathtubs in the king-bedded guestroom
bathrooms with shower stalls and replacing the tile floors, tub surrounds, and
wallcovering in all guestroom bathrooms.

Currently, the asset suffers from dated design elements and aging FF&E in the
guestrooms. However, we expect that upcoming renovations associated with the
brand-mandated PIP will significantly improve the subject property's overall
quality. Virtually all aspects of the hotel will be upgraded by year-end 2018.
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4. Market Area Analysis

Market Area Definition

The economic vitality of the market area and neighborhood surrounding the
subject property is an important consideration in forecasting lodging demand and
income potential. Economic and demographic trends that reflect the amount of
visitation provide a basis from which to project lodging demand. The purpose of
the market area analysis is to review available economic and demographic data to
determine whether the local market will undergo economic growth, stabilize, or
decline. In addition to predicting the direction of the economy, the rate of change
must be quantified. These trends are then correlated based on their propensity to
reflect variations in lodging demand, with the objective of forecasting the amount
of growth or decline in visitation by individual market segment (e.g., commercial,
meeting and group, and leisure).

The market area for a lodging facility is the geographical region where the sources
of demand and the competitive supply are located. The subject property is located
in the city of Ocala, the county of Marion, and the state of Florida. Serving as the
seat of Marion County, Ocala is the fourth-largest county in the state and is located
in Central Florida. Ocala is known as the "Horse Capital of the World™," and
Marion County features more than 600 horse farms anchored by the Florida Horse
Park, which opened in 2005, and the Ocala Equestrian Complex. The county is one
of only four major thoroughbred centers in the world. The city enjoyed significant
population growth between 1975 and 2000, registering some of the highest
population growth rates in the country. The area is home to manufacturing
facilities for a number of large companies, such as Lockheed Martin, E-ONE, and
ClosetMaid. The Ocala area's economy is also supported by a strong healthcare
sector and Central Florida Community College.
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The subject property’s market area can be defined by its Metropolitan Statistical
Area (MSA): Ocala, FL. MSA. The MSA is the most standard definition used in
comparative studies of metropolitan areas. The federal government defines an
MSA as a large population nucleus, which, together with adjacent counties, has a
higher degree of social integration. The following exhibit illustrates the market
area.
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MAP OF MARKET AREA
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A primary source of economic and demographic statistics used in this analysis is
the Complete Economic and Demographic Data Source published by Woods & Poole
Economics, Inc.—a well-regarded forecasting service based in Washington, D.C.
Using a database containing more than 900 variables for each county in the nation,
Woods & Poole employs a sophisticated regional model to forecast economic and
demographic trends. Historical statistics are based on census data and information
published by the Bureau of Economic Analysis. Projections are formulated by
Woods & Poole, and all dollar amounts have been adjusted for inflation, thus
reflecting real change.

These data are summarized in the following table.
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FIGURE 4-1 ECONOMIC AND DEMOGRAPHIC DATA SUMMARY

Average Annual
Compounded Change

2000 2010 2014 2020 2000-10 2010-14 2014-20
Resident Population (Thousands)
Marion County 260.2 331.4 348.8 383.3 24 % 13 % 16 %
Ocala, FL MSA 260.2 331.4 348.8 383.3 24 1.3 1.6
State of Florida 16,047.5 18,838.6 19,892.3 21,658.1 1.6 1.4 1.4
United States 282,162.4 309,330.2 320,976.9 340,554.3 0.9 0.9 1.0
Per-Capita Personal Income*
Marion County $27,675 $30,963 $32,329 $34,693 1.1 1.1 1.2
Ocala, FL MSA 27,675 30,963 32,329 34,693 1.1 1.1 1.2
State of Florida 34,981 37,721 38,994 42,027 0.8 0.8 1.3
United States 36,473 39,144 41,079 44,387 0.7 1.2 1.3
W&P Wealth Index
Marion County 80.1 84.2 83.7 83.3 0.5 (0.2) (0.1)
Ocala, FL MSA 80.1 84.2 83.7 83.3 0.5 (0.2) (0.1)
State of Florida 99.3 101.5 100.2 100.0 0.2 (0.3) (0.0)
United States 100.0 100.0 100.0 100.0 0.0 0.0 0.0
Food and Beverage Sales (Millions)*
Marion County $247 $331 $367 $428 3.0 2.6 2.6
Ocala, FL MSA 247 331 367 428 3.0 2.6 2.6
State of Florida 22,184 29,113 32,452 37,143 2.8 2.8 2.3
United States 368,842 447,396 490,340 548,160 1.9 2.3 1.9
Total Retail Sales (Millions)*
Marion County $3,500 $4,289 $4,838 $5,632 2.1 3.1 2.6
Ocala, FL MSA 3,500 4,289 4,838 5,632 2.1 3.1 2.6
State of Florida 241,576 276,484 312,967 360,559 1.4 3.1 2.4
United States 3,902,969 4,149,070 4,617,326 5,187,469 0.6 2.7 2.0

* Inflation Adjusted
Source: Woods & Poole Economics, Inc.
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Workforce
Characteristics

The U.S. population has grown at an average annual compounded rate of 0.9%
from 2010 through 2014. The county’s population has grown at a quicker pace
than the nation’s population; the average annual growth rate of 1.3% between
2010 and 2014 reflects a gradually expanding area. Following this population
trend, per-capita personal income increased slowly, at 1.1% on average annually
for the county between 2010 and 2014. Local wealth indexes have remained stable
in recent years, registering a relatively modest 83.7 level for the county in 2014.

Food and beverage sales totaled $367 million in the county in 2014, versus $331
million in 2010. This reflects a 2.6% average annual change, which is weaker than
the 3.0% pace recorded in the prior decade. Over the long term, the pace of growth
is forecast to moderate to a more sustainable level of 2.6%, which is forecast
through 2020. The retail sales sector demonstrated an annual increase of 2.1%
registered in the decade 2000 to 2010, followed by an increase of 3.1% in the
period 2010 to 2014. An increase of 2.6% average annual change is expected in
county retail sales through 2020.

The characteristics of an area's workforce provide an indication of the type and
amount of transient visitation likely to be generated by local businesses. Sectors
such as finance, insurance, and real estate (FIRE); wholesale trade; and services
produce a considerable number of visitors who are not particularly rate-sensitive.
The government sector often generates transient room nights, but per-diem
reimbursement allowances often limit the accommodations selection to budget
and mid-priced lodging facilities. Contributions from manufacturing, construction,
transportation, communications, and public utilities (TCPU) employers can also be
important, depending on the company type.

The following table sets forth the county workforce distribution by business sector
in 2000, 2010, and 2014, as well as a forecast for 2020.
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FIGURE 4-2  HISTORICAL AND PROJECTED EMPLOYMENT (000S)

Average Annual

Compounded Change
Percent Percent Percent Percent

Industry 2000 of Total 2010 of Total 2014  of Total 2020 of Total 2000-2010 2010-2014 2014-2020

Farm 3.8 33 % 3.8 29 % 3.8 2.8 % 4.0 26 % (0.1) % 0.6 % 0.7 %
Forestry, Fishing, Related Activities And Other 1.5 1.4 1.8 1.4 1.9 1.3 2.0 1.3 1.7 0.4 1.6
Mining 0.3 0.3 0.5 0.4 0.5 0.4 0.6 0.4 4.6 3.7 1.2
Utilities 0.3 0.2 0.3 0.2 0.3 0.2 0.3 0.2 0.2 (0.6) 0.0
Construction 8.3 7.3 8.7 6.7 8.8 6.4 10.6 6.9 0.5 0.3 3.1
Manufacturing 10.4 9.2 6.8 5.2 6.9 5.0 7.2 4.6 (4.1) 0.4 0.5
Total Trade 215 19.1 21.0 16.1 22.5 16.3 25.2 16.3 (0.3) 1.8 1.9
Wholesale Trade 3.6 3.2 3.9 3.0 4.0 2.9 4.2 2.7 0.8 0.6 0.7
Retail Trade 17.9 15.9 17.1 13.1 18.5 13.4 21.0 13.6 (0.5) 2.1 2.1
Transportation And Warehousing 3.3 2.9 3.6 2.7 4.1 3.0 4.6 3.0 0.7 3.4 2.0
Information 1.7 1.5 1.9 1.5 2.0 1.5 2.2 1.4 1.1 1.9 1.3
Finance And Insurance 3.9 3.4 5.9 4.5 6.4 4.7 7.3 4.7 4.3 2.3 2.1
Real Estate And Rental And Lease 3.9 3.4 6.5 5.0 6.9 5.0 7.5 49 5.3 1.6 1.5
Total Services 38.3 33.9 50.8 39.1 55.3 40.0 63.1 41.0 2.9 2.1 2.2
Professional And Technical Services 3.9 3.4 5.6 4.3 6.0 4.3 6.7 4.3 3.8 1.6 1.9
Management Of Companies And Enterprises 0.3 0.3 0.4 0.3 0.4 0.3 0.4 0.2 1.5 (1.2) 0.5
Administrative And Waste Services 7.7 6.9 7.8 6.0 8.5 6.2 9.7 6.3 0.1 2.1 2.1
Educational Services 0.5 0.5 1.8 14 2.1 1.5 2.6 1.7 12.8 4.4 3.6
Health Care And Social Assistance 9.8 8.7 14.7 11.3 16.0 11.6 18.5 12.0 4.1 2.3 2.4
Arts, Entertainment, And Recreation 2.1 1.9 3.1 2.4 3.4 2.4 3.9 2.5 4.0 2.0 2.3
Accommodation And Food Services 6.5 5.8 8.8 6.8 9.4 6.8 10.5 6.8 3.1 1.8 1.8
Other Services, Except Public Administration 7.4 6.6 8.7 6.7 9.5 6.9 11.0 7.1 1.6 2.2 2.5
Total Government 15.7 13.9 18.5 14.2 18.5 13.4 19.6 12.7 1.7 0.0 1.0
Federal Civilian Government 0.9 0.8 0.9 0.7 0.7 0.5 0.8 0.5 0.8 (5.8) 0.6
Federal Military 0.6 0.5 0.7 0.5 0.7 0.5 0.7 0.4 1.9 (0.4) 0.1
State And Local Government 14.3 12.7 16.9 13.0 17.1 12.4 18.2 11.8 1.7 0.3 1.0

TOTAL 112.8 100.0 % 130.0 100.0 % 138.0 100.0 % 154.2 100.0 % 14 % 15 % 19 %
u.s. 165,371.0 — 173,626.7 — 183,038.2 — 198,343.5 — 0.7 1.3 1.3

Source: Woods & Poole Economics, Inc.
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Radial Demographic
Snapshot

Woods & Poole Economics, Inc. reports that during the period from 2000 to 2010,
total employment in the county grew at an average annual rate of 1.4%. This trend
was on par with the growth rate recorded by the MSA and also outpaced the
national average, reflecting the expanding nature of the local economy throughout
most of the decade until the recession in the latter years. More recently, the pace of
total employment growth in the county accelerated to 1.5% on an annual average
from 2010 to 2014, reflecting the initial years of the recovery.

Of the primary employment sectors, Total Services recorded the highest increase
in number of employees during the period from 2010 to 2014, increasing by 4,458
people, or 8.8%, and rising from 39.1% to 40.0% of total employment. Of the
various service sub-sectors, Health Care And Social Assistance and Other Services,
Except Public Administration were the largest employers. Forecasts developed by
Woods & Poole Economics, Inc. anticipate that total employment in the county will
change by 1.9% on average annually through 2020. The trend is above the forecast
rate of change for the U.S. as a whole during the same period.

The following table reflects radial demographic trends for our market area
measured by three points of distance from the subject property.
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FIGURE 4-3 DEMOGRAPHICS BY RADIUS

0.00 - 1.00 miles 0.00 - 3.00 miles 0.00 - 5.00 miles
Population
2019 Projection 6,011 27,053 61,913
2014 Estimate 5,330 25,152 58,947
2010 Census 4,741 23,651 56,914
2000 Census 1,933 16,292 43,517
Growth 2014-2019 12.8% 7.6% 5.0%
Growth 2010-2014 12.4% 6.4% 3.6%
Growth 2000-2010 145.3% 45.2% 30.8%
Households
2019 Projection 2,542 10,893 26,040
2014 Estimate 2,236 10,014 24,636
2010 Census 1,986 9,311 23,616
2000 Census 750 6,296 17,436
Growth 2014-2019 13.7% 8.8% 5.7%
Growth 2010-2014 12.6% 7.6% 4.3%
Growth 2000-2010 165.0% 47.9% 35.5%
Income
2014 Est. Average Household Income $52,388 $49,064 $49,244
2014 Est. Median Household Income 34,548 33,236 34,244
2014 Est. Civ Employed Pop 16+ by Occupation 2,024 9,238 23,217
Architect/Engineer 12 68 145
Arts/Entertain/Sports 27 72 213
Building Grounds Maint 67 457 1,295
Business/Financial Ops 29 135 454
Community/Soc Svcs 35 86 299
Computer/Mathematical 21 67 165
Construction/Extraction 87 529 1,131
Edu/Training/Library 134 478 1,147
Farm/Fish/Forestry 1 84 461
Food Prep/Serving 249 1,088 2,324
Health Practitioner/Tec 273 1,387 2,711
Healthcare Support 67 366 767
Maintenance Repair 23 131 522
Legal 48 91 285
Life/Phys/Soc Science 10 42 86
Management 303 974 2,070
Office/Admin Support 222 1,030 2,886
Production 56 403 1,068
Protective Svcs 13 145 498
Sales/Related 277 1,148 2,931
Personal Care/Svc 34 206 761
Transportation/Moving 36 250 999
Source: The Nielsen Company
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Unemployment

This source reports a population of 58,947 within a five-mile radius of the subject
property, and 24,636 households within this same radius. Average household
income within a five-mile radius of the subject property is currently reported at
$49,244, while the median is $34,244.

The following table presents historical unemployment rates for the subject

Statistics property’s market area.
FIGURE 4-4 UNEMPLOYMENT STATISTICS
Year County State u.s.
2005 3.8 % 3.7 % 5.1 %
2006 3.4 3.2 4.6
2007 4.7 4.0 46
2008 8.1 6.3 5.8
2009 12.8 10.4 9.3
2010 13.6 111 9.6
2011 12.3 10.0 8.9
2012 10.3 8.5 8.1
2013 8.6 7.3 7.4
2014 7.3 6.3 6.2
Recent Month - Mar
2014 7.7 % 6.6 % 6.6 %
2015 6.6 5.5 5.5
* Letters shown next to data points (if any) reflect revised
population controls and/or model re-estimation implemented by
the RIS
Source: U.S. Bureau of Labor Statistics
The unemployment rate for the U.S. fluctuated within the narrow range of 4.6% to
5.5% in the period spanning from 2004 to 2007. The recession and financial crisis
in 2007 and 2008 resulted in heightened unemployment rates, which peaked at
10.0% in October of 2009. Job growth resumed in late 2009; the national
unemployment rate has steadily declined since 2010. Total nonfarm payroll
employment increased by 295,000 and 126,000 in the most recent months of
February and March, respectively, with gains relatively widespread and
particularly strong in the professional and business services, health care, and retail
trade categories. The unemployment rate was 5.5% in February and March of
2015, slightly lower than the 5.7% rate in January. The positive gains in
employment reflect steady progress by the U.S. economy.
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Major Business and
Industry

Locally, the unemployment rate was 7.3% in 2014; for this same area in 2015, the
most recent month’s unemployment rate was registered at 6.6%, versus 7.7% for
the same month in 2014. After showing year-over-year improvement,
unemployment rates began to rise in 2007, and this trend continued through 2010.
Economic officials indicated that unemployment rates were high because of the
area's large population and increasing popularity with retirees, as many of these
retirees were reintroduced into the workforce due to the national economic
turmoil. Unemployment levels were also influenced during this period by the
closure of Taylor, Bean & Whitaker Mortgage Corp. which maintained a large
office in the market; this company reportedly laid off 1,200 employees in 2009.
However, unemployment declined in 2011 as the economy rebounded, a trend that
continued through 2014. The most recent comparative period illustrates further
improvement, as indicated by the latest available data for 2015. Our interviews
with economic development officials reflect a positive outlook, primarily
attributed to expansions at local businesses and the entrance of new companies,
such as Coates Golf.

Providing additional context for understanding the nature of the regional
economy, the following table presents a list of the major employers in the subject
property’s market.

FIGURE4-5 MAIJOR EMPLOYERS

Number of
Rank Firm Employees
1 Marion County Public Schools 6,071
2 Munroe Regional Medical Center 2,648
3 State of Florida 2,600
4 Wal-Mart Stores, Inc. 2,370
5 Ocala Regional Health System 2,020
6 Publix Supermarkets 1,488
7 Marion County Board of Commissioners 1,462
8 AT&T 1,000
9 City of Ocala 994
10 Lockheed Martin 981

Source: Marion County Economic Development Council, 2015

The following bullet points highlight major demand generators for this market:

e Major employers such as Lockheed Martin, ClosetMaid, and E-ONE dominate
the local manufacturing industry. Lockheed Martin Ocala Operations center is
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a system-assembly production facility that assembles electronics for space,
commercial, and defense applications, along with performing testing and
assembly for Lockheed Martin Missiles and Fire Control programs. E-ONE is
another major employer for the market and performs design, production, and
marketing for fire-rescue vehicles. In August of 2014, E-ONE obtained an
agreement with Finnish company Bronto Skylift Oy Ab as the exclusive
distributor of Bronto Skylift® RLPs in the United States and Canada.

e The healthcare sector is important within this region. Ocala is home to many
healthcare facilities and three primary hospitals, such as Munroe Regional
Medical Center, Ocala Regional Medical Center, and West Marion Community
Hospital. In 2014, Munroe Regional Medical Center was named Marion
County’s most preferred hospital for overall quality by the National Research
Corporation for the eleventh consecutive year. The 421-bed facility was also
recognized as one of the top 100 hospitals for overall cardiac care in 2014 by
HealthGrades. In 2014, several Ocala hospitals also received Specialty
Excellence Awards for Clinical Excellence in various service areas. In
September of 2014, Ocala Health leadership announced a dual-hospital
expansion for both Ocala Regional and West Marion that is expected to include
a total of 46 new patient beds and nearly 75,000 square feet. The expansion
represents a $45,000,000 investment by HCA, Ocala Health’s parent company.
Both projects will reportedly be completed in late 2016.

e The Ocala area is one of the primary thoroughbred breeding and training
centers in the world. Over 35,000 thoroughbreds are being raised on
numerous farms among 70,000 acres of land. Many successes in the equestrian
world have been achieved by the Ocala farms, breeding forty-seven National
Champions and six Kentucky Derby Winners, as well as receiving six Horses of
the Year Awards, among many other achievements. In all, the total economic
impact of the thoroughbred industry in Ocala is estimated at $2.62 billion.

Entities such as Intellon and the Florida Institute for Human & Machine Cognition
are incubating a small technology corridor in Ocala, in the heart of the greater
Florida High Tech Corridor. The Ocala community offers investment and support
for technology businesses and aggressively promotes job creation with grants,
refunds, and abatements to aid companies in their site- and community-selection
process. Other changes in the market include the construction of the Marion
County Justice Center, which opened in January of 2010, and the expansion at
Rasmussen College, with the construction of a $9.2-million, 23,000-square-foot
building that opened in March of 2011. Snider Fleet Solutions, a manufacturing
company for the transportation industry, announced its relocation to Ocala in
2014. In addition, in January of 2015, Coates Golf announced plans to build a
manufacturing plant in Ocala that would produce high-quality golf clubs designed
for women. Lastly, the Ocala International Airport, operated by the City of Ocala, is
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Airport Traffic

highly utilized by corporate and private jets coming to the area for the
thoroughbred auctions. The FAA-regulated control tower opened in 2010, and the
Florida Department of Transportation estimates the total annual economic impact
from the airport to be $88,646,200 as of 2014. Flight training represents a large
component of airport activity at OCF, accounting for roughly 30% of the airport’s
annual operations.

Airport passenger counts are important indicators of lodging demand. Depending
on the type of service provided by a particular airfield, a sizable percentage of
arriving passengers may require hotel accommodations. Trends showing changes
in passenger counts also reflect local business activity and the overall economic
health of the area.

Orlando International Airport (MCO) is located approximately six miles southeast
of Downtown Orlando. Many major airlines service MCO, and the modern terminal
facility offers a convenient passenger transportation system linking the concourse
gates to the multilevel terminal. Orlando International Airport offers a variety of
retail outlets and services, including numerous restaurants and bars. In 2009, the
airport was awarded approximately $26 million in grants through the American
Recovery and Reinvestment Act of 2009 (ARRA). According to airport officials,
ARRA funding has allowed for taxiway improvements and a variety of other
infrastructure improvements. In 2015, construction commenced on a $1.1-billion
expansion and modernization project at the airport. Initial changes will include the
expansion of the automated people mover, a $215-million intermodal
transportation hub, upgraded ticket lobbies, and a $114-million expansion and
refurbishment of Airside 4. Construction on the initial improvements is scheduled
for completion by 2018. Future plans call for the addition of up to 120 domestic
and international gates at the South Terminal, a 1,000-room hotel, and over
750,000 square feet of additional retail space.

The following table illustrates recent operating statistics for the Orlando
International Airport, which is the primary airport facility serving the subject
property’s submarket.
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FIGURE 4-6  AIRPORT STATISTICS - ORLANDO INTERNATIONAL AIRPORT

Passenger Percent Percent
Year Traffic Change* Change**
2005 34,128,048 — —
2006 34,640,451 15 % 15 %
2007 36,480,416 5.3 3.4
2008 35,661,269 (2.2) 1.5
2009 33,693,649 (5.5) (0.3)
2010 34,877,899 3.5 0.4
2011 35,426,006 1.6 0.6
2012 35,273,036 (0.4) 0.5
2013 34,768,945 (1.4) 0.2
2014 35,714,786 2.7 0.5

Year-to-date, Mar

2014 8,984,347 = =
2015 9,655,226 75 % =

*Annual average compounded percentage change from the previous year

**Annual average compounded percentage change from first year of data

Source: Orlando International Airport

FIGURE 4-7 LOCAL PASSENGER TRAFFIC VS. NATIONAL TREND
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Source: HVS, Local Airport Authority

This facility recorded 35,714,786 passengers in 2014. The change in passenger
traffic between 2013 and 2014 was 2.7%. The average annual change during the
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period shown was 0.5%. The recent uptick in passenger traffic can be attributed in
large part to increased service by major air carriers in response to stronger
economic conditions and a rise in demand. As one of the most visited cities in the
world, Orlando boasts an ever-expanding route network. For the month of
February 2015, over 20 additional flights across six national and international
airlines were added to the airport. This trend is expected to continue throughout
2015 as more favorable economic conditions boost travel to the Orlando market.

The following table illustrates recent operating statistics for the Tampa

International Airport, which is the secondary airport facility serving the subject
property’s submarket.

FIGURE 4-8  AIRPORT STATISTICS — TAMPA INTERNATIONAL AIRPORT

Passenger Percent Percent
Year Traffic Change* Change**
2005 19,045,390 = =
2006 18,867,541 (0.9) % (44.7) %
2007 19,154,957 1.5 (25.1)
2008 18,262,934 (4.7) (18.8)
2009 16,965,545 (7.1) (16.0)
2010 16,645,765 (1.9) (13.4)
2011 16,670,315 0.1 (11.3)
2012 16,820,859 0.9 (9.6)
2013 16,920,093 0.6 (8.4)
2014 17,552,707 3.7 (7.2)

Year-to-date, Mar
2014 4,534,930 = _
2015 4,866,232 73 % —

*Annual average compounded percentage change from the previous year

**Annual average compounded percentage change from first year of data

Source: Tampa International Airport

Tampa International Airport (TPA) is served by major commercial airlines, which
provide nonstop daily and connecting service to national and international
destinations. Tampa International Airport is an award-winning facility due to its
unique architectural design and travel-friendly functionality. In 2013, TPA
completed a $27.6-million renovation to Airside F in order to improve the flow of
passengers through security and customs and to expand the airport's ability to
handle baggage. A $2.5-billion master plan was approved in April of 2013 for the
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Tourist Attractions

airport. The first phase of this plan, which will include the construction of a
consolidated rental car facility and a people mover to transport passengers to the
new facility, should be completed by 2017. Additional changes will include the
expansion of the current terminals to accommodate an increased number of
international travelers; the development of additional commercial, retail,
restaurant, and hotel space; and the construction of a new tower. This facility
registered 17,552,707 passengers in 2014. The change in passenger traffic
between 2013 and 2014 was 3.7%. The increase in passenger traffic can be
attributed in large part to improving economic conditions on both micro and
macro scales; consumers have increased spending related to travel, while airlines
have recovered from the significant decline in demand experienced from 2008
through 2010.

The area's location near the Ocala National Forest and a variety of lakes, rivers,
and freshwater springs make this area popular for tourism. Tourism in this area
generally peaks between January and August. During other times of the year,
weekend demand comprises travelers passing through en route to other
destinations, people visiting friends or relatives, and other similar weekend
demand generators. Primary attractions in the area include the following:

e Silver Springs is a 350-acre nature theme park that offers a variety of rides and
attractions at one of the largest artesian springs in the world. The park's most
famous attraction is its glass-bottom boat tours, which allow visitors a view of
the Silver River's rich underwater life, including snails, alligators, fish, shrimp,
and turtles.

e The Appleton Museum of Art of Central Florida Community College features
art and antiquities from Africa, Europe, and Asia, as well as the Pre-Columbian
era. The museum also features revolving guest exhibits, the current of which is
"Everglades: America's Wetland," a collection of photographs taken by a
biologist for the National Audubon Society; this exhibit will run until July 2015.

e Ocala National Forest covers 383,000 acres and offers visitors miles of hiking
trails and biking trails, as well as a multitude of boating and fishing
opportunities. The forest, which was established in 1908, is the oldest national
forest east of the Mississippi.

e The Ocala area, known as the "Horse Capital of the World," features
approximately 600 horse farms. Visitors can tour many of these facilities, such
as the Ocala Equestrian Complex, and experience the world of equestrian
breeding and competition first-hand. Visitors may also tour the Florida Horse
Park, which hosts world-class equestrian events year-round.
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Conclusion

SILVER SPRINGS STATE PARK

This section discussed a wide variety of economic indicators for the pertinent
market area. Ocala is experiencing a period of economic strength and expansion,
primarily led by the healthcare sector and the thoroughbred industry, which
provide a stable economic base to the region. The outlook for the area is positive,
as county officials anticipate steady growth over the next five years.

Our analysis of the outlook for this specific market also considers the broader
context of the national economy. The U.S. economy has entered a new phase of
sustained economic expansion. The economy has grown at positive, albeit
fluctuating, rates for the past three years, with the exception of the first quarter of
2014, largely attributed to the severe winter weather that hampered normal
business activity throughout much of the country. A rebound in the second and
third quarters registered robust 4.6% and 5.0% growth rates, respectively. Growth
in the fourth quarter of 2014, which moderated to 2.6%, was driven by advances
in personal consumption expenditures (PCE), private inventory investment,
exports, nonresidential fixed investment, state and local government spending,
and residential fixed investment.
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FIGURE 4-9 UNITED STATES GDP GROWTH RATE

-2.0 -1.3
3.0 - -2.1
2009 2010 2011 2012 2013 2014

Source: tradingeconomics.com, Bureau of Economic Analysis

The performance of the economic drivers of lodging demand was positive in the
fourth quarter of 2014, with real personal consumption expenditures increasing
4.3%, durable goods increasing 7.4%, and services increasing 3.7%. The
Conference Board Global Economic Outlook expects U.S. GDP growth to moderate
to an annual rate of 2.6% in 2015 due to headwinds generated by the strong U.S.
dollar and global economic weakness, while the Economist Intelligence Unit
projects a stronger growth rate of 3.4%, driven by lower energy prices and strong
employment gains. U.S. economic growth is anticipated to support continued
expansion of lodging demand, which in turn is generating strong interest in hotel
investments by a diverse array of market participants.
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5. Supply and Demand Analysis

National Trends
Overview

In the lodging industry, supply is measured by the number of guestrooms
available, and demand is measured by the number of rooms occupied; the net
effect of supply and demand toward equilibrium results in a prevailing price, or
average rate. The purpose of this section is to investigate current supply and
demand trends as indicated by the current competitive market, resulting in a
forecast of market-wide occupancy.

The subject property and local lodging market are most directly affected by the
supply and demand trends within the immediate area. However, individual
markets are also influenced by conditions in the national lodging market. We have
reviewed national lodging trends to provide a context for the forecast of the supply
and demand for the subject property’s competitive set.

Smith Travel Research (STR) is an independent research firm that compiles data
on the lodging industry, and this information is routinely used by typical hotel
buyers. The following STR diagram presents annual hotel occupancy and average
rate data since 1987. The next two tables contain information that is more recent;
the data are categorized by geographical region, price point, type of location, and
chain scale, and the statistics include occupancy, average rate, and rooms revenue
per available room (RevPAR). RevPAR is calculated by multiplying occupancy by
average rate and provides an indication of how well rooms revenue is being
maximized.
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NATIONAL OCCUPANCY, AVERAGE RATE, AND REVPAR TRENDS

FIGURE 5-1
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FIGURE 5-2

Occupancy - Thru March

Average Rate - Thru March

NATIONAL OCCUPANCY AND AVERAGE RATE TRENDS — YEAR-TO-DATE DATA

RevPAR - Thru March

Courtyard by Marriott Ocala — Ocala, Florida

2014 2015 % Change 2014 2015 % Change 2014 2015 % Change
United States 59.3 % 61.1 % 31 % $111.83 $117.05 4.7 % $66.27 $71.53 79 %
Region
New England 51.0% 535% 49 % $118.05 $123.63 4.7 % $60.23 $66.17 99 %
Middle Atlantic 56.3 56.9 1.1 141.09 139.68 (1.0) 79.41 79.46 0.1
South Atlantic 62.9 65.4 4.1 115.36 122.20 5.9 72.55 79.98 10.2
East North Central 50.9 52.0 2.1 89.16 93.75 5.1 45.42 48.76 7.3
East South Central 54.0 55.3 2.4 81.78 85.74 4.8 44.18 47.44 7.4
West North Central 50.0 51.4 2.9 84.54 87.45 3.4 42.25 44.95 6.4
West South Central 62.5 63.6 1.6 96.72 100.00 3.4 60.48 63.55 5.1
Mountain 60.8 63.1 3.9 112.67 119.03 5.6 68.45 75.10 9.7
Pacific 66.3 69.0 4.1 135.51 143.65 6.0 89.84 99.16 10.4
Class
Luxury 66.4 % 68.2 % 2.8 % $272.16  $283.84 43 % $180.64  $193.64 72 %
Upper Upscale 68.4 69.5 1.6 163.86 171.25 45 112.05 119.02 6.2
Upscale 67.2 68.8 2.3 124.46 130.88 5.2 83.69 90.07 7.6
Upper Midscale 59.5 61.5 3.3 100.75 105.39 4.6 59.95 64.78 8.1
Midscale 52.6 54.6 3.7 82.08 85.94 4.7 43.17 46.88 8.6
Economy 52.2 54.3 4.0 58.45 61.84 5.8 30.53 33.58 10.0
Location
Urban 66.5% 68.2 % 26 % $151.25 $156.48 3.5 % $100.53  $106.74 6.2 %
Suburban 60.6 62.7 3.5 93.94 99.09 5.5 56.95 62.15 9.1
Airport 70.6 72.1 2.1 101.63 108.62 6.9 71.72 78.26 9.1
Interstate 49.5 51.1 3.2 74.27 77.04 3.7 36.75 39.35 7.1
Resort 65.4 67.5 3.3 170.07 179.57 5.6 111.22 121.27 9.0
Small Metro/Town 48.2 49.8 3.4 84.61 87.47 3.4 40.74 43.54 6.9
Chain Scale
Luxury 735 % 736 % 0.2 % $305.50 $321.93 54 % $224.52  $236.98 55 %
Upper Upscale 70.4 71.3 1.3 164.49 172.23 4.7 115.79 122.78 6.0
Upscale 69.8 70.9 1.7 123.93 13043 5.2 86.46 92.50 7.0
Upper Midscale 59.9 62.0 3.6 99.33 103.97 4.7 59.46 64.50 8.5
Midscale 52.2 54.2 3.9 76.11 79.68 4.7 39.72 43.21 8.8
Economy 52.1 54.0 3.5 52.26 55.15 5.5 27.25 29.76 9.2
Independents 55.2 57.5 4.0 109.54 114.70 4.7 60.49 65.90 8.9
Source: STR - March 2015 Lodging Review
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FIGURE 5-3 NATIONAL OCCUPANCY AND AVERAGE RATE TRENDS — CALENDAR YEAR DATA

Occupancy Average Rate RevPAR
2013 2014 % Change 2013 2014 % Change 2013 2014 % Change
United States 622 % 644 % 36 % $110.30 $115.32 46 % $68.58 $74.28 83 %
Region
New England 624 % 63.7 % 21 % $131.85 $138.68 52 % $82.22 $88.32 74 %
Middle Atlantic 65.9 66.9 1.6 155.90 160.45 2.9 102.73 107.40 4.5
South Atlantic 61.9 64.8 4.8 106.63 111.20 4.3 65.96 72.09 9.3
East North Central 59.0 60.6 2.7 95.64 99.65 4.2 56.47 60.40 7.0
East South Central 56.8 59.1 4.1 82.00 86.35 5.3 46.54 51.01 9.6
West North Central 57.7 59.6 3.3 86.52 90.13 4.2 49.97 53.76 7.6
West South Central 61.4 63.7 3.8 93.06 96.44 3.6 57.10 61.42 7.6
Mountain 60.2 63.2 4.9 98.97 104.47 5.6 59.62 65.99 10.7
Pacific 69.4 71.5 3.0 133.75 142.44 6.5 92.83 101.85 9.7
Price
Luxury 68.6% 700% 22 % $256.22 $269.13 5.0 %  $175.64  $188.47 73 %
Upper upscale 70.1 71.8 2.4 159.84 167.25 4.6 112.12 120.16 7.2
Upscale 69.4 71.8 3.4 123.14 129.07 4.8 85.48 92.64 8.4
Upper midscale 63.2 65.8 4.0 101.44 105.77 4.3 64.15 69.55 8.4
Midscale 56.8 59.0 3.9 83.13 86.37 3.9 47.19 50.93 7.9
Econony 55.2 57.4 4.0 60.02 63.02 5.0 33.11 36.17 9.2
Location
Urban 705% 723 % 27 % $160.81 $167.99 45 % $113.31 $121.53 73 %
Suburban 62.8 65.4 4.1 92.60 97.16 4.9 58.15 63.50 9.2
Airport 69.7 72.4 3.9 97.37 102.80 5.6 67.87 74.43 9.7
Interstate 54.7 56.8 3.8 76.23 7885 34 41.70 44.75 7.3
Resort 64.0 66.2 3.6 150.30 158.15 5.2 96.13 104.75 9.0
Small Metro/Town 54.7 56.5 3.3 89.45 92.66 3.6 48.91 52.34 7.0
Chain Scale
Luxury 746 % 752 % 09 % $290.61 $306.83 56 % $216.71 $230.84 6.5 %
Upper Upscale 71.9 73.6 2.3 160.98 169.09 5.0 115.82 124.47 7.5
Upscale 71.6 73.9 3.3 121.74 127.80 5.0 87.14 94.48 8.4
Mid-scale w/ F&B 63.8 66.4 4.0 100.37 104.45 4.1 64.05 69.34 8.2
Mid-scale w/o F&B 55.9 58.3 4.3 76.64 79.63 3.9 42.82 46.39 8.3
Economy 55.2 57.3 3.8 53.83 56.37 4.7 29.73 32.33 8.7
Independents 58.5 60.7 3.7 109.02 113.84 4.4 63.82 69.12 8.3
Source: STR - December 2014 Lodging Review
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Definition of Subject
Hotel Market

Following the significant occupancy and RevPAR decline experienced during the
last recession, demand growth resumed in 2010, led by select markets that had
recorded growth trends in the fourth quarter of 2009. The pace of demand growth
accelerated through the year; in 2010, lodging demand in the U.S. increased by
7.3% over that registered in 2009. A return of business travel and some group
activity contributed to these positive trends. The resurgence in demand was partly
fueled by the significant price discounts that were widely available in the first half
of 2010. These discounting policies were largely phased out in the latter half of the
year, balancing much of the early rate loss. Average rate decreased by only 0.1% in
2010 when compared to 2009.

Demand growth remained strong, but decelerated from 2011 through 2013,
increasing at rates of 4.7%, 2.8%, and 2.0%, respectively. Demand growth then
surged to 4.0% in 2014, driven by a strong economy, a robust oil and gas sector,
and limited new supply, among other factors. Average rate rebounded by
respective rates of 3.8% and 4.2% in 2011 and 2012, followed by increases of
4.0% and 4.6%, respectively, in 2013 and 2014. In 2012, occupancy reached 61.3%
(exceeding the ten-year average); moreover, occupancy gained another point in
2013, ending the year at 62.2%. The nation's occupancy in 2014 registered an
additional gain of just over two points, finishing the year at 64.4% and
approaching a level not experienced since the mid-1990s. Average rate finished
the year just over $110 in 2013, with a 4.6% gain registered in 2014; as a result,
average rate ended 2014 at $115.32. As shown, demand and average rates
continue to strengthen. These trends, combined with the low levels of supply
growth anticipated through the end of this year, should boost occupancy beyond
its prior mid-1990's peak in 2015. We forecast U.S. hotel occupancy to reach
65.5% and 66.0% in 2015 and 2016, respectively. On a national average,
strengthening occupancy levels should also permit hotels to increase room rates
by 5.5% in both 2015 and 2016, above the 4.6% achieved in 2014.

The 169-room Courtyard by Marriott Ocala is located in Ocala, Florida. The subject
property's city offers 44 hotels and motels, spanning 3,543 rooms. The two largest
hotels are the 256-room Amadeus Hotel and Conference Center and the 196-room
Hilton.

Of this larger supply set, the subject property competes with a smaller set of hotels
based on various factors. These factors may include location, price point, product
quality, length of stay (such as an extended-stay focus vs. non-extended-stay
focus), room type (all-suite vs. standard), hotel age, or brand, among other factors.
We have reviewed these pertinent attributes and established a competitive set
based upon this review.
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Historical Supply
and Demand Data

Smith Travel Research (STR) is an independent research firm that compiles and
publishes data on the lodging industry, routinely used by typical hotel buyers. HVS
has ordered and analyzed an STR Trend Report of historical supply and demand
data for the subject property and its competitors. This information is presented in
the following table, along with the market-wide occupancy, average rate, and
rooms revenue per available room (RevPAR). RevPAR is calculated by multiplying
occupancy by average rate and provides an indication of how well rooms revenue
is being maximized.

May-2015

Supply and Demand Analysis 58
Courtyard by Marriott Ocala — Ocala, Florida



FIGURE 5-4 HISTORICAL SUPPLY AND DEMAND TRENDS (STR)
Average Daily Available Room Occupied Room Average

Year Room Count Nights Change Nights Change Occupancy Rate Change RevPAR Change
2008 597 217,905 — 126,659 = 58.1 % $100.88 = $58.64 —
2009 597 217,905 0.0 % 124,404 (1.8) % 57.1 89.81 (11.0) % 51.27 (12.6) %
2010 597 217,905 0.0 128,228 3.1 58.8 90.38 0.6 53.19 3.7
2011 596 217,537 (0.2) 129,245 0.8 59.4 90.21 (0.2) 53.60 0.8
2012 602 219,760 1.0 133,338 3.2 60.7 92.38 24 56.05 4.6
2013 695 253,675 15.4 155,100 16.3 61.1 100.75 9.1 61.60 9.9
2014 695 253,675 0.0 166,975 7.7 65.8 104.46 3.7 68.76 11.6

Average Annual Compounded Change: 2008-

2014 26 % 4.7 % 0.6 % 27 %

Year-to-Date Through March
2014 695 62,550 — 48,418 = 774 % $113.90 = $88.17 —
2015 695 62,550 0.0 % 51,371 6.1 % 82.1 123.61 85 % 101.52 15.1 %

Competitive Number Year Year

Hotels Included in Sample Status of Rooms Affiliated Opened

Hampton Inn & Suites Ocala Primary 101 Dec 2012 Dec 2012

Holiday Inn Hotel & Suites Ocala Conference Center Primary 133 Jun 2007 Jun 2007

Fairfield Inn & Suites Ocala Secondary 96 Dec 1998 Dec 1998

Courtyard Ocala Subject Property 169 Nov 1995 Apr 1988

Hilton Ocala Silver Springs Secondary 196 Apr 1987 Apr 1987

Total 695
Source: STR Global
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Seasonality

It is important to note some limitations of the STR data. Hotels are occasionally
added to or removed from the sample, and not every property reports data in a
consistent and timely manner; these factors can influence the overall quality of the
information by skewing the results. These inconsistencies may also cause the STR
data to differ from the results of our competitive survey. Nonetheless, STR data
provide the best indication of aggregate growth or decline in existing supply and
demand; thus, these trends have been considered in our analysis. Opening dates,
as available, are presented for each reporting hotel in the previous table.

The STR data for the competitive set reflect a market-wide occupancy level of
65.8% in 2014, which compares to 61.1% for 2013. The overall average occupancy
level for the calendar years presented equates to 60.7%. The equestrian industry,
local employers, and healthcare facilities represent the primary sources of demand
for the selected set of competitive hotels in this Ocala market. Demand declined in
this market in 2009 because of the economic downturn. As the economy
strengthened, demand began to increase in 2010; the opening of the Marion
County Justice Center in 2010 and the expansion at Rasmussen College in 2011
further supported the rebound in demand. Occupancy continued to increase
through 2014, despite the opening of the Hampton Inn & Suites in December of
2012. Early indications for 2015 point to a continuation of this trend.

The STR data for the competitive set reflect a market-wide average rate level of
$104.46 in 2014, which compares to $100.75 for 2013. Average rate in the local
market declined in 2009, largely attributed to the Great Recession. This downward
trend continued through early 2010; however, average rates bottomed out in the
low $80s that year. Average rates rebounded in the second half of 2010; despite a
slight decline in 2011, this overall positive trend continued through 2014 as the
national and local lodging markets began to normalize along with stronger
economic conditions. Year-to-date 2015 data show a continuation of this trend.
These occupancy and average rate trends resulted in a RevPAR level of $68.76 in
2014.

Monthly occupancy and average rate trends are presented in the following tables.
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FIGURE 5-5 MONTHLY OCCUPANCY TRENDS

Month 2008 2009 2010 2011 2012 2013 2014 2015
January 59.9 % 58.0 % 61.8 % 512 % 61.8 % 63.0 % 63.5 % 76.9 %
February 78.7 73.6 76.7 76.3 75.2 77.5 84.9 85.0
March 75.2 71.8 76.1 85.4 82.1 81.0 84.5 84.8
April 68.6 59.6 71.5 68.5 67.1 72.4 64.9 —
May 50.8 49.2 51.9 53.5 53.8 57.5 57.9 —
June 57.7 60.8 59.4 67.7 68.4 57.8 64.0 —
July 52.6 51.2 53.4 55.1 57.6 52.1 56.6 —
August 50.0 45.7 51.8 46.3 57.3 53.8 67.1 —
September 47.2 47.3 44.9 50.5 46.2 47.0 58.3 —
October 58.7 57.4 53.1 53.1 56.9 57.1 67.7 —
November 52.1 59.2 57.6 58.4 56.2 59.0 62.0 —
December 47.9 529 49.5 48.7 48.9 56.8 59.7 —
Annual Occupancy 58.1 % 57.1 % 58.8 % 59.4 % 60.7 % 61.1 % 65.8 % -
Year-to-Date 71.0 % 67.6 % 714 % 70.8 % 73.0 % 73.7 % 77.4 % 82.1 %

Source: STR Global

FIGURE 5-6 MONTHLY AVERAGE RATE TRENDS

Month 2008 2009 2010 2011 2012 2013 2014 2015
January $105.73 $94.70 $88.96 $90.67 $89.21 $102.29 $103.13 $112.36
February 113.18 105.29 96.57 93.41 98.90 108.05 114.77 125.18
March 113.17 104.51 98.31 95.11 101.13 113.04 121.21 132.39
April 103.60 92.20 91.27 93.76 92.22 104.48 111.65 =
May 99.67 86.88 88.41 85.39 93.70 97.61 100.72 =
June 95.96 81.66 85.71 84.22 89.19 97.48 98.78 —
July 96.35 80.41 84.11 83.99 87.19 94.73 93.77 =
August 94.86 81.34 84.91 87.20 84.97 94.28 94.42 —
September 98.60 87.27 89.66 94.05 86.61 98.21 98.80 =
October 98.60 86.72 93.44 91.27 96.62 97.62 107.35 —
November 91.55 87.03 91.11 93.89 94.09 99.05 101.95 —
December 86.50 79.17 86.59 85.82 89.40 92.82 96.87 =
Annual Average Rate $100.88 $89.81 $90.38 $90.21 $92.38 $100.75 $104.46 —
Year-to-Date $111.01 $101.87 $94.94 $93.43 $96.94 $108.25 $113.90 $123.61

Source: STR Global
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Patterns of Demand

The illustrated monthly occupancy and average rates patterns reflect important
seasonal characteristics. We have reviewed these trends in developing our
forthcoming forecast of market-wide demand and average rate. Market-wide
occupancy spikes to the mid-80s in February and March because of the numerous
horse shows and auctions. Average rate is also at the highest during these months,
as the increase in demand from these events allows hoteliers to drive rates.

A review of the trends in occupancy, average rate, and RevPAR per day of the week
over the past three fiscal years provides some insight into the impact that the
current economic conditions have had on the competitive lodging market. The
data, as provided by Smith Travel Research, are illustrated in the following table.
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FIGURE 5-7 OCCUPANCY, AVERAGE RATE AND REVPAR BY DAY OF WEEK

Occupancy (%) Sunday Monday Tuesday Wednesday Thursday Friday Saturday Total Year
Apr 12 - Mar 13 39.7 % 54.5 % 61.8 % 65.6 % 64.5 % 74.8 % 69.2 % 61.4 %
Apr 13 - Mar 14 42.1 55.4 64.2 64.9 65.0 73.6 69.3 62.0
Apr 14 - Mar 15 44,7 60.0 68.1 71.7 69.3 79.3 75.7 67.0
Change (Occupancy Points)

FY 13-FY 14 2.4 0.9 2.4 (0.7) 0.5 (1.3) 0.1 0.7

FY 14 - FY 15 2.6 4.6 3.9 6.8 4.3 5.8 6.5 4.9
ADR ($) Sunday Monday Tuesday Wednesday Thursday Friday Saturday Total Year
Apr 12 - Mar 13 $92.26 $95.98 $97.07 $96.13 $95.63 $97.64 $97.68 $96.32
Apr 13 - Mar 14 98.08 101.73 103.10 102.32 102.01 104.71 104.16 102.60
Apr 14 - Mar 15 102.81 105.49 106.79 107.00 106.47 109.47 112.22 107.56
Change (Dollars)

FY 13 -FY 14 $5.82 $5.75 $6.03 $6.19 $6.38 $7.06 $6.48 $6.28

FY 14 - FY 15 4.73 3.75 3.69 4.68 4.46 4.77 8.06 4.96
Change (Percent)

FY 13-FY 14 63 % 6.0 % 6.2 % 6.4 % 6.7 % 72 % 6.6 % 6.5 %
FY 14 - FY 15 4.8 3.7 3.6 4.6 4.4 4.6 7.7 4.8
RevPAR ($) Sunday Monday Tuesday Wednesday Thursday Friday Saturday Total Year
Apr 12 - Mar 13 $36.59 $52.33 $59.95 $63.02 $61.73 $73.08 $67.56 $59.12
Apr 13 - Mar 14 41.25 56.40 66.19 66.39 66.36 77.03 72.14 63.66
Apr 14 - Mar 15 45.94 63.32 72.70 76.72 73.82 86.85 84.97 72.05
Change (Dollars)

FY 13-FY 14 $4.66 $4.07 $6.23 $3.37 $4.63 $3.95 $4.58 $4.54

FY 14 - FY 15 4.69 6.92 6.52 10.32 7.47 9.82 12.83 8.39
Change (Percent)

FY 13 -FY 14 127 % 7.8 % 104 % 53 % 75 % 54 % 6.8 % 77 %
FY 14 -FY 15 11.4 12.3 9.8 15.5 11.3 12.8 17.8 13.2

Source: STR Global

In most markets, business travel, including individual commercial travelers and
corporate groups, is the predominant source of demand on Monday through
Thursday nights. Leisure travelers and non-business-related groups generate a
majority of demand on Friday and Saturday nights.
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SUPPLY

Based on an evaluation of the occupancy, rate structure, market orientation, chain
affiliation, location, facilities, amenities, reputation, and quality of each area hotel],
as well as the comments of management representatives, we have identified
several properties that are considered primarily competitive with the subject
property. If applicable, additional lodging facilities may be judged only secondarily
competitive; although the facilities, rate structures, or market orientations of these
hotels prevent their inclusion among the primary competitive supply, they do
compete with the subject property to some extent.

The following table summarizes the important operating characteristics of the
primary competitors and the aggregate secondary competitors (if applicable). This
information was compiled from personal interviews, inspections, lodging
directories, and our in-house library of operating data. The table also sets forth
each property’s penetration factors; penetration is the ratio between a specific
hotel’s operating results and the corresponding data for the market. If the
penetration factor is greater than 100%, the property is performing better than
the market as a whole; conversely, if the penetration is less than 100%, the hotel is
performing at a level below the market-wide average.
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Est. Segmentation Estimated 2012 Estimated 2013 Estimated 2014

5 Weighted Weighted Weighted

;“,G Annual Annual Annual

v "
Number of Es é‘ c;f,‘ Room Average Room Average Room Average Occupancy Yield

Property Rooms 8§ K] [ Count Occ. Rate RevPAR Count Occ. Rate RevPAR Count Occ. Rate RevPAR Penetration  Penetration
Courtyard by Marriott Ocala 169 40% 40% 20% 169 48.1 % $90.33 $43.46 169 48.7 % $96.28 $46.93 169 56.8 % $98.27 $55.81 86.6 % 813 %
Hampton Inn & Suites Ocala 101 45 40 15 9 40 107.00 42.80 101 71 113.00 80.23 101 74 123.00 91.02 112.8 132.7
Holiday Inn Hotel & Suites Ocala Conference Center 133 40 40 20 133 68 86.00 58.48 133 65 94.00 61.10 133 69 97.00 66.93 105.2 97.6
Sub-Totals/Averages 403 41% 40% 19% 311 56.4 % $88.42 $49.87 403 59.7 % $100.45 $59.95 403 65.1 %  $104.87 $68.30 99.3 % 99.6 %
Secondary Competitors 292 45 % 31% 24 % 234 65.1 % $96.22 $62.60 234 63.1 % $101.26 $63.85 234 66.4 %  $104.16 $69.14 101.2 % 100.8 %
Totals/Averages 695 43 % 37% 21% 544 60.1 % $92.04 $55.34 637 60.9 % $100.76 $61.38 637 65.6 %  $104.60 $68.61 100.0 % 100.0 %
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The following map illustrates the locations of the subject property and its
competitors.
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Our survey of the primarily competitive hotels in the local market shows a range of
lodging types and facilities. Each primary competitor was inspected and evaluated.

Descriptions of our findings are presented below.
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PRIMARY COMPETITOR #1 - HAMPTON INN & SUITES OCALA

Hampton Inn & Suites FIGURE 5-9 ESTIMATED HISTORICAL OPERATING STATISTICS

Ocala

2075 Southwest Witd. Annual Average Occupancy Yield

Highway 484 Year Room Count  Occupancy Rate RevPAR Penetration Penetration

Ocala, FL Estimated 2012 9 40 % $107 $43 66.5 % 77.3 %
Estimated 2013 101 71 113 80 116.5 130.7
Estimated 2014 101 74 123 91 112.8 132.7

The Hampton Inn & Suites Ocala is owned by JEGG LLC and is operated by Summit
Management. Facilities and amenities include a breakfast dining area (a
complimentary breakfast is served), an outdoor pool and whirlpool, a fitness room,
a market pantry, a guest laundry room, a business center, and approximately 650
square feet of meeting space. The hotel has reportedly not undergone any major
renovations since its opening in 2012. This hotel benefits from its strong brand
affiliation and its status as the newest hotel in the market. Overall, the property
appeared to be in very good condition, superior to the subject property’s
condition. Its accessibility is similar to that of the subject hotel, and its visibility is
similar to the Courtyard by Marriott Ocala.
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PRIMARY COMPETITOR #2 - HOLIDAY INN HOTEL & SUITES OCALA
CONFERENCE CENTER

Holiday Inn Hotel & FIGURE 5-10 ESTIMATED HISTORICAL OPERATING STATISTICS

Suites Ocala

Conference Center Wtd. Annual Average Occupancy Yield

3600 Southwest 38th Year Room Count  Occupancy Rate RevPAR Penetration Penetration

Avenue Estimated 2010 133 67 % $86 S58 114.6 % 109.6 %

Ocala. FL Estimated 2011 133 67 83 56 113.6 105.1

’ Estimated 2012 133 68 86 58 113.1 105.7

Estimated 2013 133 65 94 61 106.7 99.5
Estimated 2014 133 69 97 67 105.2 97.6

The Holiday Inn Hotel & Suites Ocala Conference Center is owned by MGM Hotels
and is operated by Ocala Innkeepers Inc. Facilities and amenities include a The
Cypress Shadows Cafe & Lounge, Sky Asian Fusion, an outdoor pool, an indoor
whirlpool, a sauna, a fitness room, a business center, a guest laundry room, and
approximately 6,600 square feet of meeting space. The hotel, which opened in
2007, received new guestroom softgoods in 2014. This property benefits from its
modern and attractive facilities. Furthermore, the Sky Asian Fusion, located on the
top floor of the hotel, is considered one of the area's premier restaurants. Overall,
the property appeared to be in very good condition, superior to the subject
property’s condition. Its accessibility is similar to that of the subject hotel, and its
visibility is similar to the Courtyard by Marriott Ocala.
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Secondary
Competitors

We have also reviewed other area lodging facilities to determine whether any may
compete with the subject property on a secondary basis. The room count of each
secondary competitor has been weighted based on its assumed degree of
competitiveness with the subject property. By assigning degrees of
competitiveness, we can assess how the subject property and its competitors may
react to various changes in the market, including new supply, changes to demand
generators, and renovations or franchise changes of existing supply. The following
table sets forth the pertinent operating characteristics of the secondary
competitors.
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FIGURE 5-11 SECONDARY COMPETITOR(S) — OPERATING PERFORMANCE
Est. Segmentation Estimated 2012 Estimated 2013 Estimated 2014
5 Weighted Weighted
S o Total Annual Annual Weighted
Number of EE § g‘-" Competitive Room Average Room Average Annual Average
Property Rooms S & G Level Count Occ. Rate RevPAR Count Occ. Rate RevPAR Room Count  Occ. Rate RevPAR
Fairfield Inn & Suites by Marriott Ocala 96 45 % 45 % 10 % 80 % 77 57 % $77.00 $43.89 77 55 % $87.00 $47.85 77 59 % $90.00 $53.10
Hilton Ocala 196 45 25 30 80 157 69 104.00 71.76 157 67 107.00 71.69 157 70 110.00 77.00
292 45 % 31% 24 % 80 % 234 65.1 % $96.22 $62.60 234 63.1 % $101.26 $63.85 234 66.4 % $104.16 $69.14

Totals/Averages
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Supply Changes

Supply Conclusion

DEMAND

We have identified two hotels that compete with the subject property on a
secondary level. The Fairfield Inn & Suites by Marriott is competitive based on its
Marriott brand affiliation; however, this hotel is a limited-service property that
does not offer a food and beverage operation. The Hilton Ocala Silver Springs is
competitive based on its location and strong brand affiliation; however, this hotel
is a full-service property that caters to meeting and group demand, as it offers
significantly more meeting space.

[t is important to consider any new hotels that may have an impact on the subject
property’s operating performance. According to the local planning office, and our
research and inspection (as applicable), no new hotels are expected within the
subject property's competitive submarket at this time.

While we have taken reasonable steps to investigate proposed hotel projects and
their status, because of the nature of real estate development, it is impossible to
determine with certainty every hotel that will be opened in the future, or what
their marketing strategies and effect in the market will be. Depending on the
outcome of current and future projects, the future operating potential of the
subject property may be positively or negatively affected. Future improvement in
market conditions will raise the risk of increased competition. Our forthcoming
forecast of stabilized occupancy and average rate is intended to reflect such risk.

We have identified various properties that are competitive to some degree with
the subject property. We have also investigated potential increases in competitive
supply in this Ocala submarket. The Courtyard by Marriott Ocala will continue to
operate in a dynamic market of varying product types and price points. Next, we
will present our forecast for demand change, using the historical supply data
presented as a starting point.

The following table presents the most recent trends for the subject hotel market as
tracked by HVS. These data pertain to the subject and competitors discussed
previously in this section; performance results are estimated, rounded for the
competition, and in some cases weighted if there are secondary competitors
present. In this respect, the information in the table differs from the previously
presented STR data and is consistent with the supply and demand analysis
developed for this appraisal.
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FIGURE 5-12 HISTORICAL MARKET TRENDS

Accommodated Room Nights Market Market

Year Room Nights % Change Available % Change  Occupancy Market ADR % Change RevPAR % Change
Est. 2010 114,321 = 195,494 = 58.5 % $89.90 = $52.57 =
Est. 2011 115,343 09 % 195,494 0.0 % 59.0 89.71 (0.2) % 52.93 0.7 %
Est. 2012 119,409 3.5 198,625 1.6 60.1 92.04 2.6 55.34 4.5
Est. 2013 141,557 18.5 232,359 17.0 60.9 100.76 9.5 61.38 10.9
Est. 2014 152,405 7.7 232,359 0.0 65.6 104.60 3.8 68.61 11.8

Avg. Annual Compounded

Chg., Est. 2010-Est. 2014: 75 % 44 % 39 % 6.9 %

Demand Analysis

Using Market
Segmentation

Commercial Segment

For the purpose of demand analysis, the overall market is divided into individual
segments based on the nature of travel. Based on our fieldwork, area analysis, and
knowledge of the local lodging market, we estimate the 2014 distribution of
accommodated-room-night demand as follows.

FIGURE 5-13 ACCOMMODATED ROOM-NIGHT DEMAND

Marketwide Subject Property
Accommodated Percentage of
Market Segment Demand Total Accommodated Demand Percentage of Total
Commercial 65,156 43 % 14,011 40 %
Leisure 55,780 37 14,011 40
Group 31,469 21 7,006 20
Total 152,405 100 % 35,028 100 %

The market’s demand mix comprises commercial demand, with this segment
representing roughly 43% of the accommodated room nights in this Ocala
submarket. The remaining portion comprises leisure at 37%, with the final portion
group in nature, reflecting 21%.

Using the distribution of accommodated hotel demand as a starting point, we will
analyze the characteristics of each market segment in an effort to determine future
trends in room-night demand.

Commercial demand consists mainly of individual businesspeople passing through
the subject market or visiting area businesses, in addition to high-volume
corporate accounts generated by local firms. Brand loyalty (particularly frequent-
traveler programs), as well as location and convenience with respect to businesses
and amenities, influence lodging choices in this segment. Companies typically
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Leisure Segment

designate hotels as “preferred” accommodations in return for more favorable
rates, which are discounted in proportion to the number of room nights produced
by a commercial client. Commercial demand is strongest Monday through
Thursday nights, declines significantly on Friday and Saturday, and increases
somewhat on Sunday night. It is relatively constant throughout the year, with
marginal declines in late December and during other holiday periods.

A major factor considered in the development of our growth rates is the presence
of major manufacturing operations in the Ocala market. Companies including
Lockheed Martin, Emerson Electric, and E-One have begun to increase room-night
production with ramp-ups in training, research and development, and
manufacturing. Additionally, businesses associated with the equestrian industry
and the presence of the College of Central Florida should continue to provide
stable sources of commercial demand. Furthermore, growth within this market
segment is expected to continue as the manufacturing industry fully recovers.
Considering both current and historical trends, we project demand change rates of
5.0% in 2015, 2.0% in 2016. These rates are followed by levels of 1.0% in 2017
and 0.5% in 2018.

Leisure demand consists of individuals and families spending time in an area or
passing through en route to other destinations. Travel purposes include
sightseeing, recreation, or visiting friends and relatives. Leisure demand also
includes room nights booked through Internet sites such as Expedia, Hotels.com,
and Priceline; however, leisure may not be the purpose of the stay. This demand
may also include business travelers and group and convention attendees who use
these channels to take advantage of any discounts that may be available on these
sites. Leisure demand is strongest Friday and Saturday nights, and all week during
holiday periods and the summer months. These peak periods represent the
inverse of commercial visitation trends, underscoring the stabilizing effect of
capturing weekend and summer tourist travel. Future leisure demand is related to
the overall economic health of the region and the nation. Trends showing changes
in state and regional unemployment and disposable personal income correlate
strongly with leisure travel levels.

Leisure demand is primarily generated by family's visiting relatives and SMERFE-
related leisure business. Demand is also generated by Interstate 75, as all hotels in
this market are situated just off this highway. Silver Springs Nature Amusement
Park and Wild Waters Water Park, located approximately seven miles from the
market, also draw leisure-related demand to area hotels. During the winter
months, from January to March, the annual Horse Show In The Sun takes place.
This is a major event of its kind that attracts more than 17,000 attendees, usually
selling out hotels in the market. Furthermore, this market also experiences spikes
in demand during hurricane impacts along Florida's coasts; however, because this
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Group Segment

Conclusion

demand is impossible to predict, our forecast does not include a component of
weather-related demand. We anticipate leisure demand to strengthen in the
coming years as the economy continues to strengthen. Considering both current
and historical trends, we project demand change rates of 5.0% in 2015 and 2.0%
in 2016. These rates are followed by levels of 1.0% in 2017 and 0.5% in 2018.

In the limited-service sector, group demand is most commonly generated by
groups that require ten or more room nights, but need little to no meeting space
within the hotel. Examples of these groups include family reunions, sports teams,
and bus tours. In some markets, limited-service hotels may also accommodate
demand from groups or individuals attending events at the local convention center
or at one of the larger convention hotels in the area.

Group demand in the area is primarily generated by State of Florida Government
and state associations. The convenient location of Ocala within central Florida
makes this area easily accessible from major cities such as Orlando, Tampa,
Jacksonville, and Miami. Other group demand is generated by baseball teams,
wedding groups, and family reunions. The Cal Ripken baseball league attracts
several youth teams throughout the summer to play at the Ocala Rotary Complex.
Group demand in the area is expected to improve in the near future; as the
economy strengthens, state associations, SMERFE groups, and corporate
businesses should increase meeting activity. Considering both current and
historical trends, we project demand change rates of 4.0% in 2015 and 1.0% in
2016. These rates are followed by levels of 0.5% in 2017 and 0.5% in 2018.

The purpose of segmenting the lodging market is to define each major type of
demand, identify customer characteristics, and estimate future growth trends.
Starting with an analysis of the local area, three segments were defined as
representing the subject property’s lodging market. Various types of economic and
demographic data were then evaluated to determine their propensity to reflect
changes in hotel demand. Based on this procedure, we forecast the following
annual growth rates for each demand segment.
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FIGURE 5-14 AVERAGE ANNUAL COMPOUNDED MARKET SEGMENT GROWTH RATES

Annual Growth Rate

Market Segment 2015 2016 2017

Commerecial 5.0 % 2.0 % 1.0 %

Leisure 5.0 2.0 1.0

Group 4.0 1.0 0.5

Base Demand Growth 4.8 % 1.8 % 0.9 %
Accommodated Based upon a review of the market dynamics in the subject property’s competitive
Demand and Market- environment, we have forecast growth rates for each market segment. Using the
wide Occupancy calculated potential demand for the market, we have determined market-wide

accommodated demand based on the inherent limitations of demand fluctuations
and other factors in the market area.

The following table details our projection of lodging demand growth for the
subject market, including the total number of occupied room nights and any
residual unaccommodated demand in the market.
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FIGURE 5-15 ACCOMMODATED DEMAND

2014 2015 2016 2017

Commercial
Base Demand 65,156 68,414 69,782 70,480
Total Demand 68,414 69,782 70,480
Growth Rate 50 % 20 % 10 %
Leisure
Base Demand 55,780 58,569 59,740 60,338
Total Demand 58,569 59,740 60,338
Growth Rate 50 % 20 % 10 %
Group
Base Demand 31,469 32,728 33,055 33,221
Total Demand 32,728 33,055 33,221
Growth Rate 40 % 10 % 05 %
Totals
Base Demand 152,405 159,711 162,578 164,038
Overall Demand Growth 48 % 1.8 % 09 %
Market Mix
Commercial 42.8 % 42.8 % 42.9 % 43.0 %
Leisure 36.6 36.7 36.7 36.8
Group 20.6 20.5 20.3 20.3
Existing Hotel Supply 637 637 637 637
Available Rooms per Night 232,359 232,359 232,359 232,359
Nights per Year 365 365 365 365
Total Supply 637 637 637 637
Rooms Supply Growth = 00 % 0.0 % 0.0 %
Marketwide Occupancy 65.6 % 68.7 % 70.0 % 70.6 %

These room-night projections for the market area will be used in forecasting the

subject property's occupancy and average rate in the following chapter.
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6. Projection of Occupancy and Average Rate

Historical
Operating
Performance

Along with average rate results, the occupancy levels achieved by a hotel are the
foundation of the property's financial performance and market value. Most of a
lodging facility's other revenue sources (such as food, beverages, other operated
departments, and rentals and other income) are driven by the number of guests,
and many expense levels vary with occupancy. To a certain degree, occupancy
attainment can be manipulated by management. For example, hotel operators may
choose to lower rates in an effort to maximize occupancy. Our forecasts reflect an
operating strategy that we believe would be implemented by a typical,
professional hotel management team to achieve an optimal mix of occupancy and
average rate.

The following table sets forth the subject property's historical occupancy, average
rate, and RevPAR results. For the purpose of comparison, we have presented
corresponding data (as provided by Smith Travel Research) for the competitive
hotels described in the previous section. In addition to the annual percent change
calculations, we have determined the subject property's occupancy, average rate,
and RevPAR penetration rates.
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FIGURE 6-1 HISTORICAL TRENDS
Year-to-Date Through March
2010 2011 2012 2013 2014 2014 2015
Courtyard by Marriott Ocala
Occupancy 473 % 457 % 481 % 48.7 % 56.8 % 67.2 % 73.7 %
Change = (3.4) % 53 % 13 % 16.5 % = 9.7 %
Occupancy Penetration 80.4 % 76.9 % 793 % 79.7 % 86.3 % 86.8 % 89.7 %
Average Rate $85.71 $88.34 $90.33 $96.28 $98.27 $105.45 $114.52
Change = 31 % 23 % 6.6 % 21 % = 8.6 %
Average Rate Penetration 94.8 % 979 % 97.8 % 95.6 % 94.1 % 926 % 926 %
RevPAR $40.54 $40.37 $43.46 $46.93 $55.81 $70.83 $84.38
Change = (0.4) % 7.6 % 8.0 % 189 % = 19.1 %
RevPAR Penetration 76.2 % 753 % 775 % 76.2 % 812 % 80.3 % 831 %
Year-to-Date Through March
2010 2011 2012 2013 2014 2014 2015
Ocala Submarket
Occupancy 58.8 % 59.4 % 60.7 % 61.1 % 65.8 % 77.4 % 82.1 %
Change 31 % 1.0 % 21 % 0.8 % 77 % = 6.1 %
Average Rate $90.38 $90.21 $92.38 $100.75 $104.46 $113.90 $123.61
Change 0.6 % (0.2) % 24 % 9.1 % 3.7 % = 85 %
RevPAR $53.19 $53.60 $56.05 $61.60 $68.76 $88.17 $101.52
Change 3.7 % 0.8 % 46 % 99 % 116 % = 151 %
Source: STR Global
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The Courtyard by Marriott Ocala experienced a 8.0-point occupancy change in
2014, increasing from 48.7% in 2013 to 56.8% in 2014. As a result of this change,
occupancy penetration relative to the Smith Travel Research set of reporting
hotels equaled 86.3% in 2014. In 2011, the subject hotel's occupancy declined
given an overall decrease in market demand; its overall penetration also declined
due to renovations that were underway in the lobby area. Occupancy rebounded in
2012 as the economy improved and renovations were completed, allowing for the
subject property's penetration level to return close to its prior positioning within
the competitive set. The subject hotel's occupancy and penetration reached a new
peak in 2014. Recent data illustrate a continuation of this trend.

Average rate penetration for the Courtyard by Marriott Ocala equated to 94.1% in
2014, contributing to the overall RevPAR penetration level of 81.2% in the same
year. Average rate at the subject property has increased during the last few years,
largely attributed to renovations to the property and the strengthening economy.

Penetration Rate The subject property's forecasted market share and occupancy levels are based
Analysis upon its anticipated competitive position within the market, as quantified by its
penetration rate. The penetration rate is the ratio of a property's market share to
its fair share. A complete discussion of the concept of penetration is presented in

the addenda.
Historical Penetration In the following table, the penetration rates attained by the primary competitors
Rates by Market and the aggregate secondary competitors are set forth for each segment for the
Segment base year, 2014.

FIGURE 6-2 HISTORICAL PENETRATION RATES

.cf?
N
s‘g «;"’0 3 e'?'}\
N 9
Property S 3 & S
Courtyard by Marriott Ocala 81 % 95 % 84 % 87 %
Hampton Inn & Suites Ocala 119 123 82 113
Holiday Inn Hotel & Suites Ocala Conference Center 98 115 102 105
Secondary Competition 107 85 118 101
As a result of its varying levels of penetration among the three market demand
segments, the Courtyard by Marriott Ocala achieved an overall penetration rate of
87% in 2014. Overall, the subject property’s occupancy penetration level was
ranked fourth among the illustrated averages. The subject property achieved its
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Forecast of Subject
Property’s Occupancy

highest segment penetration rate in the leisure segment, at 95%, due to the hotel’s
popularity with weekend leisure travelers in the area.

Among all properties listed, the Hampton Inn & Suites Ocala achieved the highest
penetration rate within the commercial segment. The highest penetration rate in
the leisure segment was also achieved by the Hampton Inn & Suites Ocala, while
the secondary competition led the market with the highest group penetration rate.

Because the supply and demand balance for the competitive market is dynamic,
there is a circular relationship between the penetration factors of each hotel in the
market. The performance of individual new hotels has a direct effect upon the
aggregate performance of the market, and consequently upon the calculated
penetration factor for each hotel in each market segment. The same is true when
the performance of existing hotels changes, either positively (following a
refurbishment, for example) or negatively (when a poorly maintained or marketed
hotel loses market share).

A hotel’s penetration factor is calculated as its achieved market share of demand
divided by its fair share of demand. Thus, if one hotel’s penetration performance
increases, thereby increasing its achieved market share, this leaves less demand
available in the market for the other hotels to capture and the penetration
performance of one or more of those other hotels consequently declines (other
things remaining equal). This type of market share adjustment takes place every
time there is a change in supply, or a change in the relative penetration
performance of one or more hotels in the competitive market.

Our projections of penetration, demand capture, and occupancy performance for
the subject property account for these types of adjustments to market share within
the defined competitive market. Consequently, the actual penetration factors
applicable to the subject property and its competitors for each market segment in
each projection year may vary somewhat from the penetration factors delineated
in the previous table.

Our interviews with market participants did not reveal any expected major
market-segmentation shifts. The subject property is anticipated to maintain its
current market mix, focusing on major corporate accounts and leisure travelers.
Planned renovations through the near term are expected to help the competitive
level of the property and to assist the hotel in achieving the occupancy forecast
presented in this chapter. No new competitive supply is anticipated in this
submarket, which should contribute to the area's overall stability.
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FIGURE 6-3

The subject property's occupancy forecast is set forth as follows, with the adjusted
projected penetration rates used as a basis for calculating the amount of captured

market demand.

FORECAST OF SUBJECT PROPERTY'S OCCUPANCY
Market Segment 2014 2015 2016 2017
Commercial
Demand 65,156 68,414 69,782 70,480
Market Share 215 % 215 % 231 % 235 %
Capture 14,011 14,712 16,145 16,587
Penetration 81 % 81 % 87 % 89 %
Leisure
Demand 55,780 58,569 59,740 60,338
Market Share 251 % 251 % 26.7 % 27.1 %
Capture 14,011 14,712 15,936 16,324
Penetration 95 % 95 % 100 % 102 %
Group
Demand 31,469 32,728 33,055 33,221
Market Share 223 % 223 % 239 % 243 %
Capture 7,006 7,286 7,893 8,063
Penetration 84 % 84 % 90 % 91 %
Total Room Nights Captured 35,028 36,709 39,975 40,975
Available Room Nights 61,685 61,685 61,685 61,685
Subject Occupancy 57 % 60 % 65 % 66 %
Marketwide Available Room Nights 232,359 232,359 232,359 232,359
Fair Share 27 % 27 % 27 % 27 %
Marketwide Occupied Room Nights 152,405 159,711 162,578 164,038
Market Share 23 % 23 % 25 % 25 %
Marketwide Occupancy 66 % 69 % 70 % 71 %
Total Penetration 87 % 87 % 93 % 94 %

These positioned segment penetration rates result in

segmentation forecast.

the following market
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Average Rate Analysis

Competitive Position

FIGURE 6-4 MARKET SEGMENTATION FORECAST — SUBJECT PROPERTY

2014 2015 2016 2017

Commercial 40 % 40 % 40 % 40 %
Leisure 40 40 40 40
Group 20 20 20 20
Total 100 % 100 % 100 % 100 %

Based on our analysis of the subject property and market area, we have selected a
stabilized occupancy level of 67%. The stabilized occupancy is intended to reflect
the anticipated results of the property over its remaining economic life, given all
changes in the life cycle of the hotel. Thus, the stabilized occupancy excludes from
consideration any abnormal relationship between supply and demand, as well as
any nonrecurring conditions that may result in unusually high or low occupancies.
Although the subject property may operate at occupancies above this stabilized
level, we believe it equally possible for new competition and temporary economic
downturns to force the occupancy below this selected point of stability.

One of the most important considerations in estimating the value of a lodging
facility is a supportable forecast of its attainable average rate, which is more
formally defined as the average rate per occupied room. Average rate can be
calculated by dividing the total rooms revenue achieved during a specified period
by the number of rooms sold during the same period. The projected average rate
and the anticipated occupancy percentage are used to forecast rooms revenue,
which in turn provides the basis for estimating most other income and expense
categories.

Although the average rate analysis presented here follows the occupancy
projection, these two statistics are highly correlated; in reality, one cannot project
occupancy without making specific assumptions regarding average rate. This
relationship is best illustrated by revenue per available