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November 13, 2008

Mr. Gary McGuigan
Project Executive
Maryland Stadium Authority
333 W. Camden Street, Suite 500
Baltimore, Maryland

Dear Mr. McGuigan:

Per our agreement dated January 14, 2008, we have completed our analysis related to the proposed
expansion of the Ocean City Convention Center (OCCC). The report presented herein includes the summary
of findings and principal conclusions from our research.

This analysis was prepared for the Maryland Stadium Authority (MSA) and the Town of Ocean City (TOC) for
their consideration of plans for expansion. The findings and assumptions contained in the report reflect
analysis of primary and secondary sources. We have utilized sources that are deemed to be reliable but
cannot guarantee their accuracy. Moreover, estimates and analysis regarding the expanded facility are
based on trends and assumptions and, therefore, there will usually be differences between the projected and
actual results because events and circumstances frequently do not occur as expected, and those differences
may be material. We have no obligation, unless subsequently engaged, to update this report or revise this
analysis as presented due to events or conditions occurring after the date of this report.

4427 W. Kennedy Boulevard ∙ Suite 200 ∙ Tampa, Florida 33609 ∙ Phone 813.281.1222 ∙ Fax 813.315.6040
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In accordance with the terms of our engagement letter, the accompanying report is restricted to internal use
by the MSA and the TOC and may not be relied upon by any third party for any purpose.

This analysis was prepared under the Consulting Standards issued by the American Institute of Certified
Public Accountants (AICPA) and does not constitute an examination, compilation or agreed upon procedures
in accordance with the standards established by the AICPA. As such, we do not express an opinion or any
other form of assurance on whether the prospective financial statements are presented in conformity with
AICPA presentation guidelines or on whether the underlying assumptions provide a reasonable basis for the
presentation.

You have authorized reports to be sent electronically for your convenience. However, only the final hard copy
report should be viewed as our work product.

We have enjoyed working on this engagement and our relationship with the MSA and TOC and look forward
to the opportunity to provide you with continued service.

Sincerely,

Crossroads Consulting Services LLC

4427 W. Kennedy Boulevard ∙ Suite 200 ∙ Tampa, Florida 33609 ∙ Phone 813.281.1222 ∙ Fax 813.315.6040
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Introduction

Ocean City is located in Worcester County which has a population of nearly 49,000 people and a median household
income of approximately $53,100. The community is one of the most popular, year-round vacation destinations on
the East Coast that provides a safe, clean and fun environment for visitors. Millions of visitors come to the City’s
white, sandy beaches and Boardwalk each year. In addition to water sports and fishing, Ocean City and surrounding
areas offer more than 20 golf courses. Other area attractions include Arthur Perdue Stadium, home of the Delmarva
Shorebirds, the Baltimore Orioles' Class A South Atlantic League team, which is approximately 25 miles from Ocean
City on Route 50 and the Ocean Downs Racetrack which is about 10 minutes away. In addition to serving as an
oceanfront resort community, Ocean City has become a popular place for meetings and conventions. The
community offers approximately 10,000 hotel rooms, nearly 5,000 of which are committable for group business. In
addition, there are approximately 25,000 oceanfront and bay view condominiums available for rent. Ocean City is
accessible via Route 50 and is also serviced by the Salisbury – Ocean City Regional Airport.

Ocean City attracts more than 3.8 million person trips annually, mostly during the summer months, but development
efforts associated with golf and group business have extended the season into late spring and early fall. Future
growth in visitation is expected to be generated from further capture in non-peak months as opposed to growth in the
already popular summer season. As the TOC seeks ways to lengthen its season, expansion of the OCCC has been
considered in an effort to draw group business during non-peak months to fill area hotels and support local
businesses.

In an effort to continue to grow the TOC’s season, expansion of the OCCC was considered in the mid-1980s when
Economic Research Associates (ERA) was retained. At that time, ERA recommended an 80,000 SF exhibit hall
would allow the community to expand its season by hosting more group business during the off-season. The OCCC
was ultimately renovated and expanded in 1997 when exhibition space in the building was increased by 50,000
square feet and the meeting room space expanded by 25,000 square feet. The exhibition space in the original OCCC
was converted into a new ballroom.
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Introduction (cont’d)

The OCCC serves as the primary venue in the area for conventions,
trade shows and meetings and offers the following components:

•63,000 SF of exhibit space in three halls on level 1

 Halls A and B combined offer approximately 45,400 SF of
contiguous space

 Hall C, which is located across from Halls A and B, is not column-
free and presents logistical issues with move-in/move-out

•The 21,900 SF Grand Ballroom which is located on level 2 with a
maximum capacity of 3,100 theater-style

•25 fully divisible breakout rooms that can be set in different
configurations to accommodate a variety of sizes and needs

•1,100 free parking spaces

•The Sunset Pavilion, located adjacent to the OCCC, offers banquet
space for up to 220 people but is limited due to the lack of central
heat/air

In general, stakeholders indicated that the 1997 expansion has been
well-received. One of the primary reasons is that the expanded OCCC
allowed Ocean City to extend its visitor season by attracting additional
conventions, tradeshows and sporting competitions during the off-season
which has benefited the community as a whole.
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Introduction (cont’d)

The OCCC hosted approximately 110 events during calendar year 2007 attracting approximately 435,000 attendee
days. Since the 1997 expansion, the facility has consistently attracted 35 to 40 conventions and tradeshows each
year whose combined attendance represents the greatest portion of overall visitors to the OCCC. In fiscal year
2007, the OCCC realized approximately $1.8 million in operating revenues and $4.5 million in expenses which
resulted in an operating deficit of approximately $2.7 million. While the venue does operate at a deficit, this is
common among convention centers that create benefits by attracting out-of-town attendees who generate spending
on lodging, restaurants, retail, transportation and entertainment.

As group business throughout the country slowed following the events of September 11th, 2001, planning for an
OCCC expansion was put on hold. As group business has rebounded nationally and locally, the MSA and TOC
retained Crossroads Consulting, in conjunction with HOK Venue, to conduct a market, site and economic study that
assesses whether expansion of the existing OCCC appears warranted from a market demand perspective and if so,
what the operational and financial impacts may be in terms of operating revenues and expenses, economic/fiscal
benefits and additional required infrastructure.
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Introduction (cont’d)

Specific research tasks conducted by Crossroads Consulting for the study include the following:

• Conducted interviews and/or work sessions with a variety of groups including, but not limited to,
representatives from the MSA, City and County government, area hoteliers, area attractions, and the
Chamber of Commerce

• Summarized trends in the convention/meetings industry

• Profiled select demographic and economic data

• Analyzed attributes of comparable destinations and facilities

• Analyzed historical event activity at the OCCC

• Surveyed and/or interviewed existing users as well as potential users of an expanded facility

• Assisted management in preparing preliminary building program recommendations and an estimate of
utilization for an expanded OCCC based on market research

• Assisted management in estimating financial operations and economic/fiscal benefits for an expanded OCCC

The site analysis conducted by HOK Venue can be found in Appendix A. The site analysis has a summary of
potential expansion options including conceptual drawings.

Hardin Construction’s cost estimates for the various expansion options are presented in Appendix B.

Appendix C includes a preliminary analysis regarding the ability to potentially include a performing arts
center as a component of OCCC expansion.
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Executive Summary – market analysis

The research conducted in the market analysis includes, but is not limited to, input from stakeholders, an overview of the
convention and meetings industry, an overview of the Ocean City area, an analysis of the competitive market, an
analysis of historical utilization at OCCC, information from comparable facilities as well as input from existing and
potential users of an expanded OCCC. This research suggests that a moderate expansion and remodeling of the
existing OCCC would place the center in a better position to maintain its existing base of business and increase its
penetration in various market segments such as State and regional association business and regional/national sports
tournaments that generate incremental new economic impact. In addition, expansion would also allow the facility to
better meet the long-term needs of the community in terms of retaining and attracting consumer shows and various
entertainment events that are typically more financially profitable for a venue.

This section provides a summary of the key findings found in this report. Because this information is extracted from the
more detailed analysis of various data related to the proposed expansion, it is important for the reader to review the
report in its entirety in order to gain a better understanding of the methodology and the assumptions used.

Research indicates that several of Ocean City’s market characteristics are favorable elements in terms of potentially
attracting a variety of demand generators to an expanded OCCC. These include, but are not limited to, the following:

• Established leisure/hospitality market dedicated to visitor needs; providing outlets to maximize economic impact

• Significant population base and presence of associations headquartered within surrounding drive-in market

• Despite the lack of a headquarters hotel property, the TOC’s significant overall hotel supply, availability of rental
properties, affordability and shuttle service allow the facility to overcome a potential drawback

• Supply of attractions, rental properties and family-friendly reputation which could positively influence travel party
sizes and extend lengths of stay for convention and other group business held at the OCCC

• Historically, the OCCC has hosted a relatively high number of conventions/tradeshows, many of which are repetitive
users, indicating the facility and community are attractive to a particular niche within the broader association market
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Executive Summary – market analysis (cont’d)

Research also highlighted several limitations of Ocean City and the existing OCCC which include, but are not limited
to, the following:

• Lack of proximate major airport and distance to the interstate can cause high traffic volume for drive-in attendees
during busier seasons which is a competitive disadvantage relative to other comparable venues

• Seasonality of hotels which could present a challenge if a large citywide event(s) attempts to book during the off-
season

• According to user input, some cost-conscious groups are hindered by the OCCC’s rental and food/beverage costs
which may be perceived as higher due to the limited food/beverage activity occurring at area hotels (given Ocean
City’s unique destination characteristics) where costs are typically higher than convention centers in similar
destinations

• Lack of state-of-the-art technology such as facility-wide wireless capabilities

• Configuration of function space at the existing OCCC makes it difficult to accommodate simultaneous events as
such the most common reason for lost business is date availability

• Approximately 70% of events using one exhibit hall book Hall A or Hall B, limiting date availability for groups
requiring greater than 25,000 SF of exhibit space

• Exhibit Hall C is not prime exhibit space; its columns limit its marketability for events that require a clear span

• Interviews with users and input from management indicate that the limited supply of on-site parking is a challenge
for some groups given the facility’s high drive-in attendance; this would be exacerbated by use of the existing
surface parking lot for expansion
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Executive Summary – market analysis (cont’d)

Research of the overall convention and meetings industry suggests that the market is rebounding after a post
September 11, 2001 downfall. Ocean City is located in a region that offers a number of large convention centers
in major cities as well as hotels that offer function space. However, the region offers limited convention facilities
with approximately 100,000 SF of exhibit space for moderately sized events that have outgrown hotels, desire a
more family-friendly environment and/or require affordability. Despite the OCCC’s relatively limited prime exhibit
space and the challenge of a hospitality market that is not year-round, it has consistently attracted a significant
number of events that draw from outside of Maryland. The OCCC’s current size was cited as its most significant
constraint by both meeting planners and sporting event organizers. Approximately 80% of association meeting
planners and 88% of sports event organizers indicated they would consider hosting their event at an expanded
OCCC.

Based on the community’s strengths, the success of the existing OCCC in attracting association business and
user survey responses, it appears that an expansion of the OCCC’s exhibit space would allow it to continue to
host more, simultaneous events as well as attract new regional/national business in a niche that is well-suited to
the market. This niche would likely consist of a greater number of sporting events as well as social, military,
educational, religious and fraternal events which would be consistent with comparable venues. These types of
events typically attract a greater drive-in attendance, are held in family-friendly destinations and seek affordable
options. Research indicates that some of the Ocean City hotel community does not fully recognize the value of
the OCCC’s operation to their individual property. However, this perception could be improved by increased
business at an expanded OCCC particularly during shoulder seasons which would serve to benefit all lodging,
restaurant, retail and entertainment establishments in the area.

The existing OCCC does not compare favorably in terms of the size and configuration of space with other
comparable facilities. Consequently, if OCCC does not expand and reconfigure its space, it is likely that the
facility’s utilization will continue to trend toward more State- and local-based business.
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Executive Summary – market analysis (cont’d)

In order to continue to achieve its mission to generate economic impact for the local community and State
of Maryland, expansion of the OCCC would allow it to take advantage of the following opportunities:

• The majority of conventions/tradeshows and events/competitions have required a high percentage of
existing exhibit and ballroom space indicating a potential market for simultaneous events

• Attracting additional events during the shoulder season to support area businesses

• Potential to attract a greater number of events/competitions which indicate Ocean City offers destination
attributes consistent with their needs

• The OCCC hosts relatively few dedicated food functions; an expanded/renovated building would provide
potential to take advantage of users’ needs for larger, unique food/beverage function space

• Approximately 80% of meeting planner survey respondents indicated interest in hosting events at an
expanded OCCC compared to 69% without expansion

• User survey responses suggested the existing building limits the destination’s ability to attract some
conventions/tradeshows due to its size/date availability

• Meeting planner respondents indicated that many attendees would likely extend their stay in Ocean City
beyond the length of the event for one to three days suggesting a relatively high potential to generate
economic impact
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Executive Summary – recommended building program

Research conducted in the market analysis indicates that a total of approximately 173,300 SF to 178,300 SF of
leaseable space in a combination of exhibit space and high-end, flexible meeting/ballroom space would place
the facility in a better competitive position to attract more convention, tradeshow, meetings and sporting
events/competitions, to better meet the increasing space needs of various local user groups such as consumer
shows. Although the number of existing meeting rooms is sufficient, the expansion plan may dictate the need
to relocate a portion of breakouts to adequately host simultaneous events. One option to consider in any
expansion plan is to convert/reconfigure Hall C into meeting/ballroom/prefunction space and incorporate that
lost square footage in the expanded exhibit space. The following summarizes the preliminary building program
recommendations. More detailed recommendations can be found in Section 4 of the report.

It should be noted that these square footage amounts do not include any support space such as prefunction
and registration areas, circulation space, storage and restrooms. Ideally, any expansion of the existing facility
would be contiguous in nature although this may be difficult given the existing site plan. The exhibit hall should
be column free space and be divisible similar to Halls A and B and it should be developed in proximity to some
meeting and ballroom space so that it can support stand-alone event activity requiring all three function areas.
In addition, the Grand Ballroom should be renovated to be more of a traditional ballroom.

Square Footage of Space

Component at Existing OCCC

Exhibit Hall (SF) 63,400 113,400 - 118,400

Ballroom/Meeting Space (SF) 59,900 59,900 - 59,900

Total Function Space (SF) 123,300 173,300 - 178,300

Number of Meeting Rooms 25 31 31

Ratio of Meeting/Ballroom

Space to Exhibit Space
94% 53% 51%

Preliminary Recommendations

For Expanded OCCC

Square Footage of Space
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Executive Summary – site analysis and cost estimate

Although it is a highly constrained urban site along the Coastal Highway, OCCC’s site has space for potential
expansion in accordance with our team’s recommendations. Four potential expansion options including
construction of a new parking garage to service the OCCC were developed by HOK Venue. Development pros
and cons were assessed including ingress/egress, future expansion potential, disruption of existing building
activity, connectivity with existing building and ability to create a new “front door” for the facility. Based on user
input and an analysis of historical utilization, Hall C is considered substandard exhibit space relative to Halls A and
B given its low ceiling height and dense column grid. An option to renovate Hall C into meeting and storage space
would allow the space to be used more effectively, particularly with an expansion of exhibit space to the east of the
existing building.

The table below reflects probable construction costs for an expansion to the OCCC as provided by Hardin
Construction. An allowance has been included for soft costs and a design contingency and all amounts are
escalated to 2011 dollars to give a better picture of the overall project cost involved in undertaking an expansion to
the OCCC.

Further details regarding the site analysis can be found in Appendix A. Cost figures prepared by Hardin
Construction are included in Appendix B.

2008 $s

Option Gross SF Parking (PS)

Building Hard

Cost

Parking Hard

Cost

Visitors

Center

Total Hard

Cost Soft Costs

Total Project

Cost

1 113,243 1,500 $33,521,149 $20,838,945 $0 $54,360,094 $5,164,209 $59,524,303 $68,452,948 $73,214,893
2a 97,980 1,050 $29,365,229 $14,960,267 $909,104 $45,234,600 $4,297,286 $49,531,886 $56,961,659 $60,924,209
2b 93,939 1,500 $31,460,047 $20,590,236 $908,742 $52,959,025 $5,031,108 $57,990,133 $66,688,653 $71,327,864
2c 93,939 1,050 $31,460,047 $14,990,236 $908,742 $47,359,025 $4,405,550 $51,764,575 $58,396,728 $62,459,109
3 126,610 1,500 $35,786,894 $20,589,284 $0 $56,376,178 $5,355,736 $61,731,914 $70,991,702 $75,930,255

Hall C Renovation 30,679 n/a $1,473,875 n/a n/a $1,473,875 $140,018 $1,613,893 $1,855,977 $1,985,089

Notes: Design contingency 7% 10%

Soft costs include design fee and furniture, fixtures & equipment. Escalation 8% 13%

Range of project cost includes a design contingency of 7% to 10% and escalation of 8% to 13%.

Source: Hardin Construction

Range of Project Cost (2011 $s)
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Executive Summary – financial analysis

Based on the recommended building program, management estimates utilization at an expanded facility to range from 177 to
195 events that generate between 573,000 and 666,800 attendee days during a stabilized year of operations. It is important
to note that these estimates are based on the assumption that the facility offers meeting/event planners the high-quality space
they require and has sufficient proximate parking.

An operating deficit ranging from $2.8 million to $3.1 million (in 2011 dollars) is estimated for a stabilized year of operations. It
is important to read the accompanying summary of significant assumptions in Section 4 of this report which provides further
detail regarding the financial estimate.

With respect to financial performance, it is important to understand that the majority of stand-alone convention centers typically
realize an operating deficit. However, one of the primary reasons these facilities are developed is because of the economic
impacts that the project can generate in terms of spending, employment and tax revenues for the local and state governments.

Direct spending generated from the on-going operations of an expanded OCCC is estimated to range from $164.4 million to
$187.8 million annually (in 2011 dollars) and total spending (including direct/induced/indirect spending) is estimated to range
from $230.2 million to $262.8 million annually (in 2011 dollars) during a stabilized year of operations. It is also estimated that
the economic activity associated with an expanded OCCC could generate approximately 3,000 to 3,500 total full-time
equivalent jobs. These jobs would be created in many sectors of the economy which would both directly and indirectly support
the increased level of business activity in the area.

Tax revenues from the on-going operations of an expanded OCCC generated to the TOC and the State are estimated to
range from approximately $13.9 million to $15.9 million annually (in 2011 dollars) in a stabilized year of operations. All
additional event activity accommodated by an expanded facility is assumed to be new to the TOC and is estimated to generate
approximately $928,000 to $1.4 million annually (in 2011 dollars) in incremental tax benefits to the TOC in a stabilized year of
operations. However, it is assumed that a portion of the event activity that is new to the TOC may be occurring elsewhere in
the State. As such and for purposes of this analysis, only 90% of incremental State fiscal benefits are assumed to be new.
Based on these assumptions, incremental new tax benefits to the State are estimated to range from $2.8 million to $4.2 million
annually (in 2011 dollars) in a stabilized year of operations.
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Executive Summary – development strategy

While expansion appears viable from a market perspective, based on the estimated incremental fiscal benefits
to the TOC relative to the annual debt service requirements based on Hardin’s cost estimates, pursuing an
expansion to better accommodate market demand may not be achievable in the short-term given current
economic conditions. As such, Crossroads Consulting worked with OCCC management to develop a short-
term strategy for the facility that can further enhance utilization, operating efficiency and economic/fiscal
impacts prior to expansion.

• Maintaining the existing level of business by continuing to provide the highest standards of customer
service.

• Increasing competitiveness and further enhancing the marketability of the OCCC by continuing to pursue
large-scale capital repairs and improvements as determined and prioritized by management through a
traditional capital improvement plan.

 Exploring the opportunity to improve energy efficiency given the rising energy costs incurred at the
OCCC over the last several years.

 Modifying Hall C and the western outdoor deck could further enhance the facility’s marketability.

 Based on input from facility management, users indicated technological improvements could also
enhance its marketability. Further analysis should be conducted, however, to understand the need for
any proposed technological upgrades as their costs can sometimes outweigh their benefits given that
not all groups require them and/or are unwilling to pay market rates.

 Developing an on-site parking garage to meet the needs of existing users and enhance revenue
generation.
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Executive Summary – performing arts center

As part of the expansion analysis for the OCCC, the TOC asked Crossroads Consulting and HOK Venue to
provide input regarding incorporating a 1,000 to 2,000 seat performing arts center either attached to, or separate
from, the OCCC. Our observations are based on our collective experience with similar projects, not on primary
market research. As such, the purpose of this analysis is not to assess the market demand for a new performing
arts center in the community but rather to provide a summary of potential challenges and opportunities
associated with constructing a new performing arts center at the OCCC complex. Based on its research of
building footprints for a variety of sizes of music performance spaces, HOK Venue made the following
observations:

• There is room at the OCCC site to accommodate a medium-sized performing arts facility along with OCCC
expansion.

• Four potential site development options were considered in addition to expansion of the OCCC including
performing arts centers ranging in size from 1,000 to 2,000 seats.

Cost estimates for a performing arts center vary significantly based on the total amount of space constructed
(which in some cases includes rehearsal halls, administrative space, and meeting facilities), and the level of
finish. HOK Venue estimates that a 1,000-seat performing arts center may range from $17.0 million to $69
million while a 2,000 seat hall can range between $34.0 million and $138 million. In addition to debt service
requirements, funding would likely be required for the ongoing operations of the facility since the vast majority of
performing arts centers operate at a deficit.
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Executive Summary – performing arts center (cont’d)

The concept of developing the proposed performing arts center adjacent to the OCCC appears to be
consistent with achieving the TOC’s objective of creating a vibrant core with entertainment options for residents
and visitors alike. Although we did not conduct a separate market analysis for development of the proposed
new performing arts center, the potential for this type of facility to complement activity at an expanded OCCC
was considered.

Based on findings in the OCCC expansion market analysis, it appears that a multi-purpose auditorium would
be more complementary to convention center uses than a high-end dedicated performing arts center. OCCC
user surveys indicated that an auditorium with a seating capacity of 1,000 to 1,300 could accommodate a
variety of event related activities such as general sessions, lectures, concerts, awards banquets, etc. In
addition, Ocean City’s attributes make it a popular destination to host social/military/educational/religious/
fraternal groups that sometimes require an auditorium-type setting. The majority of profiled comparable
convention centers do not offer a fixed seating component and, as such, developing an auditorium could place
the OCCC at a competitive advantage over similar destinations for certain events.

More detailed information regarding the proposed performing arts center can be found in Appendix C.
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Overview of the convention and meetings industry

The events of September 11, 2001, and the War on Iraq have had a significant impact on the
economy, including the convention and meetings business. Despite the current economic conditions,
certain geographic markets and market segments have, and are continuing to, rebound. In order to
gain an understanding of the historical trends and anticipated future changes taking place in the
supply of, and demand for additional convention/meeting space, various industry trends are
summarized.

This analysis is based on information provided by secondary sources such as convention bureau
research files, industry publications including Meetings & Conventions, Tradeshow Week, and Major
Exhibit Hall Directory and Destination Marketing Association International. This information provides
illustrative examples of trends occurring in the U.S. convention and meetings marketplace which
should be helpful to management as it contemplates expansion of the OCCC.
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The convention and meetings industry is comprised of
several types of events with varying space requirements

Event Type Event Definition Space Requirements Attendee Origin Example

Conventions Private groups or associations meeting to exchange

ideas. Trending toward using more exhibits.

Exhibit, meeting rooms, and

ballroom

Out-of-town Maryland Association of

Mortgage Brokers

Conferences/meetings Small private groups meeting to exchange ideas or

to conduct training sessions.

Small, high quality meeting

space and ballroom

Out-of-town and local Medical seminar, corporate

meetings

Assemblies Large groups that are usually social, fraternal or

religious in nature.

Arena, stadium and exhibit Out-of-town; Some local Shriners Convention

Tradeshows Private groups or associations meeting to buy and

sell products.

Exhibit and some meeting Out-of-town; Some local Senior Expo

Special high impact

events

Entertainment-oriented events that bring in

significant out-of-town attendees.

Exhibit, ballroom and some

assembly seating

Out-of-town Music Festival

Consumer/public shows Public exhibitions to market goods and services to

local residents.

Exhibit Primarily local Home & Garden Show

Other local/civic events Public events needing large indoor area such as an

exhibit floor, assembly/riser seating and/or meeting

space.

Exhibit, assembly seating

and meeting

Primarily local Festivals, dances, civic

clubs
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Despite current economic conditions and recent world events, new
exhibition facilities and upgrades/expansions of existing facilities continue to

emerge, many of which were underway prior to these events

The historical growth of exhibit space in the
U.S. is based on research conducted by
Tradeshow Week and reflects data for
exhibition facilities and hotels that offer at least
25,000 SF of prime exhibit space as provided
by individual facility management. The
historical average annual growth rate of exhibit
space since 2004 has been approximately
2.4%, fueled by both expansions and new
facilities.

Although the supply of exhibit space continues
to grow, the rate of growth has slowed. As a
point of reference, there was a 5.7% increase
in gross exhibit space between 2002 and 2003
and only a 0.1% increase between 2006 and
2007. According to Major Exhibit Hall
Directory, projected growth of supply is
anticipated to be 3.6% during 2008 and 2.6%
during 2009 primarily through expansion of
existing facilities.
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Most of the projected increase in exhibit and meeting space
in 2007-2008 and 2008-2009 is from expansion
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The anticipated increase in meeting space is likely due in part to the increased demand for breakout rooms
by meeting planners.
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An increasing number of hotels are building exhibit space

According to Major Exhibit Hall
Directory, there are nearly 100
hotels in the U.S. that now offer
25,000 SF or more of prime
exhibit space. For example,
Gaylord Hotels has developed
hotels with exhibit space in the
Dallas area, Nashville and
Orlando as well as in Prince
George’s County, Maryland.

As shown previously, traditional
exhibition/ convention facilities
have experienced an average
annual growth rate of 2.4%
since 2004. In comparison,
exhibit space at hotels has
experienced an annual growth
rate of 6.3% over the same time
period. Consequently, a
growing number of hotels are
able to directly compete with
exhibition/convention facilities.

Source: 2007 Major Exhibit Hall Directory.

Historical Growth of Exhibit and Meeting Space at Hotels
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Approximately 45% of the existing exhibition facilities in the U.S.
offer between 25,000 SF and 99,999 SF of gross exhibition space

The distribution of exhibition facilities in the U.S. in 2007 includes convention centers, conference
centers, hotels and other similar facilities that offer at least 25,000 SF of prime exhibit space.

Distribution of U.S. Exhibition Facilities by Size (SF)

Source: 2007 Major Exhibit Hall Directory.
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The Mid-Atlantic region which includes Maryland has the
fewest exhibition facilities

Distribution of U.S. Facilities by Geographic Region
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Source: 2007 Major Exhibit Hall Directory.

The Mid-Atlantic region, defined as Delaware, Washington, D.C., Maryland, Virginia and West Virginia by
Major Exhibit Hall Directory, is one of the least competitive in terms of exhibition facility supply.
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In recent years, there has been a shift in facilities
that are considered competitors

In the past, convention and meeting facilities primarily competed with other similar-sized facilities in
comparable destinations. This is no longer the case in many instances. As the effects of September
11th and current economic conditions have impacted the convention and meetings industry, larger
convention and meeting facilities in the U.S. are no longer just competing for a relatively small
percentage of the overall convention and tradeshow business. Instead, they are now targeting smaller
groups as well in order to increase occupancy and economic impact.

Many convention and meeting facilities located in first-tier cities are increasingly offering financial
concessions and other incentives to meeting planners in order to attract business. As meeting
planners are also being constrained with limited budgets during these economically challenging times,
they are taking advantage of these financial arrangements. This affordability allows groups that could
not otherwise afford first–tier cities to meet there. In addition, some meeting planners are able to
secure multi-year agreements at current discounted rates. Consequently, first-tier cities are directly
competing with second-tier cities on a more frequent basis making it even more competitive for small
and moderate-sized facilities.
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The total number of meetings and attendees has increased
significantly according to the most recent Meetings Market survey
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Meetings & Conventions Magazine commissions a biennial survey that focuses on obtaining information on the U.S. meetings
and convention market regarding the number of meetings, expenditures, attendees and characteristics of meeting planners
from the perspectives of both corporations and associations. A total of 736 surveys were completed in the most recent survey
effort published in 2006. Although estimates differ as to the total number of meetings held in the United States, the survey
results suggest there are over 1.0 million meetings held annually.

Average attendance at all three event types increased significantly over 2003 figures which, combined with the increase in
events, contributed to a 60% increase in total attendance at all event types. This is representative of a rebound in the
meetings and conventions market as well as the overall travel industry since the downturn immediately following the events of
September 11, 2001.
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The average convention required 56,000 net square feet of
exhibit space

Source: 2006 Meetings Market Report

Net Exhibit Space Required by Major Conventions

Based on information from Meetings & Conventions, approximately 76% of the meetings held in the U.S.
required 50,000 SF or less of net exhibit space. This category also includes those events that did not
require exhibit space. In addition, approximately 66% of conventions involved exhibits/displays. It should
be noted that 63% of respondents represented major conventions held in hotels which contributes to the
high percentage of events requiring limited exhibit space.

<= 20,000 SF
56%

20,001-30,000 SF
9%

30,001-50,000 SF
11%

> 50,001 SF
24%



30

In general, October is the most popular month for conventions while
January is the most popular month for tradeshows

Sources: 2006 Tradeshow Week 200; 2006 Meetings Market Report.

Although both conventions and tradeshows have seasonal event activity throughout the year, their patterns differ.
January, February and May are typically the most popular months for the 200 largest tradeshows in the U.S. While
these tradeshows are the largest shows in the country, they are representative of the overall exhibition industry in
terms of seasonality. By contrast, relatively few conventions are held in the winter. June, September and October
are typically the busiest months for conventions. December is a slow month for both event types. Tradeshow
business at an expanded OCCC could potentially increase occupancy levels for area hotels which typically
experience their lowest occupancy levels in January and February.
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The South Atlantic region, which includes Maryland, hosted the
largest percentage of major conventions

The South Atlantic region of the U.S., which consists of Maryland, Virginia, District of Columbia, North Carolina, South
Carolina, Georgia and Florida, hosted approximately 23% of the major conventions in the country, making it very
competitive.

Location of Major Conventions
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The State of Maryland is home to approximately 160 State and regional associations as well as approximately 400
national associations. In addition, there are approximately 260 State and regional associations headquartered in
Virginia and the District of Columbia combined, a portion of which could be a potential target market for the OCCC.

Sources: 2006 Meetings Market Report.
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Availability of hotels/meeting facilities and affordability are key
criteria when meeting planners select a site

Although meeting planners consider many factors when choosing a destination in which to host their event, these criteria
vary somewhat by event type based on the most recent survey conducted by Meetings & Conventions. For instance, the
availability of hotels and meeting facilities was considered most important by both convention and corporate meeting
planners followed by affordability. However, association meeting planners ranked affordability as being more important
than hotel/meeting facility availability. In addition, meeting planners for all event types ranked the safety and security of
the destination as more important than the distance traveled by their attendees.

Meeting Planners’ Site Selection Criteria

Note: Sorted in descending order by conventions.
Source: 2006 Meetings Market Report.
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Although the criteria meeting planners use to select a facility varies by type of
events, the number, size and quality of meeting rooms is important to all groups

In addition to selection criteria related to a destination, Meetings & Conventions also asked meeting planners about the facility
attributes they consider most important when selecting an event site. The number, size and quality of meeting rooms was
deemed most important for conventions and corporate meetings while cost of the food, beverage and facility was cited as most
important for association meetings. The number, size and quality of sleeping rooms was also very important to convention and
corporate meeting planners in selecting a facility but not as critical for association meeting planners. The OCCC’s ability to
accommodate meeting planners’ needs in these areas will be important to its future marketability.

Note: Sorted in descending order by conventions.
Source: 2006 Meetings Market Report.
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In the past, the demand for technological capabilities primarily came from
technology-related events but now the demand for a networking infrastructure is

required by groups of all industries and sizes

In general, a relatively small percentage of association
meeting planners who were surveyed used video
conferencing and webcasting. Approximately 32% of
corporate meeting planners indicated that they used video
conferencing or webcasting. When asked if webcasting
replaced any other types of meetings, 60% of corporate
meeting planners replied “yes” compared to 40% of
association meeting planners. The majority of both
association and corporate meetings offer attendees the
opportunity to register online.

Meeting Planners’ Use of Technology

Source: 2006 Meetings Market Report.
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As the technologies of wireless data, Internet and phone services become more widely used, they are naturally
integrated into the events themselves. Therefore, facilities that offer these high-tech services typically have a
competitive advantage. In order to stay competitive, convention and meeting facilities are now offering a wide
array of technological services including high-speed wireless data and Internet networks, Gigabit Ethernet, high-
speed WAN, LAN connectivity, Fiber Optics Network, wireless phone service, video teleconferencing, voice-over
IP, interactive kiosks, web-casting as well as satellite downlink and uplink capabilities. Increasingly, meeting
planners are faced with tighter budgets and are therefore seeking facilities that offer the best rates and financial
incentives. With the increased use and reliance of the Internet, meeting planners go on-line to make rate and
space comparisons among facilities.
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Overview of the Ocean City market

An expanded OCCC would likely continue to accommodate a diverse set of event activity including State
associations, consumer shows, meetings, banquets, sports/entertainment events as well as local events such as
graduations. The majority of attendees will likely continue to originate from Maryland and surrounding areas such
as Delaware, Pennsylvania, Washington D.C. and Virginia. As such, it is useful to analyze select demographic
characteristics in order to gain an understanding of the market’s competitive position and potential local demand
generators.

Ocean City is a unique destination in terms of attracting out-of-town attendees to the OCCC. A variety of factors
provide the community with a competitive advantage compared to other destinations. These include, but are not
limited to, the following:

• Beach destination

• Boardwalk

• Family friendly environment; variety of attractions

• Affordability

• Ability to capitalize on larger travel party size and extend length of stay

• Significant hotel supply and condominium potential as group business housing

• Good alternative to other facilities for State association business

• Accessibility to a number of State and regional associations located in a highly populated area of the country
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Ocean City’s ability as a destination to meet the needs of
event planners is important to its future marketability

When choosing a location, meeting planners and event producers typically view several characteristics of
a destination as important to the success of their event. Key attributes may include accessibility via air
and/or highway; hotel room supply; the availability, type and configuration of the exhibit, meeting and
ballroom space offered in the market; area attractions and/or the number of restaurant/retail/
entertainment establishments proximate to the event site.

The importance that meeting planners and event producers place on these factors differs depending on
the type of event. For instance, local events such as the Craft Show may place more importance on the
accessibility of the venue to both exhibitors and attendees from the surrounding communities. A growing
trend for both professional and trade associations is the number and quality of meeting rooms offered at
the facility as well as the number of convention quality hotel rooms proximate to the facility which allows
the attendees to move freely between meetings and can decrease the cost of hosting the event if a
shuttle service is not required.

This section of the report provides an overview of select market characteristics.
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Worcester County is projected to continue to experience
moderate population growth

Ocean City is in Worcester County which is part of
the Lower Eastern Shore Region.

Worcester County comprises 25% of the population
in the Lower Eastern Shore Region. Its anticipated
growth rate is consistent with that for both the
Lower Eastern Shore Region and the State.

Worcester County has the highest median
household income among the four counties in the
Lower Eastern Shore.

Source: Maryland Department of Planning.

Median Median Household

Age Income

Geographic Area 2000 2005 2010 2015 2020 2000 2006

Dorcheter County 30,674 31,250 33,000 34,975 36,475 40.7 $42,500

Somerset County 24,747 25,700 27,150 28,100 28,750 36.5 $35,250

Wicomico County 84,644 89,800 95,150 100,650 106,450 35.8 $47,350

Worcester County 46,543 48,650 51,800 55,000 57,850 43.0 $53,100

Lower Eastern Shore Region 186,608 195,400 207,100 218,725 229,525

State of Maryland 5,296,486 5,589,800 5,897,600 6,176,075 6,386,225 $65,144

Population

Historical Projected
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Private sector jobs comprise approximately 86% of the
employment in Worcester County

Distribution of Lower Eastern Shore Region Employment By Industry

Note: Sorted in descending order by private sector employment in Worcester County.

Source: Maryland Department of Planning.

The employment sector is a consideration when targeting various events. Based on the above figures, the region
has a relatively diverse employment market. In Worcester County, 36% of total employment and 42% of the
private sector employment is generated in the leisure and hospitality industry.

Industry Dorchester Somerset Wicomico Worcester Total

Federal Government 133 69 332 203 737

State Government 790 1,980 2,238 332 5,340

Local Government 1,331 885 3,965 3,037 9,218

Private Sector 9,529 4,287 40,174 21,450 75,440

Leisure and hospitality 1,333 463 4,293 9,058 15,147

Trade, transportation and utilities 1,856 1,319 10,090 4,153 17,418

Construction 621 319 3,346 2,128 6,414

Education/health services 1,284 861 7,354 1,872 11,371

Financial activities 402 242 2,053 1,296 3,993

Professional/business services 416 201 4,828 1,011 6,456

Manufacturing 2,849 397 4,559 964 8,769

Other services 336 94 2,382 708 3,520

Nat'l resources and mining 333 373 439 135 1,280

Information 99 18 830 125 1,072

Total 11,783 7,221 46,709 25,022 90,735

Percent of Total 13% 8% 51% 28% 100%

County
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Although geographically proximate to several major markets,
Ocean City does not have good interstate accessibility

Accessibility via highway and air can be important
factors for certain events. For instance, highway
access can be considered an important factor in
terms of attracting State associations, regional
sports tournaments, youth rallies and religious
events. Air access is typically more important in
terms of attracting national group business.

Ocean City is located along the eastern shore of
Maryland bordered by the Atlantic Ocean to the
east, Delaware to the north and Virginia to the
south. It is not immediately accessible via an
interstate. As such, access for drive-in attendees
can be a competitive disadvantage for some event
types drawing from a broader region or nation.

However, the OCCC has been successful at
attracting State and regional group business from
surrounding states that have a significant
population and are home to a variety of
association headquarters. Specifically, Baltimore,
D.C., Delaware and Philadelphia are within 150
miles. As such, a natural target market for the
OCCC would include events from this region
which is consistent with the facility’s historical
utilization.
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Ocean City is serviced by a municipal and regional airport
with three international airports within 150 miles

The Salisbury - Ocean City- Wicomico
Regional Airport, located within 30 miles of
Ocean City, is the only airport on Delmarva
that offers express, non-stop service to
Charlotte Douglas International Airport and
Philadelphia International Airport.

The Regional Airport is convenient to all
Eastern Shore destinations including Ocean
City and Fenwick Island, MD (30 minutes);
Easton - St. Michaels, MD (45 minutes);
Rehoboth, Assateague Island Seashore, VA
(35 minutes); Dewey and Bethany Beaches,
Dover, DE (60 Minutes).

The Ocean City Municipal Airport can also
accommodate small corporate jets.

Although Ocean City is primarily a drive-in
market, having access to municipal and
regional airports as well as three international
airports can be beneficial for certain groups,
particularly those who have executives only
attending for a limited portion of the event.

Year

Passenger

Enplanements

Percentage

Change Year

Passenger

Enplanements

Percentage

Change

2002 55,128 2002 9,367,499

2003 43,163 -21.7% 2003 9,768,040 4.3%

2004 60,549 40.3% 2004 10,103,563 3.4%

2005 64,564 6.6% 2005 9,829,432 -2.7%

2006 62,256 -3.6% 2006 10,297,607 4.8%

Average 57,000 Average 9,873,000

5-Year Change 13% 5-Year Change 10%

Year

Passenger

Enplanements

Percentage

Change Year

Passenger

Enplanements

Percentage

Change

2002 6,172,065 2002 11,954,469

2003 6,813,148 10.4% 2003 11,870,928 -0.7%

2004 7,661,532 12.5% 2004 13,824,332 16.5%

2005 8,623,907 12.6% 2005 15,376,569 11.2%

2006 8,973,410 4.1% 2006 15,390,848 0.1%

Average 7,649,000 Average 13,683,000

5-Year Change 45% 5-Year Change 29%

Source: Federal Aviation Administration

Salisbury-Ocean City-Wicomico Regional Airport Baltimore -Washington International Airport

Philadelphia International AirportRonald Reagan Washington National Airport

Enplanements are defined by the Federal Aviation Administration
(FAA) as domestic, territorial and international revenue passengers
who board an aircraft in scheduled and non-scheduled service of
aircraft.
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Ocean City currently offers more than 10,000 hotel rooms in
a variety of properties

While OCCC business benefits the entire hotel community by generating
room nights at properties closest to the center and pushing other transient
or corporate business to other accommodations. Based on association
and sporting event producer surveys, Ocean City’s hotel supply is
consistent with their needs, offering a variety of price points and significant
supply.

The table to the right lists Ocean City hotels that offer meeting and/or
banquet space. These hotels support events at the OCCC by offering
alternative venues for meetings, banquets or special events.

In addition, Ocean City offers 25,000 condominium units for rent which
offers a unique housing option for some event types. Surveys with some
youth sporting event organizers, for instance, indicated that the availability
of condominiums in Ocean City would positively impact their decision to
host an event at the OCCC. This is likely attributable to the fact that many
of these groups house multiple people to each room and also have a larger
travel party size than corporate or convention oriented events. Further,
sporting event organizers also indicated that attendees coming to Ocean
City were likely to extend their stay by an average of two days beyond the
event length.

The significant supply of condominiums also increases the overnight
accommodation supply which may help to keep the market affordable
particularly during non-summer months which is consistent with the typical
event seasons for convention and tradeshow activity.

Property Guest Rooms

Carousel Resort Hotel & Condominium 343

Princess Royale Hotel 335

Clarion Resort Fontainebleau Hotel 323

Grand Hotel 251

Castle in the Sand Hotel 228

Hilton Suites Oceanfront 225

Holiday Inn Oceanfront Hotel 216

Holiday Inn Hotel & Suites 210

Comfort Inn Gold Coast 201

Fenwick Inn 201

Princess Bayside Hotel 194

Quality Inn Boardwalk 179

Days Inn Oceanfront 176

Dunes Manor Hotel 170

Best Western Flagship 96

Sea Bay Hotel 92

Howard Johnson Oceanfront Plaza 90

Paradise Plaza 88

Cayman Suites Hotel 57

Total 3,675

Source: Ocean City CVB

Hotels in Ocean City with Meeting/Banquet Space
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Room tax collections in Ocean City were
approximately $10.3 million in 2007

Hotel rooms in Ocean City are subject to a 4.5% room tax. The funds collected from this tax are allotted to the
TOC’s general fund of which a portion is dedicated to the TOC’s tourism advertising efforts. As shown in the
following table, tax collections have grown by 64% since 1999. The OCCC’s operation contributes to this figure by
attracting over 400,000 attendee days to its events.
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Area hoteliers indicated they would be willing to block more rooms for
an expanded OCCC

Representatives at hotels in Ocean City were surveyed in order to gain an understanding of their operations and commitment
to the proposed renovation/expansion project. A total of 52 surveys were sent to area properties with 15 responding,
representing a 29% response rate. The following summarizes results of the survey effort:

• Average occupancy was 55% and average daily room rate (ADR) was approximately $153 at hotels responding to the
survey.

• Peak months reporting by responding hotels were July, August, June and September, respectively.

• Participating hotels report that their room demand is, on average, is more heavily weighted towards transient (62%)
with group (19%) and corporate (3%) following. The balance was reported as being “other” business which includes
government business.

• Two properties indicated they have plans to expand and/or renovate.

• In general, many respondents supported expanding the OCCC if it brought new business and if lost business reports
indicated a need for more space. Several hoteliers did not feel that the OCCC needed to be expanded. Several
commented that parking needs to be addressed.

• Most hotels responding did not indicate that they currently block rooms for OCCC business. However, five properties
indicated they would increase their blocks should the OCCC be expanded.

• The Ocean City hotel market is unique in terms of many other convention destinations in regards to the fact that many
of its hotels are closed for a portion of the year. As such, those properties focus primarily on leisure business with
limited understanding of the potential for spillover occupancy generated by larger events held at the OCCC. This is not
an uncommon theme among other primarily leisure-oriented markets. It is likely that this mindset could be improved
with on-going education and training of the OCCC’s and CVB’s value to the overall hospitality community.
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Ocean City offers its visitors diverse attractions

When attendees are not at event-related functions, the available entertainment options are another factor
event planners consider when selecting a destination for their event. In addition, event attendees
consider attractions when deciding whether to bring the family and/or friends along to their event as well
as in determining their length of stay. Ocean City’s variety of attractions, which include the following,
make it very attractive in terms of extending visitors’ length of stay, according to survey responses:

• 10 miles of beach

• Boardwalk

• Water sports

• Deep-sea fishing

• Eco- and family-oriented cruises

• Amusement/water parks

• Frontier Town Western Park

• Miniature golf

Other activities available in the surrounding area include: canoeing, golf, hiking, camping, nature
observing at two state parks, surfing and shopping.
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Ocean City is one of the State’s most popular destinations
for tourism

According to the Travel Industry Association, visitors (including leisure and group business travelers) to
Worcester County generated $1.3 billion in total spending during 2006. Based on the Maryland Tourism
Development Board annual report for FY 2007, Ocean City was among the top two destinations in the State of
Maryland attracting approximately 3.8 million person trips or nearly 57% of Eastern Shore visitors. Ocean
City’s average travel party size was 2.8 with length of stay averaging 3.2 days. Estimated trip expenditure per
household was reported to be nearly $700.

In order to understand the types of visitors coming to the community, the TOC conducted a survey of visitors in
person during 2005 with over 2,900 responding. In addition, MGH (a full-service marketing communications
firm specializing in advertising, public relations, media planning/buying, creative design and production)
conducted a visitor survey in 2007 with respondents answering via the internet. Over 2,200 responses were
received. Key findings based on both survey efforts indicate that:

• A significant portion of visitors come to Ocean City annually

• High costs were the number one reason for a disappointing visit which may be skewed by the type of
respondents who were primarily leisure-oriented travelers

• Traffic problems were also listed a cause of dissatisfaction with the destination

• The majority of respondents indicated they spend three to five hours traveling to Ocean City

 Majority of respondents were from Pennsylvania and Maryland

• The majority of respondents indicated they travel in groups of three or more and stay two to four nights

• Hotels were the primary choice for lodging followed by rented condominiums
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An expanded OCCC would continue to operate in an environment that
would allow it to further penetrate particular niche markets given its

destination attributes

In order to gain an understanding of the competitive market within which an expanded OCCC would operate, this section of the
report profiles various hotel and convention/civic facilities in the State that offer exhibit, meeting and/or ballroom space.
Currently, meeting hotels accommodate a significant portion of existing convention and meeting business in the
Maryland/Washington D.C. Metro area. Groups choose to host their activity at hotels for various reasons which may include
the ability to have meeting facilities and guest rooms in the same facility; the overall quality of facilities and service as well as
the amenities offered (e.g., golf, tennis, beach, etc.).

In addition, hotels with meeting and ballroom space can have a competitive advantage over stand alone convention centers
because they control all major components of an event (i.e., meet, eat and sleep) under one roof. Since the hotel is the primary
beneficiary of all revenue streams, it can negotiate packages as it sees fit in any or all areas to attract business. For instance,
a hotel can offer meeting and/or exhibit space for free or at a deeply discounted rate because it would still receive revenue
from the rooms and food service which is often more profitable. Some privately operated hotels even offer entertainment (i.e.,
a headliner act for a banquet) as part of their overall package to a meeting planner. Representatives at the OCCC as well as
existing and potential user groups indicated that hotel facilities in the metro D.C. area would not directly compete with OCCC
on a regular basis. Events that choose to meet in hotels in D.C. are not likely to consider Ocean City as a destination for their
event due to its distance from their core membership base.

In addition to nearby hotels, there are numerous convention/civic centers in the State that offer exhibit, meeting and ballroom
space. Based on input from representatives at OCCC and various existing and potential user groups, the extent to which
convention/civic centers in the State would potentially compete with an expanded OCCC depends on a variety of factors
including, but not limited to, the amount and type of space offered, market focus, and destination attributes (e.g., attractions,
hotel room supply, accessibility, affordability).

Consequently, for purposes of this analysis, only select hotel properties in Eastern Maryland that offer convention/meeting
space and select convention/civic centers in the State/D.C. are profiled in this section. Convention centers located in similar
destinations, offering similar programming and/or hosting similar event activity as the OCCC are profiled in the following
section.
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Several hotels in Eastern Maryland offer a minimum of 10,000 SF of total function space. On average, these
profiled hotels offer an average of approximately 20,200 SF of meeting/ballroom space, approximately 12,400
SF of which is dedicated ballroom space. The maximum banquet seating capacity at these facilities ranges
from 290 to 850. In addition, these hotels offer an average of 350 on-site sleeping rooms. The amount and
type of function space combined with on-site hotel rooms and various resort-type amenities such as the beach,
golf and tennis make these properties particularly attractive for groups that prefer to meet under one roof and
desire high-end function space for their convention/meeting activity.

Attributes at Select Hotels in Eastern Maryland

There are relatively few hotels in Ocean City that offer
significant meeting space

In addition to these properties, there are several meeting hotels in Annapolis offering approximately 10,000 to
15,000 SF of meeting/ballroom space. These include the Loews, Sheraton and Doubletree Hotels. These
properties are also attractive to groups wishing to contain their events in one venue. The State capitol is also
a draw for some State association and corporate business.

Facility Location

Total

Function

Space SF

Total

Ballroom

SF

Largest

Banquet

Capacity

Total

Meeting

Room SF

Meeting

Rooms

Sleeping

Rooms

Clarion Resort Fontainebleu Hotel Ocean City 24,300 14,400 690 9,900 13 323

Hyatt Regency Chesapeake Bay Cambridge 24,000 16,100 850 7,900 13 400

Princess Royale Hotel Ocean City 20,100 18,900 430 1,200 1 335

Carousel Resort Hotel & Condominiums Ocean City 12,500 - 290 12,500 20 343

Average (excluding OCCC) 20,200 12,400 570 7,900 12 350

Note: Profiled hotels are located in the Maryland Eastern Shore and offer a minimum of 10,000 SF of meeting/ballroom space.

Sources: Individual hotel properties.
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In addition to Eastern shore hotels, Maryland and Washington D.C. offer several dedicated convention
facilities and many larger meeting hotels for group business.

The Baltimore Convention Center offers 300,000 SF of exhibit space, a 37,000 SF ballroom and 50 meeting
rooms. Given this space, its location near a major airport and citywide hotel supply, this facility not only hosts
State association business but also larger regional and national conventions. To further improve the facility’s
competitiveness, a new Hilton Baltimore is scheduled to open this Fall adjacent to the convention center. The
hotel will offer 757 guest rooms, two ballrooms totaling nearly 40,000 SF as well as nine meeting rooms.
Other Baltimore hotels offering meeting space include the Marriott Waterfront, Hyatt Regency,
InterContinental Harbor Court, Sheraton City Center and Sheraton Inner Harbor.

The new Gaylord National Resort and Convention Center in Prince George’s County opened in April 2008. It
will offer 470,000 SF of exhibit, ballroom and meeting space with 2,000 on-site guest rooms. Other amenities
include a spa and fitness center as well as restaurants and a lounge. Gaylord Hotels has developed similar
convention facilities in the Dallas area, Nashville and Orlando with the intention of marketing to group
business for multiple year contracts, routing annual events through their facilities for several consecutive
years. Their centralized marketing and administrative offices, accessible locations, on-site guest rooms and
upscale amenities have made them competitive in the group business arena. While their market focus is on
routing multi-year national events, individual properties will seek local, State and regional business to
maintain profitability.

The State and immediate region provide a variety of
convention/meeting facilities
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Other Maryland Counties close to the D.C. Metropolitan area also offer hotels with significant meeting space
including the Bethesda North Marriott & Conference Center in Montgomery County that has 220 guest rooms
and approximately 35,500 SF of meeting/ballroom space. According to management, it hosted 16
conventions/tradeshows with a total attendance of approximately 10,700 during 2007. This and other
convention quality properties in this area have an advantage of being proximate to the large business and
population base surrounding D.C. and as a result, are popular for corporate events, social functions as well as
smaller association business.

The Walter E. Washington Convention Center in D.C. offers 700,000 SF of exhibit space, a 52,000 SF
ballroom and 42 meeting rooms. This center was envisioned to accommodate primarily national
conventions/tradeshows; however, the facility’s lack of proximate hotel rooms and the high room rate relative
to competitive destinations has required the facility to expand its market to include State association business
from Maryland and Virginia. Washington D.C. also offers numerous hotels with function space that cater to a
variety of group business.

The convention/meeting market is competitive in the Maryland/D.C. area and the introduction of the new
Gaylord National Resort and Convention Center will provide yet another venue for meeting planners making
the market more competitive for certain types of group business, particularly those that wish to hold all of their
events in one facility.

The State and immediate region provide a variety of
convention/meeting facilities (cont’d)
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Building programs, destination attributes, and utilization at
comparable facilities provide a frame of reference when exploring the

merits of adding space at the OCCC

As part of the market analysis for expanded space at OCCC, analyzing information from comparable facilities is
beneficial. Profiled facilities were chosen because they are located in markets with similar attributes/amenities to
Ocean City, they offer similar amounts of exhibit, meeting and/or ballroom space as that anticipated for an
expanded OCCC and/or they were mentioned as comparable by OCCC management.

This information was gathered from a sample of existing facilities along the East coast. An analysis of comparable
venues provides a basis of information from which the MSA can draw conclusions regarding the potential
expansion of OCCC as well as those community attributes necessary to impact its success.

Comparable Convention Center Attributes

Facility City

Total

Exhibition

SF

Total

Ballroom

SF

Total

Meeting

Room SF Total SF

Divisible

Breakout

Rooms

Mtg/BR to

Exhibit

Ratio

HQ

Hotel

Sleeping

Rooms

Virginia Beach Convention Center Virginia Beach, VA 150,000 31,000 24,500 205,500 22 37% Y 292

Hampton Roads Convention Center Hampton, VA 102,600 27,900 27,300 157,800 23 54% Y 295

Myrtle Beach Convention Center Myrtle Beach, SC 100,800 17,000 14,300 132,100 17 31% Y 402

North Charleston Convention Center North Charleston, SC 79,000 25,000 12,700 116,700 14 48% Y 255

Prime F. Osborne Convention Center Jacksonville, FL 78,500 10,100 29,900 118,500 23 51% N n/a

Wildwoods Convention Center Wildwood, NJ 73,200 11,700 10,900 95,800 10 31% N n/a

Ocean City Convention Center Ocean City, MD 63,400 29,100 38,000 130,500 24 106% N n/a

Average (excluding OCCC) 97,400 20,500 19,900 137,700 18 42% 310

Note: Sorted in descending order by total exhibition space.

n/a denotes not applicable.

Sources: Individual Facilities; Individual CVBs.

Building Attributes Hotel Supply
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While the OCCC offers a similar amount of total function space as
profiled comparables, it offers significantly less exhibit space

• Profiled facilities average approximately 97,400 SF of exhibit space and 40,400 SF of meeting and
ballroom space.

• These centers average a ratio of meeting/ballroom space to exhibit space of approximately 42%.

• All of the profiled facilities offer dedicated ballroom space which averages approximately 20,500 SF.

• On average, the comparable facilities offer 18 divisible breakout rooms which allows for increased flexibility
in hosting simultaneous events.

• Four of the six profiled facilities offer a headquarters hotel attached or immediately adjacent to the facility.
On average, the headquarters hotel offers approximately 310 rooms.

• North Charleston Convention Center is part of a larger complex that includes the adjacent 2,300-seat
Performing Arts Auditorium. None of the other profiled centers offer a fixed-seating component.

Relative to the comparable set, OCCC offers a similar amount of total function space. However, the OCCC
has 35% less exhibit space and nearly twice the amount of meeting space as the average of the profiled set.

Although Ocean City does not offer a headquarters hotel property attached or immediately adjacent, the City’s
significant overall hotel supply, availability of condominiums for rent, affordability and shuttle service allow the
facility to overcome what could be a drawback for other destinations.
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Ocean City ranks lowest in terms of proximity to a major airport but
has a lower total tax on hotel rooms giving it a competitive advantage

for group business requiring overnight stays

Accessibility and affordability are important criteria to
meeting and event planners interested in bringing
group business that draws attendees from outside
the local community. As mentioned previously,
Ocean City’s distance to a major airport would seem
to be a hindrance in terms of attracting
regional/national business; however, historical
utilization and surveys of potential users summarized
later in this report suggest the facility and destination
are able to overcome this market challenge. This
may be due, in part, to its proximity to a large
population base and numerous associations
headquartered within driving distance.

In most destinations, including Ocean City, overnight
stays are taxed to generate funding for both State
and local governments. As shown in the table to the
right, Ocean City ranks favorably in terms of this
criteria which is important to meeting and event
planners, particular cost-conscious groups. Several
profiled comparable destinations charge from 2.0 to
5.5 percentage points more than Ocean City on hotel
rooms giving the OCCC a competitive advantage in
terms of affordability.

Destination

Miles to

Nearest Major

Airport

North Charleston, SC 2

Myrtle Beach, SC 5

Jacksonville, FL 15

Virginia Beach, VA 20

Hampton, VA 20

Wildwood, NJ 90

Ocean City, MD 130

Destination

Sales

Tax Hotel Tax

Total Tax

on Rooms

Jacksonville, FL 7.0% 9.0% 16.0%

Wildwood, NJ 9.0% 5.0% 14.0%

Virginia Beach, VA* 5.0% 8.0% 13.0%

Hampton, VA 5.0% 8.0% 13.0%

North Charleston, SC 6.5% 6.0% 12.5%

Myrtle Beach, SC 6.0% 5.0% 11.0%

Ocean City, MD 6.0% 4.5% 10.5%

Note:

*Virginia Beach also charges $1.00 per night lodging fee on overnight stays.
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A comparison of utilization data for profiled comparable centers suggests the
OCCC is hosting a greater number of conventions/tradeshows and is also

generating a relatively high number of attendee days

When making comparisons of utilization, it is
important to recognize that facilities account
differently for event activity, particularly for
meeting activity. For instance, one facility may
count a regular monthly meeting (e.g., rotary club)
as one event and 12 event days while another
facility may count this activity as 12 events. In
addition, facilities do not always clearly distinguish
between attendance and attendee days.

Although OCCC hosts less events than the
average of the profiled set, total attendee days
are comparable. However, the OCCC hosted
more conventions and tradeshows (37 during FY
2007) than the average of profiled facilities (32).
Profiled comparable centers held a greater
number of competitive sporting events; however,
with an average of 14 annually compared to five
hosted at the OCCC during FY 2007.

Notes: Sorted in descending order by total attendee days.
Total events were not available for Facility 2.
Although facility management at several facilities requested that this information remain
confidential, data represents profiled comparable facilities previously discussed.

Source: Individual facilities.
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Understanding historical utilization at the OCCC is one factor
in assessing the potential need for expansion
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Event activity at the OCCC has remained fairly stable over
the last three fiscal years

Over the last three fiscal years, conventions/tradeshows have
consistently attracted the greatest number of attendee days.
Attendee days are defined as total attendance multiplied by
the event length. For example, a three-day convention with
400 delegates equates to 1,200 attendee days. This is to
reflect that the same delegates return to the event each of the
three days.

Consumer shows which typically attract local residents, can
be beneficial in terms of occupying a building during non-peak
seasons for other events generating overnight stays. These
events also serve the local community by bringing many
dealers/providers of a particular product or service to one
location for buyers’ convenience.

Events/competitions represent events such as sporting
events, concerts, festivals, graduations and other assembly
events. While this category represents the fewest events
each of the last three fiscal years, average attendees per
event day are among the highest. This event type is also
likely to attract family and/or friends who join the competitor
as part of the overnight visitors. In addition, sporting
competitions are also likely to have attendees who extend
their stay to enjoy the host destination’s amenities.
Event/competition attendance was positively impacted by the
American Cheerleading Academy which began to host two
competitions in FY 2007 as opposed to one in prior years.

Event Type Events

Event

Days

Event

Length

Total

Attendee

Days

Average

Attendees

/Event Day

Conventions/Tradeshows 36 97 2.7 179,434 1,850

Consumer Shows 47 101 2.1 170,146 1,685

Events/Competition 11 31 2.8 48,958 1,579

Meetings 33 47 1.4 18,715 398

Total 127 276 417,253

Event Type Events

Event

Days

Event

Length

Total

Attendee

Days

Average

Attendees

/Event Day

Conventions/Tradeshows 40 113 2.8 205,614 1,820

Consumer Shows 39 77 2.0 163,822 2,128

Events/Competition 7 21 3.0 32,600 1,552

Meetings 28 38 1.4 6,485 171

Total 114 249 408,521

Event Type Events

Event

Days

Event

Length

Total

Attendee

Days

Average

Attendees

/Event Day

Conventions/Tradeshows 37 105 2.8 227,340 2,165

Consumer Shows 41 86 2.1 151,456 1,761

Events/Competition 5 18 3.6 51,550 2,864

Meetings 27 48 1.8 4,400 92

Total 110 257 434,746

Event Type Events

Event

Days

Event

Length

Total

Attendee

Days

Average

Attendees

/Event Day

Conventions/Tradeshows 38 105 2.8 204,129 1,944

Consumer Shows 42 88 2.1 161,808 1,839

Events/Competition 8 23 3.0 44,369 1,902

Meetings 29 44 1.5 9,867 223

Total 117 261 420,173

Three Year Average

Fiscal Year 2005

Fiscal Year 2006

Fiscal Year 2007
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Consumer shows and convention/tradeshows have accounted
for the largest number of events over the last three fiscal years
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On average, over the last three fiscal years 52% of conventions/tradeshows have been national and regional in
scope which attract attendees from outside the State of Maryland.
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As with attendance, convention/tradeshows and consumer
shows account for the most event days
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Conventions/tradeshows have increased in attendee days each of the
last two fiscal years while consumer shows have decreased in this

category
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Average attendance per event day at conventions/
tradeshows increased in FY 2007 to greater than 2,100
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Number of events held at the OCCC has consistently peaked
in the Spring and Fall over the last three fiscal years
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A higher number of conventions/tradeshows, consumer shows and meetings were hosted in FY 2006 relative to FY
2005 and FY 2007. This is common among other convention centers where events may choose to meet in certain
destinations during odd or even years. The monthly seasonality at the OCCC is consistent with overall industry
trends for conventions and tradeshows.
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Attendee days have historically peaked during the Spring and Fall
which helps to bring visitors to Ocean City during its shoulder seasons
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On average, events held at the OCCC have used a high percentage of
the exhibit and ballroom space over the last three fiscal years

On average, conventions, tradeshows
and events/competitions use 71% to
80% of the exhibit space and 85% to
100% of the ballroom space currently
offered at the OCCC. This is consistent
with all event types as well. The fact
that the average event requires three-
quarters or more of the exhibit/ ballroom
space indicates it is often not possible
for the facility, in its current
configuration, to host simultaneous
events.

Over the last three fiscal years, the
average convention has utilized 41% of
the meeting space offered at the
OCCC. However, public shows,
meetings and events/competitions
utilize a small percentage of the
meeting space. This is consistent with
the fact that, relative to comparable
centers, the OCCC offers a significant
amount of meeting space.

Conventions FY 2005 FY 2006 FY 2007 Average Existing SF

Average % of

Space Used

Exhibit SF 51,091 45,297 46,513 47,600 63,410 75%

Ballroom SF 18,862 18,792 19,292 19,000 21,924 87%

Meeting SF 15,220 15,988 15,312 15,500 38,021 41%

Total 85,173 80,077 81,117 82,100 123,355 67%

Tradeshows FY 2005 FY 2006 FY 2007 Average Existing SF

Average % of

Space Used

Exhibit SF 49,311 52,842 47,558 49,900 63,410 79%

Ballroom SF 21,924 21,924 21,924 21,900 21,924 100%

Meeting SF 6,946 6,687 13,622 9,100 38,021 24%

Total 78,181 81,453 83,104 80,900 123,355 66%

Events/Competitions FY 2005 FY 2006 FY 2007 Average Existing SF

Average % of

Space Used

Exhibit SF 43,647 50,412 40,690 44,900 63,410 71%

Ballroom SF 18,816 18,027 18,992 18,600 21,924 85%

Meeting SF 7,890 4,706 5,034 5,900 38,021 16%

Total 70,353 73,145 64,716 69,400
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82% of conventions/tradeshows and events/competitions have
used two or three exhibit halls over the last three fiscal years

The majority of all OCCC events using exhibit space have required the use of two or three halls. Of all hall
combinations, the most common over the last three fiscal years has been Halls A and B or Halls A, B and C.
Conventions, tradeshows, public shows and events/competitions have generally required all of the available prime
exhibit space at the existing OCCC. In order to further penetrate these market niches particular during the
destination’s off-season, it will be necessary for the facility to offer additional prime exhibit space.
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Of the conventions, tradeshows and events/competitions requiring one exhibit hall, approximately 70% are using Hall
A or Hall B. This could be contributing to the loss of these event types due to date availability if they require two
column-free halls but only one is available during their preferred date window.
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Nearly 75% of all events requiring ballroom space have
utilized the entire ballroom over the last three fiscal years

While it may appear that the facility hosts large banquets and/or general session functions, discussions with
management indicate that events use the ballroom for other purposes. For instance, some tradeshows use the
ballroom for additional, column-free exhibit space. Events/competitions also use the ballroom as practice space
which could be accommodated in a column-free exhibit hall if it were available.

The use of the ballroom by tradeshows and competitions for traditional exhibit hall uses limits availability of the
ballroom for traditional food functions, general sessions or special events.
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The Sunset Pavilion hosts additional
food/beverage functions

The OCCC also operates the Sunset Pavilion which is located adjacent to the parking lot. This room seats a
maximum of 220 and offers limited amenities or high-end finishes. It is typically used for banquet functions such
as wedding receptions and is occasionally used for a food function or special event for conventions. While the
venue is proximate to the OCCC and offers views of the Bay, its use is limited by the fact that it does not offer
central heating and air conditioning. According to OCCC management, the Sunset Pavilion is only available for
rent six months out of the year.

The Sunset Pavilion hosted 21 dedicated food/beverage functions and special events in FY 2007 for other users
of the OCCC.

Dedicated food and beverage functions that are not associated with a convention, conference or other event can
be financially profitable for a convention center. The fact that the ballroom is often used by events as exhibit
space and the Sunset Pavilion’s limited amenities hinders the OCCC’s ability to maximize this event type.
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Overview of the user input process

Interviews and/or surveys were conducted in person, online or by telephone with existing and potential users
of the OCCC, including meeting planners representing State, regional, and national associations, as well as
sporting event producers in an effort to understand how the existing facility and supporting infrastructure of
the Ocean City market are positioned to meet their long-term needs. Survey participants were identified
from several sources including facility event calendars, the State & Regional Associations publication, and
OCCC management. Approximately 40 meeting planners and event producers responded to the survey
effort.

The primary objectives of the survey effort were to:

• Identify selection criteria used by meeting planners, organizations, and/or event producers when
choosing a destination and how, in general, Ocean City meets these objectives

• Ascertain the adequacy of existing facilities in the market to meet their needs

• Identify facility requirements that would be necessary to service their anticipated long-term growth
expectations

• Assess the likelihood of them choosing an expanded OCCC for their event

It is important to obtain input from meeting planners/event organizers on their anticipated long-term needs
rather than just their current short-term needs because these types of projects can take several years to
develop from conception to construction. The pages that follow summarize the results of the survey effort
including facility-specific and destination-related requirements.
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Analysis of survey responses – meeting planners

• Approximately 77% of survey respondents had previously met in Ocean City

• Of the respondents that had met in Ocean City, approximately 74% had met at the OCCC followed by the
Clarion Resort Fontainebleau Hotel (52%), Princess Royale Hotel (48%) and the Carousel Resort Hotel and
Condominium (39%), respectively

• Survey respondents had recently hosted their events at a variety of facilities including the Baltimore
Convention Center, the Rocky Gap Lodge and Golf Resort and various hotels throughout the State and
region

• Approximately 80% of survey respondents indicated
interest in hosting events at an expanded OCCC
compared to 69% without expansion

• 55% of survey respondents who expressed an
interest in meeting in Ocean City represented State
associations followed by those that were regional/ multi-state
(40%) and national/international (5%) in scope

• 68% of groups held their convention once a year

• 88% of the groups held their conventions in the
same location each year and 12% rotate

Likelihood of Hosting Event at the OCCC
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Analysis of survey responses – meeting planners (cont’d)

• Survey respondents indicated that May, June,
September, October and November were the most
popular months for holding their conventions

• Groups indicating an interest in meeting at the OCCC
cited Ocean City’s strengths as location/ accessibility,
hotel supply/location, family friendly, price/value,
proximity to beach and attractions, respectively

• Reasons respondents cited for not selecting Ocean
City included the size/type of facility, distance from
major airport, hotel location which may require
shuttling, respectively

• Meeting planners indicated that approximately 83%
of delegates would stay overnight rather commute

• Delegates typically utilize full-service, limited service
and economy hotel properties, respectively

• 33% of survey respondents indicated that the
presence of 25,000 oceanfront and bay view
condominiums would positively impact their decision
to host an event at the OCCC while 67% said this
was not a factor

Month Convention is Typically Held
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Analysis of survey responses – meeting planners (cont’d)

Consider Using Multiple Hotels for Your Event Would Shuttle Service Positively Impact Your Decision

• Approximately 84% of the survey respondents
indicated that they would consider using multiple
hotels to house their delegates which is a positive
attribute for groups wanting to meet in Ocean City
given its distribution of hotels relative to the OCCC

• Approximately 74% of the survey respondents
indicated that the ability to use a municipal shuttle
to/from the OCCC, hotels, restaurants and
entertainment establishments would positively impact
their decision to utilize the facility



70

Analysis of survey responses – meeting planners (cont’d)

Likeliness of Attendees Extending Stay Beyond Event Estimated Length of Stay Beyond the Event

• Meeting planners expressing an interest in hosting their event at the OCCC thought it was very likely (22%)
or somewhat likely (78%) that attendees would extend their stay in Ocean City beyond the length of the
event for one (28%), two (64%) or three (8%) days
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Analysis of survey responses – meeting planners (cont’d)

Ranking of Attributes Important to Attracting Organization
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• Cost/value was ranked
as the most important
attribute for attracting
groups

• Proximity to hotels was
also considered
important although most
survey respondents
indicated that they would
utilize multiple hotels
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Analysis of survey responses – meeting planners (cont’d)

Anticipated Change in Attendance at Event
Over the Next Five Years

Anticipated Change in Space Needs at Event
Over the Next Five Years

• Most survey respondents estimated that attendance at their event would increase or stay the same while only
10% indicated that attendance would decrease in the next five years

• Approximately 60% of meeting planners anticipated that space requirements for their event would remain the
same and 40% estimated that their space needs would increase over the next five years
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Analysis of survey responses – meeting planners (cont’d)

• The average event interested in utilizing an expanded OCCC is similar in size to those conventions/
tradeshows historically held at the facility indicating continued potential demand in this niche

• The average seating capacity required for banquets is 645 people

• The average number of breakout rooms required simultaneously is 8.5 with a maximum of 35

• The average event length was 3.8 which included 2.8 event days and 1.0 move-in/move-out days

• Approximately 65% of survey respondents utilize a theater layout for their largest general session

• Only 35% of survey respondents required an auditorium/theater component

• For events that have a banquet as part of their function, 53% would ideally use the convention center, 27%
would use a hotel and 20% would use either.

• The typical room block required on peak nights is 375

• On average, 83% of attendees stay overnight and the maximum room rate attendees would be willing to
pay in Ocean City averaged $160 from survey respondents

• Several meeting/event planners noted that providing appropriate parking spaces would be important to
address with or without expansion
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Analysis of survey responses – sports groups

In addition to association meeting planners, representatives of competitive youth and amateur sporting events
and tournaments such as basketball, volleyball, cheerleading, wrestling and gymnastics were surveyed.
None of the survey respondents had previously met in Ocean City.

•Approximately 88% of survey respondents indicated interest in hosting events at an expanded OCCC
compared to 44% without expansion, none of which were “Definitely Yes”.
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Analysis of survey responses – sports groups (cont’d)

• Survey respondents indicated that Spring was the most popular season for holding their events

• Groups indicating an interest in meeting at the OCCC cited Ocean City’s strengths as location/accessibility,
proximity to beach, hotel supply/location, and the Boardwalk, respectively

• Of those groups that responded “Not Likely” or “Definitely No” to hosting their event at the OCCC, the primary
reason was the size/type facility

• Approximately 71% of survey respondents represented national/international events and the remaining 29% were
regional (multi-state) events

• Approximately 86% of survey respondents indicated that the maximum distance attendees would drive to participate
in event was at least 250 miles – the remaining 14% would drive between 100 and 250 miles

• 60% require banquet/general session seating as part of their event

• 67% typically host their banquet at a hotel

• 100% of survey respondents anticipate that their attendance will increase over the next five years

• Approximately 40% of sports groups anticipated that space requirements for their event would remain the same and
60% estimated that their space needs would increase over the next five years

• 100% of survey respondents would utilize multiple hotels for their events and their preference for properties was full
service, limited service and economy, respectively

• 60% of survey respondents indicated that the presence of 25,000 oceanfront and bay view condominiums would
positively impact their decision to host an event at the OCCC while 40% said this was not a factor
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Analysis of survey responses – sports groups (cont’d)
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• Sports groups expressing an interest in hosting their event at the OCCC thought it was very likely (33%) or
somewhat likely (67%) that attendees would extend their stay in Ocean City beyond the length of the event
for one (14%), two (71%) or three (14%) days
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Analysis of survey responses – sports groups (cont’d)

Ranking of Attributes Important to Attracting Organization
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• Cost/value and short walk to hotels were ranked as the most important attribute for attracting groups
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Analysis of survey responses – OCCC attendees

Length of StayType of Accommodations

In addition to the surveys with meeting planners and event organizers that were conducted as part of this study
effort, facility management conducted surveys with delegates, exhibitors, and visitors attending events held at the
OCCC in 2007. This section summarizes approximately 5,800 responses received from attendees at 37 events
including 23 conventions/tradeshows, nine public shows and five events/ competitions. Input from these surveys
related to estimated spending during their visit to Ocean City will be utilized in the economic and fiscal impact
analysis.

• 84% of survey respondents indicated that they
stay at least two nights in Ocean City

• Approximately 56% of survey respondents
stayed in hotels
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Analysis of survey responses – OCCC attendees (cont’d)

Average Travel Party Size Number of Times You Will Visit Ocean City

• Approximately 59% of survey respondents were from Maryland followed by Pennsylvania (11%), Delaware
(8%), New Jersey (5%), New York (4%), and Virginia (4%), respectively

• Approximately 41% of survey respondents indicated a travel party size of two and 21% indicated that they
had five people in their travel party

• Approximately 71% of survey respondents who were non-residents indicated that they anticipated visiting
Ocean City multiple times during the year
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Summary of market findings

The research conducted in the market analysis included, but was not limited to, obtaining input from stakeholders
(i.e., the MSA, TOC, local hoteliers, attractions, etc.), providing an overview of the convention and meetings
industry, profiling the Ocean City area, analyzing the competitive market, analyzing historical utilization at OCCC,
information from comparable facilities as well as summarizing input from existing and potential users of an
expanded OCCC (i.e., professional/trade association meeting planners, sporting event organizers). This research
suggests that a moderate expansion and remodeling of the existing OCCC would place the center in a better
position to maintain its existing base of business and increase its penetration in various market segments such as
State and regional association business and regional/national sports tournaments that generate out-of-town
attendees, hotel room nights and incremental new economic impact. In addition, expansion would also allow the
facility to better meet the long-term needs of the community in terms of retaining and attracting consumer shows
and various entertainment events that are typically more financially profitable for a venue.

Research indicates that several of Ocean City’s market characteristics are favorable elements in terms of potentially
attracting a variety of demand generators to an expanded OCCC. These include, but are not limited to, the
following:

• Established leisure/hospitality and group market with many businesses dedicated to the needs of visitors and
providing outlets to capture spending and maximize economic impact

• Significant population base and presence of associations headquartered within surrounding drive-in market
(Maryland, D.C., Pennsylvania, Delaware and Virginia) as evidenced by the fact that half of the OCCC’s
convention/tradeshow business over the past three years is regional or national in scope, drawing attendees
from outside Maryland

• Although Ocean City does not offer a headquarters hotel property attached or immediately adjacent, the City’s
significant overall hotel supply, availability of condominiums for rent, affordability and shuttle service allow the
facility to overcome what could be a draw back for other destinations.
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Summary of market findings (cont’d)

• Ocean City is in a unique location where there are few hotels with meeting space in Eastern Maryland
competing for convention/tradeshow business

• Even though there are hotels in Washington, D.C. and elsewhere in Maryland that compete for convention/
tradeshow business, groups considering hosting their events in Ocean City are among a different market niche

• Supply of attractions, condominiums for rent and reputation as a family-friendly destination which could
positively influence travel party sizes and extend lengths of stay for convention and other group business held
at the OCCC

• Historically, the OCCC has hosted a relatively high number of conventions/tradeshows, many of which are
repetitive users, indicating the facility and community are attractive to a particular niche within the broader
association market
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Summary of market findings (cont’d)

Research also highlights several limitations of Ocean City and the existing OCCC which include, but are not
limited to, the following:

• Lack of proximate major airport and distance to interstate can cause high traffic volume for drive-in attendees
during busier seasons which is a competitive disadvantage relative to other comparable venues that are located
proximate to an interstate and/or major airport

• Some hotels close during part of the year which could present a challenge if a large citywide event(s) attempt to
book during the off-season

• According to user input, the OCCC’s relative facility cost including rental and food/beverage costs can hinder
some cost-conscious groups

• Lacking state-of-the-art technology such as facility-wide wireless capabilities

• Configuration of function space at the existing OCCC makes it difficult to accommodate simultaneous events as
such the most common reason for lost business is date availability

• 70% of events using one exhibit hall book Hall A or Hall B, limiting date availability for groups requiring greater
than 25,000 SF of exhibit space; Exhibit Hall C is not prime exhibit space; its columns limit its marketability for
events that require a clear span

• Interviews with users and input from management indicate that the limited supply of on-site parking is a challenge
for some groups given the facility’s high drive-in attendance; this would be exacerbated by use of the existing
surface parking lot for expansion
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Research of the overall convention and meetings industry suggests that the market is rebounding after a post
September 11, 2001 downfall. Ocean City is located in a region that offers a number of large convention
centers in major cities as well as hotels that offer function space. However, the region offers limited
convention facilities with approximately 100,000 SF of exhibit space for moderately sized events that have
outgrown hotels, desire a more family-friendly environment and/or require affordability. Despite the OCCC’s
relatively limited prime exhibit space and the challenge of a hospitality market that is not year-round, it has
consistently attracted a significant number of events that draw from outside of Maryland. The OCCC’s current
size was cited as its most significant constraint by both meeting planners and sporting event organizers.
Approximately 80% of association meeting planners and 88% of sports event organizers indicated they would
consider hosting their event at an expanded OCCC.

Based on the community’s strengths, the success of the existing OCCC in attracting association business and
user survey responses, it appears that an expansion of the OCCC’s exhibit space would allow it to continue to
host more, simultaneous events as well as attract new regional/national business in a niche that is well-suited
to the market. This niche would likely consist of a greater number of sporting events as well as social,
military, educational, religious and fraternal events which would be consistent with comparable venues.
These types of events typically attract a greater drive-in attendance, are held in family-friendly destinations
and seek affordable options. Research indicates that some of the Ocean City hotel community does not fully
recognize the value of the OCCC’s operation to their individual property. However, this perception could be
improved by increased business at an expanded OCCC particularly during shoulder seasons which would
serve to benefit all lodging, restaurant, retail and entertainment establishments in the area.

The existing OCCC does not compare favorably in terms of the size and configuration of space with other
comparable facilities. Consequently, if OCCC does not expand and reconfigure its space, it is likely that the
facility’s utilization will continue to trend toward more State- and local-based business.

Summary of market findings (cont’d)
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In order to continue to achieve its mission to generate economic impact for the local community and State
of Maryland, expansion of the OCCC would allow it to take advantage of the following opportunities:

• The majority of conventions/tradeshows and events/competitions have required use of a high
percentage of existing exhibit and ballroom space over the last three fiscal years indicating potential to
attract simultaneous events with additional space

• The OCCC has an opportunity to increase events in the Spring which would help to increase visitation to
the community during one of its off-peak seasons.

• Comparable centers are hosting a greater number of events/competitions than the OCCC and surveys of
this event type indicate Ocean City offers destination attributes consistent with their needs (e.g.,
affordable, family-friendly, proximate to a large, drive-in population base)

• The OCCC hosts relatively few dedicated food functions; an expanded/renovated building would provide
potential to maximize water views and take advantage of users’ needs for unique food/beverage function
space

• Approximately 80% of meeting planner survey respondents indicated interest in hosting events at an
expanded OCCC compared to 69% without expansion

• The top reason meeting planners responding to the survey cited for not selecting Ocean City was the
size/type of facility suggesting the existing building limits the destination’s ability to attract some
conventions/tradeshows

• Meeting planner respondents indicated that approximately 83% of delegates would stay overnight rather
commute and most thought it was very likely (22%) or somewhat likely (78%) that attendees would
extend their stay in Ocean City beyond the length of the event for one to three days suggesting a
relatively high potential to generate economic impact

Summary of market findings (cont’d)
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• Most survey respondents estimated that attendance at their event would increase or stay the same while
only 10% indicated that attendance would decrease in the next five years

• Approximately 60% of meeting planners anticipated that space requirements for their event would remain
the same and 40% estimated that their space needs would increase over the next five years

• Approximately 88% of sports group survey respondents indicated interest in hosting events at an
expanded OCCC compared to 44% without expansion

• Groups indicating an interest in meeting at the OCCC cited Ocean City’s strengths as
location/accessibility, proximity to beach, hotel supply/location, and the Boardwalk, respectively

• Of those groups that responded “Not Likely” or “Definitely No” to hosting their event at the OCCC, the
primary reason was the size/type facility

• Approximately 71% of survey respondents represented national/international events and the remaining
29% were regional (multi-state) events

• Approximately 86% of survey respondents indicated that the maximum distance attendees would drive to
participate in event was at least 250 miles – the remaining 14% would drive between 100 and 250 miles

• 100% of sports group survey respondents anticipate that their attendance will increase over the next five
years

• Sports groups expressing an interest in hosting their event at the OCCC thought it was very likely (33%) or
somewhat likely (67%) that attendees would extend their stay in Ocean City beyond the length of the event
for one (14%), two (71%) or three (14%) days

Summary of market findings (cont’d)
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It will be important for the expanded facility to develop an aggressive marketing plan to attract additional
conventions, tradeshows and sporting events/competitions that generate economic impact to the community,
particularly given the community’s challenge in terms of accessibility.

As Ocean City continues to grow and economic development efforts move to the next stage, supporting
elements such as on-site parking and a proximate hotel to the OCCC will be desirable to serve the growing
needs of overnight guests. As such, the MSA and TOC should consider expansion of OCCC in their long-
term strategic planning efforts to better meet the long-term needs of its community and generate economic
impact for the State of Maryland. Factors that need to be considered include land availability, infrastructure
and establishing funding sources.

Summary of market findings (cont’d)
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Financial analysis

In addition to market and site factors, the MSA should also consider various financial issues as it explores the
merits of expanding OCCC. With respect to financial performance, it is important to understand that the
majority of convention centers typically realize an operating deficit. However, one of the primary reasons that
convention centers are developed is because of the economic impact that they can generate in terms of
spending, employment, earnings and tax revenues to local and state governments. One objective of
convention centers is typically to attract events that draw patrons from outside of the immediate market area
who spend money on hotels, restaurants and other related services. These net new benefits can outweigh the
operating costs, and, as such, provide economic and fiscal benefits to the local and State economies in which
they operate.

This report discusses several financial elements that should be considered in conjunction with the findings of
the market analysis for any future planning purposes which include management’s estimate of financial
operations as well as economic and fiscal benefits from the ongoing operations of an expanded OCCC.

Based on the preliminary building program recommendation, historical usage and financial operating data for
OCCC, information from comparable convention centers as well as other primary and secondary sources
including the findings in the market analysis, Crossroads Consulting assisted the client group in preparing a
hypothetical, order-of-magnitude estimate of operating revenues and expenses for an expanded OCCC. The
estimates of operating revenues and expenditures discussed in this section are expressed in current 2011
dollars for a hypothetical range of event activity representing a stabilized year of operation.
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Financial analysis (cont’d)

This analysis is based on certain hypothetical assumptions pertaining to operations of the facility, attendance
levels and other related financial assumptions as provided by management at OCCC and its advisors. No
independent verification of this information was made by Crossroads Consulting and we assume no
responsibility for the accuracy or reliability of the information provided to us. The accompanying analysis was
prepared for internal use by the TOC and the MSA for their consideration of plans for expansion and should
not be used for any other purpose including financing of the project.

The analysis performed was limited in nature, was prepared under the Consulting Standards issued by the
American Institute of Certified Public Accountants (AICPA) and does not constitute an examination,
compilation or agreed upon procedures in accordance with the standards established by the AICPA.
Therefore, Crossroads Consulting does not express an opinion or any other form of assurance on the
information presented in this report. As with all estimates of this type, we cannot guarantee the results nor is
any warranty intended that they can be achieved. The estimates of revenues and expenditures are based on
the anticipated size, quality and efficiency of the proposed expansion. Since these estimates and
assumptions are based on circumstances that have not yet transpired, they are subject to variation. Further,
there will usually be differences between estimated and actual results because events and circumstances
frequently do not occur as expected, and those differences may be material.

Public assembly facilities such as convention centers operate in a semi-business atmosphere requiring
contractual agreements, frequent short-term lease/use of facilities by customers, management of part-time
and temporary staff resources for events and partnerships with third party vendors. These operating
conditions are unique within the public services provided by government. Municipalities can evaluate a
facility’s financial performance on a variety of factors which may include increases in revenues, decreases in
expenses, amount of general fund transfer and/or economic impact. Consequently, improved financial
performance is not always easy to distinguish from the facility’s bottom-line alone.
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Excluding transfers, OCCC has averaged an annual operating loss of
approximately $2.4 million over the last three fiscal years

Over the last three fiscal years, the operating loss at OCCC has ranged from approximately $2.2 million in FY 2006 to
approximately $2.8 million in FY 2007. Operating revenues have averaged approximately $1.7 million while
expenditures have averaged approximately $4.1 million over the time period shown.

Note: Presented in constant dollars (no inflation).
Source: OCCC management.

Summary of Historical OCCC Financial Operations
3-Year

Revenues FY 2005 FY 2006 FY 2007 Average

R Building Rental $868,695 $876,042 $852,521 $865,753

ES Event Services $351,318 $367,845 $382,339 $367,167

FB Food & Beverage (net) $301,840 $381,957 $380,918 $354,905

ER Equipment Rental $0 $0 $0 $0

P Parking $0 $0 $0 $0

O Other $94,674 $112,414 $99,625 $102,238

Total Operating Revenues $1,616,527 $1,738,258 $1,715,403 $1,690,063

Expenditures

PS Personnel Services $1,628,304 $1,849,941 $2,070,886 $1,849,710

B Benefits $513,426 $602,513 $649,129 $588,356

MS Materials & Supplies $189,465 $182,232 $246,351 $206,016

RM Repairs & Maintenance $473,403 $317,529 $292,244 $361,059

CS Contract Services $188,022 $194,954 $234,958 $205,978

GA General & Administrative $47,588 $40,158 $53,370 $47,039

SM Sales & Marketing1 $0 $0 $0 $0

U Utilities $364,376 $393,962 $477,804 $412,047

INS Insurance $463,844 $385,594 $435,266 $428,235

OE Other $4,161 $7,028 $18,366 $9,852

Total Expenditures $3,872,589 $3,973,911 $4,478,374 $4,108,291

Excess (Deficiency) of Revenues

Over Expenditures ($2,256,062) ($2,235,653) ($2,762,971) ($2,418,228)
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As shown in the table below, the operating loss is addressed by interest income and annual contributions by
Worcester County, the TOC and the State of Maryland. Based on the operating agreement between the TOC and
the State, both jurisdictions evenly split any financial shortfall subsequent to all operating revenues and any other
contributions such as an annual County grant.

The financial operations of an expanded facility will be impacted by several factors including, but not limited to, its
larger size in terms of gross square footage as well as its anticipated increase in event activity. For these and other
reasons, it is difficult to make direct comparisons between historical facility operations and those estimated for an
expanded OCCC. Discussions were conducted with center management to consider the impact an expansion
would have on individual line items. Those discussions were the basis for various assumptions regarding the
operations of an expanded OCCC.

Excluding transfers, OCCC has averaged an annual operating loss of
approximately $2.4 million over the last three fiscal years (cont’d)

3-Year

Non-Operating Revenues FY 2005 FY 2006 FY 2007 Average

R Interest Income $0 $10,401 $29,766 $13,389

ES County Grant $30,000 $50,000 $50,000 $43,333

FB Town Contribution $1,113,031 $1,087,626 $1,341,603 $1,180,753

ER State Contribution $1,113,031 $1,087,626 $1,341,603 $1,180,753

Total Non-Operating Revenues $2,256,062 $2,235,653 $2,762,972 $2,418,228

Note: Presented in constant dollars (no inflation).
Source: OCCC management.
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Management’s estimate of operating revenues over operating expenditures before depreciation and debt service for a
stabilized year of operations is based on historical operations and several hypothetical assumptions including the
proposed building program, estimated utilization for an expanded center, information from comparable facilities, as
well as other primary and secondary sources including findings in the market analysis. As this analysis represents a
net revenue and expenditures assessment, it is subject to change depending on the actual building program,
contractual agreements with third party service providers, and further refinements regarding operating strategies for
the facility.

As discussed previously, OCCC has other non-operating revenues and expenditures that impact its financial
operations including governmental contributions as well as depreciation and interest income. However, these
amounts are excluded in this analysis.

Note: See accompanying summary of significant assumptions that follows.

Management estimates that an expanded OCCC could incur an
annual operating loss in the range of $2.8 million to $3.1 million

Proposed OCCC Expansion
Estimate of Operating Revenues over Operating Expenditures – Current 2011 Dollars

Category 3-Year Historical Avg

Total Operating Revenues $1,908,000 $3,555,000 - $3,830,000 $1,647,000 - $1,922,000

Total Operating Expenditures 4,625,000 6,194,000 - 6,783,000 1,569,000 2,158,000

Estimate of Operating Revenues Over

Operating Expenditures Before Reserve for

Replacement, Depreciation & Debt Service (2,717,000) (2,639,000) - (2,953,000) 78,000 - (236,000)

Reserve for Replacement Fund 0 (178,000) (191,000) (178,000) (191,000)

Estimate of Operating Revenues Over

Operating Expenditures Before

Depreciation & Debt Service ($2,717,000) ($2,817,000) - ($3,144,000) ($100,000) - ($427,000)

Hypothetical Range of Financial Operations Incremental Range of Financial Operations
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Summary of significant assumptions - general

• Any expansion is built adjacent to the current location.

• An aggressive marketing approach is taken by management at OCCC, particularly in attracting
convention/meetings business, corporate meetings and sporting events/competitions.

• The estimate in this analysis excludes certain non-operating revenues (i.e., government contributions,
interest income) and non-operating expenses (i.e., interest, depreciation).

• The financial estimate is rounded to the nearest thousand and expressed in current 2011 dollars.

• The expanded facility will remain tax exempt.

• This analysis does not assume a ground lease payment for use of the property.

• This analysis assumes that no other similar, competitive facilities are constructed in the immediate market
area.

• The facility offers meeting/event planners the high-quality space that they require.

This section of the report summarizes several operational assumptions that management used in developing its
estimates of event activity and financial operations for the proposed expanded OCCC. Key hypothetical
assumptions used in this analysis include the following:

It should be noted that these assumptions are preliminary in nature and will continue to be refined as decisions
related to the building program and other operating characteristics continue to evolve.
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Research conducted in the market analysis indicates that a total of approximately 173,300 SF to 178,300 SF of
leaseable space in a combination of exhibit space and high-end, flexible meeting/ballroom space would place
the facility in a better competitive position to attract more convention, tradeshow, meetings and sporting
events/competitions as well as to better meet the increasing space needs of various local user groups such as
consumer shows. Although the number of existing meeting rooms is sufficient, the expansion plan may dictate
the need to relocate a portion of breakouts to adequately host simultaneous events. The following summarizes
the preliminary building program recommendations.

The recommended program includes an addition of 50,000 to 55,000 SF of dedicated, column-free exhibit
space. This space, combined with the existing facility’s supply of supporting meeting/ballroom space should
allow the OCCC to accommodate both larger events as well as simultaneous events requiring all three function
spaces. In addition, HOK Venue estimates that approximately 10,800 SF of meeting space in six breakouts
could be constructed by reconfiguring Hall C. More details concerning potentially reconfiguring Hall C are
found in Appendix A.

Summary of significant assumptions – building program

Square Footage of Space

Component at Existing OCCC

Exhibit Hall (SF) 63,400 113,400 - 118,400

Ballroom/Meeting Space (SF) 59,900 59,900 - 59,900

Total Function Space (SF) 123,300 173,300 - 178,300

Number of Meeting Rooms 25 31 31

Ratio of Meeting/Ballroom

Space to Exhibit Space
94% 53% 51%

Preliminary Recommendations

For Expanded OCCC

Square Footage of Space
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It should be noted that these square footage amounts do not include any support space such as prefunction
and registration areas, circulation space, storage and restrooms. Ideally, any expansion of the existing facility
would be contiguous in nature although this may be difficult given the existing site plan. The exhibit hall should
be column free space and be divisible similar to Halls A and B and it should be developed in proximity to some
meeting and ballroom space so that it can support stand-alone event activity requiring all three function areas.
In addition, the Grand Ballroom should be renovated to be more of a traditional ballroom.

As mentioned previously, Hall C is the least utilized exhibit space and is considered by many meeting planners
as substandard because of its columns. One option to consider in any expansion plan is to convert/reconfigure
Hall C into meeting/ballroom/prefunction space and incorporate that lost square footage in the expanded
exhibit space. In addition, upgrading meeting rooms 215 and 217 and better incorporating them into the flow of
the facility would also serve to make the overall facility more marketable.

These and other options, such as including a parking garage to accommodate center needs and/or a
performing arts hall are further analyzed in HOK Venue’s site analysis in Appendix A.

Summary of significant assumptions – building program (cont’d)
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The hypothetical, order-of-magnitude estimate of operating
revenues and expenditures is based on several assumptions
including the hypothetical estimate of utilization. It is important to
understand that the development of any expanded space will likely
take several years to complete. In addition, event activity at
expanded convention centers typically experiences a “ramp up”
period to a stabilized level of activity which occurs for several
reasons. For instance, some groups that book their event years in
advance may not want to risk that a facility’s construction is delayed
and not completed in time for their event. In addition, some groups
may choose to let management “fine tune” its operations before
meeting in the expanded facility. However, it is important to
recognize that the overall utilization at any facility is typically
dependent on a number of factors and is rarely consistent. For
purposes of this analysis, it is assumed that the hypothetical range
represents a stabilized year of operations.

Estimated utilization presented in the table is based on historical
utilization of OCCC, results of the user survey, event activity at
comparable centers, information and input provided by facility
management as well as other research. It is important to note that
event coding is fairly subjective among convention centers. For
purposes of this analysis, conventions and tradeshows are
considered multi-day events with the majority of attendees staying
overnight. In addition, attendee days represent the total number of
people attending an event including the same individuals returning
during multi-day events. For example, a three-day convention with
600 delegates equates to 1,800 attendee days.

Summary of significant assumptions – utilization

3-Year

Historical

Event Type Average Lower End Upper End

Number of Events

Conventions/Tradeshows 38 48 - 50

Consumer Shows 42 45 - 48

Banquets/Receptions 12 30 - 36

Meetings/Seminars 29 40 - 45

Events/Competitions 8 14 - 16

Total 129 177 - 195

Number of Event Days

Conventions/Tradeshows 105 120 - 125

Consumer Shows 88 90 - 96

Banquets/Receptions 12 30 - 36

Meetings/Seminars 44 60 - 68

Events/Competitions 23 42 - 48

Total 273 342 - 373

Average Attendance Per Event

Conventions/Tradeshows 1,944 2,300 - 2,400

Consumer Shows 3,822 4,000 - 4,500

Banquets/Receptions n/a 500 - 600

Meetings/Seminars 223 300 - 350

Events/Competitions 1,902 2,000 - 2,200

Total Attendee Days

Conventions/Tradeshows 204,129 276,000 - 300,000

Consumer Shows 161,808 180,000 - 216,000

Banquets/Receptions n/a 15,000 - 21,600

Meetings/Seminars 9,867 18,000 - 23,600

Events/Competitions 44,369 84,000 - 105,600

Total 420,173 573,000 - 666,800

Proposed Expanded OCCC

Hypothetical Range of Event Activity

For a Stabilized Year of Operations
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Management’s estimate of operating revenues for an expanded OCCC is based on historical financial
operations, the proposed building program and hypothetical utilization shown previously, financial
information from comparable facilities as well as other research. Total operating revenues are
estimated to range from approximately $3.6 million to $3.8 million for a stabilized year of operations.

Note: Non-operating revenues such as interest income and contributions are not included in above amounts.

Summary of significant assumptions – operating revenues

Proposed OCCC Expansion

Category 3-Year Historical Avg

Building Rental $979,000 $1,530,000 - $1,639,000

Food & Beverage 399,000 765,000 - 820,000

Event Services 414,000 765,000 - 820,000

Parking 0 342,000 - 387,000

Other 116,000 153,000 - 164,000

Total Operating Revenues $1,908,000 $3,555,000 - $3,830,000

Hypothetical Range of Operating Revenues
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– Some rates may be negotiated to attract quality, high-impact events;

– Meeting rooms or other space may be complimentary in conjunction with rented space or food functions;

– Move-in/move-out days are often priced at one-half the normal rate; and/or

– Some facilities offer reduced rental rates to special groups such as local, non-profit, and charitable
organizations.

2. Food & Beverage Revenue - Food and beverage revenue is generated by sales from alcohol, catering,
concessions and vending. Currently, the facility contracts with Centerplate for food and beverage services.
According to management, OCCC has averaged approximately $1.2 million to $1.3 million in gross food and
beverage sales in recent years. Based on historical financial information, OCCC nets approximately 25% to 30%
of gross revenues. Management indicated that it would either expect to realize a higher level of profitability in food
service at an expanded OCCC or require the food and beverage provider to provide capital for an expanded center
in the form of kitchen equipment which is a common lease negotiation in the industry. Based on historical data,
the estimated event activity at an expanded OCCC and an assumed profitability similar to historical experience, net
food and beverage revenue to the facility is estimated to range from $765,000 to $820,000.

1. Building Rental Revenue - Building rental includes revenue from the rental of space at the facility. Typically,
convention centers charge different rate structures for various types of events such as conventions, tradeshows,
consumer shows, and other events depending on the type of space utilized (i.e., exhibit halls and meeting rooms).
Although OCCC has published rental rates for various areas of the facility, effective rates realized are typically
lower than published rates due to several factors including:

Based on an estimated increase in facility function space and event activity as well as a proposed rate increase of
5% to 7%, management estimates that building rental revenue may range from approximately $1.5 million to $1.6
million.

Summary of significant assumptions –
operating revenues (cont’d)
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3. Event Services Revenue – This line item relates to income received from services provided to exhibitors and
users such as labor reimbursements and other miscellaneous services. According to management, event
service charges are likely to increase in the future to account for rising costs associated with utilities, etc.
Based on this assumption and the increased event activity in an expanded OCCC, event services revenue is
estimated to range from approximately $765,000 to $820,000.

4. Parking Revenue – Currently, OCCC does not charge for parking. Management indicated that any expansion
would require on-site parking in order to remain competitive. In addition, any expansion is likely to take all or
part of the existing on-site parking lot. A new on-site parking garage is assumed to be developed in
conjunction with any expansion. Based on input from HOK, a new garage is likely to offer approximately 1,000
to 1,500 spaces. For purposes of this analysis, parking charges are estimated to be $4.00 per car. In addition,
given the demographics of Ocean City and the fact that many attendees travel together in larger travel parties,
an assumption of 3.0 persons per car is utilized to estimate parking needs. Based on these assumptions,
parking revenue generated by estimated OCCC event activity alone is estimated to range from approximately
$342,000 to $387,000. Given the proposed parking lot’s location, there may be other opportunities to generate
additional parking revenue for the TOC.

5. Other Revenues – Other revenues include items such as CVB member dues and monthly leases to the local
Hotel/Motel Association and Visitor’s Center. Management indicated that based on preliminary expansion plan
options, revenue from leases are expected to increase given the likelihood that prime street front space will be
available. For purposes of this analysis, other revenues are estimated to range from approximately $153,000
to $164,000.

Summary of significant assumptions –
operating revenues (cont’d)
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Management’s estimate of operating expenditures for an expanded OCCC is based on historical financial
operations, the proposed building program and hypothetical utilization shown previously, financial
information from comparable facilities as well as other research. Total operating expenditures for a
stabilized year of operations are estimated to range from approximately $6.2 million to $6.8 million.

Note: Non-operating expenses such as depreciation are not included in above amounts.

According to management, it is assumed that an expanded OCCC will continue to be owned and
operated by the TOC and therefore would remain tax exempt. In addition, this analysis does not assume
a ground lease payment for use of the property based on input from management.

Summary of significant assumptions –
operating expenditures

Proposed OCCC Expansion

Category 3-Year Historical Avg

Personnel Services $2,079,000 $2,561,000 - $2,878,000

Benefits 662,000 846,000 - 950,000

Materials & Supplies 231,000 328,000 - 355,000

Repairs & Maintenance 412,000 437,000 - 464,000

Contract Services 231,000 306,000 - 350,000

General & Administrative 53,000 82,000 - 87,000

Sales & Marketing 0 164,000 - 175,000

Utilities 463,000 792,000 - 820,000

Insurance 484,000 656,000 - 677,000

Other 11,000 22,000 27,000

Total Operating Expenditures $4,626,000 $6,194,000 - $6,783,000

Hypothetical Range of Operating Expenditures
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1. Personnel Services – Although the staffing requirements and subsequent salaries and wages
can represent a significant expense for a public assembly facility, an analysis of comparable
facilities throughout the country indicates that the permanent full-time staffing plans vary greatly.
This variance in staffing levels is generally attributed to several factors. The first relates to the
management philosophy of maintaining event-related personnel as full-time or part-time staff.
The second factor relates to the management and physical relationship the facility might have to
other public facilities. For example, the staffing for a stand-alone convention center is different
than for a multi-venue complex. Finally, the last determinant of staffing requirements is the extent
of contract services.

OCCC currently has 40 full-time equivalents (FTEs). Based on this staffing plan and the
magnitude of the recommended expansion plan for the facility, management estimates that an
expanded facility would require between 10 and 17 additional FTE’s for a total staffing plan
ranging from 50 to 57 FTEs during a stabilized year of operations. The majority of these new
positions would likely be operations staff with future additions in event services and sales
associated with corporate meetings and sporting competitions. For purposes of this analysis,
personnel services are estimated to range from approximately $2.6 million to $2.9 million.

2. Benefits – Based on management’s historical and budgeted amounts for benefits, this analysis
assumes a benefits package of 33% of personnel services which equates to a range of
approximately $846,000 to $950,000.

Summary of significant assumptions –
operating expenditures (cont’d)
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3. Materials and Supplies – Materials and supplies include costs associated with rentals, leases,
office and janitorial supplies, hardware, software and other similar items that are necessary for the
day-to-day operation of an expanded OCCC. Expenses for materials and supplies are estimated
to range from approximately $328,000 to $355,000.

4. Repairs and Maintenance – This line item includes various expenses related to the building,
equipment and ground maintenance. Repairs and maintenance expenses can vary based on
utilization and are estimated to range from approximately $437,000 to $464,000.

5. Contract Services – Contract services consist of two primary categories: those which the TOC
provides through an umbrella for all its assets and those which the OCCC contracts for directly.
The facility is charged a prorated share of the TOC’s services for items such as HVAC
maintenance, information technology, legal and financial services. The OCCC contracts directly
for landscaping beyond the basics provided the TOC’s parks and recreation department.
According to management, contract services are likely to increase in an expanded building due to
its larger size, greater number of attendees and the necessary addition of security service.
Historically, contract services have averaged 11% of personnel services at OCCC. For purposes
of this analysis, management estimates contractual services to be 12% of personnel services at
an expanded facility which would be a range of approximately $306,000 to $350,000.

6. General and Administrative – These expenses relate to line items such as travel and
transportation, dues, memberships, subscriptions, communication/freight and other general
administrative costs. Management’s estimate of general and administrative expenses ranges from
approximately $82,000 to $87,000.

Summary of significant assumptions –
operating expenditures (cont’d)
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7. Sales and Marketing – Expansion alone will not bring new events to the facility. An aggressive
marketing strategy will need to be undertaken to diversify and increase the event base at an
expanded OCCC, specifically as it relates to conventions, corporate meetings and sporting
competitions. Sales and marketing expenses for the facility relate to both event promotion and
facility marketing. Based on the anticipated marketing efforts needed at an expanded facility,
management estimates an increase in this line item over historical operations. For purposes of this
analysis, expenses related to sales and marketing are estimated to range from approximately
$164,000 to $175,000.

Again, this amount is intended to supplement other area marketing agencies such as the budget
dedicated to CVB staff and should be expended for familiarization trips, tradeshow attendance,
direct marketing efforts and other literature and advertising expenditures for the facility.

8. Utilities – Utilities generally represent one of the highest expense items for convention center
operations. In order to control this expense, it is recommended that management pass through to
the user, to the extent possible, utility costs related to a particular event. Utility expenses are
partially variable depending upon the level of utilization. In many facilities, these costs are handled
as an expense that is reimbursed or partially reimbursed by the event at a later date or, for civic
uses, a utilities charge is assessed. Over the last two years the OCCC has experienced significant
increases in utilities expense which is consistent with utilities trends nationwide. Management
stated that a portion of the proposed rental rate increases in an expanded building would be to
offset higher expenses associated with utilities and this is taken into account in the higher rental
revenue discussed previously. For purposes of this analysis, it is assumed that the utility cost
shown represents the total non-reimbursable costs, net of any pass-through arrangements.
Management’s estimate of utility costs ranges from approximately $792,000 to $820,000.

Summary of significant assumptions –
operating expenditures (cont’d)
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9. Insurance – The insurance expense represents an allocation to OCCC of the TOC’s blanket
policy covering all of its assets. According to risk management representatives with the TOC,
all properties are billed a lump sum based on their location and value. Based on the historical
insurance per SF and the proposed expansion program, insurance costs are estimated to range
from approximately $656,000 to $677,000.

10. Other Expenses– Other expenses include miscellaneous costs not reflected in other
categories. For purposes of this analysis, other expenses are estimated to range from
approximately $22,000 to $27,000.

11. Reserve for Replacement Fund – To safeguard the public investment, the TOC should allow
for an annual payment that is specifically designated as a reserve for replacements and repairs.
This fund is intended to cover any extraordinary annual/future capital repairs or improvements
to the facility. For purposes of this analysis, the reserve for replacement fund is estimated to be
5% of operating revenues which would range from $178,000 to $191,000.

Summary of significant assumptions –
operating expenditures (cont’d)
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• Enhancing the area’s image as a business, meetings and tourist destination;

• Receiving increased State, regional and national exposure through destination marketing and visitation;

• Providing a first-class meeting venue for residents and for out-of-town delegates/attendees;

• Providing a potential catalyst for further development initiatives in Ocean City;

• Generating additional economic activity; and

• Enhancing fiscal revenues.

This section of the report presents an estimate of the economic and tax revenue benefits that might
accrue as a result of operations of an expanded OCCC. The TOC and State would continue to benefit
from the facility’s operations in a number of ways, including such tangible and intangible benefits as:

Each of these benefits is important in assessing the overall impacts of an expanded OCCC to the area.
While the value of most of these benefits is difficult to measure, the economic activity generated in the
region can be quantified. As such, this analysis estimates the direct, induced and indirect benefits
associated with the operations of an expanded OCCC as well as the associated tax revenues. Although
some of the event activity at an expanded OCCC will include those that currently occur in the building,
many will likely attract higher attendance and greater levels of spending due to enhanced operations.
Further, events that cannot currently be accommodated will also generate incremental spending and
resulting economic benefits to the area. Unless otherwise noted, all dollar amounts are expressed in
2011 dollars. Estimates are based on the utilization that was presented earlier in this report and assume
that tax rates continue at their current levels.

Economic and fiscal impacts analysis
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An assessment of the economic impact benefits that could potentially accrue as a result of the proposed expansion
can be approached in several ways. One approach, which is frequently used in the industry, considers the expense
side of a facility’s operations as well as attendee, exhibitor, association and show producer spending for
documentation of the initial direct impacts to a community. In this approach, all expenses generated by facility
operations from personnel services, materials and supplies, repairs and maintenance, contract services,
sales/marketing, utilities, insurance, etc., are used as an initial measure of economic activity within the marketplace.
Once the amount for direct spending is estimated, a multiplier is applied to generate the total (direct and induced/
indirect) spending, earnings and employment associated with the project. This "multiplier" effect is estimated in this
analysis using a regional economic forecasting model provided by the Minnesota IMPLAN Group, Inc.

That said, there are multiple agreed-upon methods of estimating the economic impacts associated with a particular
development project. In addition, because there are many adjustments to the estimates of attendance, portion
staying overnight, per capita spending amounts, additional travel party members and extended length of stay it is
difficult to make direct comparisons to other estimates.

The economic activity directly generated through the on-going operations of an expanded OCCC and the spending of
its users affects more than just the facility and immediately surrounding restaurants and businesses. As this money
ripples through the economy, several other economic sectors are impacted and jobs are created. For example, when
the caterer at an expanded OCCC purchases food for an event, everyone from the wholesaler to the farmer that
produced the food is impacted. In addition, local government entities that tax these economic transactions also
benefit. The specific aggregate industries used in this analysis are:

• Hotels

• Entertainment establishments

• Eating and drinking places

Economic impact analysis - methodology

• Transportation

• Retail trade

• Business services
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The three categories of measurement used to assess the economic impact of a project are spending,
earnings and employment which are defined below:

• Total spending (output) represents the total direct and indirect/induced spending effects
generated by the project. This calculation measures the total dollar change in spending (output)
that occurs in the local economy for each dollar of output delivered to final demand.

• Earnings represents the wages and salaries earned by employees of businesses associated with
or impacted by the project. In other words, the multiplier measures the total dollar change in
earnings of households employed by the affected industries for each additional dollar of output
delivered to final demand.

• Employment represents the number of full-time equivalent jobs supported by the project. The
employment multiplier measures the total change in the number of jobs supported in the local
economy for each additional $1.0 million of output delivered to final demand.

Economic impact analysis – methodology (cont’d)
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The total economic benefits to the area related to operations of an expanded OCCC are estimated to
generate approximately $230.2 million to $262.8 million annually resulting in an incremental impact of
approximately $66.4 million to $99.0 million. Incremental impact is based on a comparison of historical
economic impacts generated by the OCCC from an average of FY 2005 through FY 2007 operations
and those estimated for the proposed expanded center. The economic benefits as measured by
spending, earnings and jobs are summarized below.

Summary of estimated economic benefits
associated with an expanded OCCC

Notes:
Amounts are presented in 2011 dollars.
Historical economic impact for the OCCC is based on the three year average for FY 2005 to FY 2007 operations.
FTE – denotes full-time equivalents.

Estimated Economic Impact from Historical

OCCC Operations OCCC Operations

Category FY 2005-FY 2007 Avg

Direct Spending $164,417,000 - $187,790,000 $116,896,000 $47,521,000 $70,894,000

Induced/Indirect Spending $65,756,000 - $75,020,000 $46,873,000 $18,883,000 $28,147,000

Total Spending $230,173,000 - $262,810,000 $163,769,000 $66,404,000 $99,041,000

Total Employment (number of FTE jobs) 3,030 - 3,470 2,150 880 1,320

Total Earnings $82,276,000 - $93,917,000 $58,579,000 $23,697,000 $35,338,000

Range

Estimated for Expansion

Stabilized Year

Estimated Incremental Impact

Range

Stabilized Year
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The first step in calculating economic impact is estimating the direct spending. The benefits generated
by OCCC operations result from the impact of direct spending both by attendees and activities that
support events held at the facility. Direct spending impacts are annually recurring in nature. The
primary types of spending quantified in this analysis include:

• Attendee spending, including out-of-town delegates and local attendees;

• Travel party spending including persons accompanying the OCCC attendee;

• Association spending;

• Exhibitor spending; and

• Budgetary spending by an expanded OCC.

Per capita attendee spending amounts are estimated based on surveys conducted by the OCCC at a
total of 38 events held during FY 2007. These events represent conventions, tradeshows, consumer
shows and sporting events/competitions. A total of approximately 5,800 survey responses
representing event attendees, their accompanying travel party and exhibitors were analyzed. This
information was used to estimate daily attendee and travel party spending per person by event type
and scope (e.g. State/local or regional/national).

Summary of direct spending
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Attendee Spending

Based on the historical distribution of events held at OCCC, events were separated into two categories:
regional/national and State/local. Estimates of the percentage of attendees staying overnight were based on
OCCC-conducted surveys by event type. High impact attendees are defined as those that stay overnight. Low-
impact spending is typically generated by local patrons at consumer shows, civic events and meetings.
Adjustments are made to the overnight spending estimates to account for low-impact spending.

Ocean City’s destination characteristics including the beach, family-friendly environment, variety of attractions,
overall affordability and proximity to a large population base make it attractive for drawing additional travel party
members other than just OCCC attendees. Based on OCCC-conducted surveys, attendees at conventions/
tradeshows and events/competitions are assumed to bring additional travel party members when attending OCCC
events. In addition, these same demographic characteristics encourage attendees and their travel parties to
extend their stay beyond the length of the event held at the OCCC. Based on surveys conducted with event
promoters, attendees at conventions/tradeshows and events/competitions are assumed to extend their stay in
Ocean City. This analysis takes into account the additional travel party members and the extended length of stay
in an effort to estimate their added economic impact. Based on OCCC-conducted surveys, a per day spending
amount was applied to each event category which is summarized in the table that follows.

Summary of direct spending (cont’d)
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Attendee Spending (cont’d)

Summary of direct spending (cont’d)

Source: OCCC-conducted surveys.

Daily Spending Per Person by Event Type

Regional/

National

Per Person Per Day Spending High Impact Low Impact High Impact

Conventions/Tradeshows

Attendees $141 $31 $130

Consumer Shows

Attendees $108 $24 $130

Events/Competitions

Attendees $156 $46 $156

Meetings/Seminars/Banquets/Receptions

Attendees n/a $24 n/a

State/Local
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Association & Exhibitor Spending

Sponsoring organizations have substantial investments in the events that they host. These organizations purchase
goods and services from either the convention center, food and beverage contractor or from outside sources. Items
such as exhibit space and equipment rental are typically provided by the convention center, which are reflected as
revenues for the provider. Since this spending is eventually reflected in the budgetary spending by the convention
center, these amounts are excluded from association spending to avoid double counting. Estimated association
spending amounts are provided by the Convention Expenditure and Impact Study conducted by Destination
Marketing Association International (DMAI) and are based on spending per attendee day. This study’s estimates
reflect the spending patterns of thousands of convention and meeting delegates from a broad base of meeting
types. The 2004 Convention Expenditure and Impact Study provides the spending attributes for regional/national
business, however, State/local spending attributes were unavailable due to an inadequate sample. Thus, figures
from the 2002 Convention Income Survey were inflated by a 3% annual inflation rate to estimate 2011 State/local
amounts.

The DMAI Convention Expenditure and Impact Study also provides spending estimates for exhibitors per attendee
day. Adjustments to these estimates are made to avoid double counting similar to association spending. Based on
conversations with DMAI representatives, exhibitor spending at State/local events can be higher than that at
regional/national events since these exhibitors are more likely from the local area. Thus, they tend to spend a
greater portion of their exhibit-related expenses within their own community. Conversely, exhibitors attending
regional/national events are likely to spend a greater portion of their expenses where they are based as opposed to
the event location.

Association and exhibitor spending per delegate day are presented below.

Source: DMAI.

Summary of direct spending (cont’d)

Per Day Spending State/Local

Regional/

National

Association $18 $18

Exhibitor $140 $88
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Budgetary Spending for an Expanded OCCC

Budgetary spending refers to the “expense side” generated by an expanded OCCC. Regardless of the
source or magnitude of the revenues the building produces, this analysis focuses on the operating
expenditures occurring in the local economies. With this approach, only amounts that are actually
expended are captured as economic impact.

Estimates are also made regarding the percentage of direct expenditures that occur in the local economy.
After taking into account taxes and savings (an estimate of 20% to 40%), amounts which may leak outside
of the local economy may include home mortgage payments, car loan payments, insurance, travel
spending, spending on higher education, mail-order purchases and other significant amounts.

Summary of Direct Spending

Based on information provided by OCCC and the DMAI spending estimates, the total direct spending
related to OCCC attendees, associations, exhibitors and budgetary spending is estimated to range from
approximately $164.4 million to $187.8 million for a stabilized year of operations.

Summary of direct spending (cont’d)

Category

Attendee Spending $131,477,000 $150,645,000

Association & Exhibitor Spending 30,122,000 34,085,000

Expanded OCCC Budgetary Spending 2,818,000 3,060,000

Total $164,417,000 $187,790,000

Range of Direct Spending
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The economic activity generated through the on-going operations of an expanded OCCC affects more
than just the facility. In preparation of new spending in the economy, several other economic sectors are
impacted and jobs are created. It is a common misconception to assume that the induced spending
occurs subsequent to the purchase of the good as an "after effect." To further illustrate this point,
consider that raw materials are purchased, labor is hired, goods are produced, transported and marketed
to retailers before the attendee spending takes place. To yield direct spending, several intermediary
levels of spending must occur first.

Manufacturer

Packager

Distributor

Transporter

Retailer

Attendee

Indirect/Induced Economic Activity Direct Economic Activity

Summary of direct spending (cont’d)
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In an effort to quantify the inputs needed to produce the total output, economists have developed
multiplier models. This “multiplier” effect is estimated in this analysis using a regional economic
forecasting model provided by Minnesota IMPLAN Group, Inc., a private economic modeling company.
The format and data is based on models developed and maintained by the U.S. Department of
Commerce, Bureau of Economic Analysis (BEA). One of the major advantages of this type of model is
that it is sensitive to both location and type of spending, and has the ability to provide induced/indirect
spending, employment and earnings information by industry category.

The direct spending amounts generated by the operations of an expanded OCCC are applied to area
multipliers in order to calculate estimates for total spending, total earnings and total employment (jobs).
The multipliers used in this analysis are shown in the following table.

Note: *FTEs per $1.0 million of direct spending.
Source: IMPLAN.

Multipliers

Category Spending Employment* Earnings

Hotels 1.3784 17.0 0.4652

Entertainment 1.4748 22.6 0.4734

Eating & Drinking Places 1.3402 21.9 0.4537

Retail Trade 1.3604 19.3 0.4993

Transportation 1.3686 19.5 0.5393

Business Services 1.5224 16.2 0.6041

Multipliers
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The estimated spending generated by an expanded OCCC creates tax revenues for the TOC and the
State of Maryland. Experience in other markets suggests that the majority of direct spending would occur
proximate to OCCC. In addition, other spending on business services and everyday living expenses of
residents likely occurs within other areas of the State.

Major tax sources potentially impacted by facility operations were identified in order to estimate the
appropriate taxable amounts to apply to each respective tax rate. Direct and induced/indirect spending
estimates discussed previously were used to estimate tax benefits associated with an expanded OCCC.
This analysis estimates revenues generated from the following taxes:

Tax revenues shown for the TOC are Worcester County taxes that are distributed to the TOC.

Fiscal impacts analysis

State of Maryland

• Sales & use tax

• Personal income tax

• Corporate income tax

• Auto rental tax

Town of Ocean City

• Food & beverage tax

• Hotel/motel tax

• Admissions & amusements tax
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Each major tax source impacted by OCCC operations was analyzed in order to ascertain the appropriate taxable amounts
to apply to the respective tax rate. For comparison purposes, current tax rates were applied to historical event activity to
generate the estimate of historical fiscal impact. Direct and indirect/induced spending estimates discussed previously were
used to calculate tax benefits associated with a range of stabilized operations for an expanded OCCC.

The following table summarizes the estimated total fiscal benefits related to on-going operations of an expanded OCCC as
well as an estimate of the incremental fiscal benefits. The estimated tax revenue associated with the existing OCCC is
based on an average of FY 2005 to FY 2007 operations data provided by facility management and estimated spending from
that event activity applying the same assumptions outlined previously.

Other taxes at the local and State level may also be impacted by the proposed expansion that are not included in this fiscal
analysis. The assumptions utilized in this analysis to calculated the TOC and State of Maryland taxes are presented on the
pages that follow.

Notes:
TOC fiscal benefits are generated by Worcester County taxes that are distributed to the TOC.
Amounts are presented in 2011 dollars.

Summary of estimated annual fiscal impacts
associated with an expanded OCCC

Historical

OCCC Operations

Tax Source FY 2005-FY 2007 Avg

Town of Ocean City

Hotel/Motel Tax $2,825,000 $3,226,000 $1,995,000 $830,000 $1,231,000

Food & Beverage Tax $197,000 $226,000 $137,000 $60,000 $89,000

Admissions & Amusements Tax $160,000 $186,000 $122,000 $38,000 $64,000

Subtotal $3,182,000 - $3,638,000 $2,254,000 $928,000 $1,384,000

State of Maryland

Sales & Use Tax $7,682,000 $8,765,000 $5,469,000 $2,213,000 $3,296,000

Personal Income Tax $1,964,000 $2,242,000 $1,400,000 $564,000 $842,000

Corporate Income Tax $822,000 $938,000 $585,000 $237,000 $353,000

Auto Rental Tax $285,000 $331,000 $195,000 $90,000 $136,000

Subtotal $10,753,000 - $12,276,000 $7,649,000 $3,104,000 $4,627,000

TOTAL $13,935,000 - $15,914,000 $9,903,000 $4,032,000 - $6,011,000

Estimated Fiscal Benefits of OCCC Operations

Range

Estimated for Expansion

Stabilized Year

Estimated Incremental Impact

Stabilized Year

Range
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Tax revenues from the on-going operations of an expanded OCCC generated to the TOC and the State of Maryland
are estimated to range from approximately $13.9 million to $15.9 million (in 2011 dollars) in a stabilized year of
operations. All additional event activity accommodated by the proposed expansion is assumed to be new to the
TOC and is estimated to generate approximately $928,000 to $1.4 million (in 2011 dollars) in incremental tax
benefits in a stabilized year of operations.

Unlike at the TOC level, a portion of this incremental event activity may be occurring elsewhere in the State. In
order to estimate net new incremental benefits to the State, a discount factor is applied. The following factors
positively influence the portion of incremental event activity and resulting fiscal benefits that would be new to the
State should the OCCC expand:

• An expanded OCCC is anticipated to attract some regional conventions/tradeshows and events/competitions
that the State cannot currently accommodate

• These two event types are assumed to generate the greatest portion of overnight stays by attracting larger
travel parties (according to survey results) who extend their lengths of stay relative to other Maryland
destinations resulting in higher spending and fiscal impacts

As such and for purposes of this analysis, only 90% of incremental State fiscal benefits are assumed to be new.
Based on these assumptions, incremental new tax benefits to the State are estimated to range from $2.8 million to
$4.2 million annually (in 2011 dollars) in a stabilized year of operations.

Summary of estimated annual fiscal impacts
associated with an expanded OCCC (cont’d)
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Town of Ocean City

Hotel/Motel Tax – Worcester County imposes a tax on accommodations at a rate of 4.5%. Proceeds from this tax are
allotted to the TOC’s general fund of which a portion is dedicated to the TOC’s tourism advertising efforts. For purposes of
this analysis, the 4.5% hotel/motel tax is applied to direct hotel spending.

Food & Beverage Tax – The 1.0% food and beverage tax affects the resort area of Ocean City. The tax is applicable to the
majority of food and beverage sales except those for consumption off premises or vending machine sales. This local sales
tax on food and beverages is imposed for the purpose of paying the principal and interest on bonds issued to finance the
construction and on-going operations of the OCCC. For purposes of this analysis, a portion of direct spending at
eating/drinking establishments and a portion of gross food and beverage revenue generated at the OCCC is applied to the
tax rate.

Admissions & Amusements Tax - The admissions and amusements tax is a local tax collected by the State Comptroller’s
Office for local municipalities. Ocean City applies this tax to the admission or amusement cost for activities such as
amusements, movies, athletic events, concerts, golf and the sale of refreshments at a nightclub or other similar entertainment
venue. The tax on admissions differs among local municipalities in Maryland and is 3.0% in Ocean City. According to the
statute, if sales tax is also applicable, then a maximum combined rate of 11% can be assessed. For purposes of this
analysis, the tax rate is applied to direct spending on entertainment as well as an estimate of admissions revenue to
consumer shows and sporting events.

Historically, as the MSA has pursued capital projects, they have received a portion of the admissions and amusements tax
collected within the relevant local community. For instance, the MSA receives eight (8) points of the admissions and
amusements tax generated at both Oriole Park and M&T Bank Stadium. For purposes of this analysis, all revenues
generated by the admissions and amusements tax are shown to be retained by Worcester County.

Fiscal impacts analysis – summary of significant assumptions
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State of Maryland

Sales and Use Tax – The State of Maryland collects a sales and use tax from sales and leases of tangible
personal property and services throughout the State. Sales and use tax is uniform throughout the State at 6.0%.
This tax source is the State’s second largest source of general fund revenue. For purposes of this analysis, the
tax rate is applied to total taxable direct and induced/indirect spending generated by OCCC operations.

Personal Income Tax - The State of Maryland imposes a personal income tax which is assessed against
personal income earned in the State. The State income tax is set at 4.75% of adjusted gross income. This tax
source is the State’s largest single source of general fund revenue. For purposes of this analysis and based on
information provided by the Comptroller of Maryland, an effective tax rate of 2.4% is calculated based on the
federal adjusted gross income and the total personal income tax paid to the State for CY 2006. This effective tax
rate is applied to total earnings estimated to be generated by OCCC operations.

Corporate Income Tax – A corporate income tax of 8.25% of corporate federal taxable income adjusted by State
modifications is also levied by the State of Maryland on corporations. For purposes of this analysis and based on
information provided by the Comptroller of Maryland, an effective tax rate of 0.4% is calculated based on the
gross state product and the total corporate income tax paid to the State for CY 2005. This effective tax rate is
applied to total spending estimated to be generated by OCCC operations.

Auto Rental Tax – The State of Maryland also imposes an 11.5% tax on short-term passenger car and
recreational vehicle rentals. For purposes of this analysis, a portion of direct spending on transportation is
applied to the tax rate.

Fiscal impacts analysis – summary of significant assumptions
(cont’d)
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Development strategy

While expansion appears viable from a market perspective, based on the estimated incremental fiscal benefits
to the TOC relative to the annual debt service requirements based on Hardin’s cost estimates, pursuing an
expansion to better accommodate market demand may not be achievable in the short-term given current
economic conditions. As such, Crossroads Consulting worked with OCCC management to develop a short-
term strategy for the facility that can further enhance utilization, operating efficiency and economic/fiscal
impacts prior to expansion.

• Maintaining the existing level of business by continuing to provide the highest standards of customer
service.

• Increasing competitiveness and further enhancing the marketability of the OCCC by continuing to pursue
large-scale capital repairs and improvements as determined and prioritized by management through a
traditional capital improvement plan.

 Exploring the opportunity to improve energy efficiency given the rising energy costs incurred at the
OCCC over the last several years.

 Modifying Hall C and the western outdoor deck could further enhance the facility’s marketability.

 Based on input from facility management, users indicated technological improvements could also
enhance its marketability. Further analysis should be conducted, however, to understand the need for
any proposed technological upgrades as their costs can sometimes outweigh their benefits given that
not all groups require them and/or are unwilling to pay market rates.

 Developing an on-site parking garage to meet the needs of existing users and enhance revenue
generation.


