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Overview

'ENTION CfoNTER
S

Hunden Partners (Hunden) was engaged by the City of
Durham to perform a market and financial feasibility study
for the Durham Convention Center (DCC), including an
expansion of the existing facility, and a new build of the
convention center and new headquarter hotel.

The goal of this study was to determine what business was
being lost due to a lack of meeting spaces and connected : e
hotel rooms, what the market demand opportunity is for an i _-'-_-_,. "L
expanded or new convention center and headquarter hotel ~ >
in Durham, and determine what the recommended

development alternative is for the City moving forward.
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SWOT Overview

The following SWOT analysis details the strengths, weaknesses, opportunities, and threats of the Project.

STRENGTHS

%>

Growing market with strong
demographics

Strong private management
Rebound in facility revenues
High long-distance visitation

Adjacent entertainment
venues

Strong walkable F&B
amenities

WEAKNESSES

Reduced events and
attendance, slower recovery
from the pandemic

Lack of exhibit and breakout
space leading to lost
business

Lack of available hotel room
blocks

Current site constraints

OPPORTUNITIES
S

A\
~

Exhibit space offering,
additional breakout space
for an increased diversity in
event types

Increased RTP business

Expanded or new facility
more competitive in the
market

Connected HQ hotel

More events and impacts



Location

The map to the right outlines the location of the
Durham Convention Center in comparison to
other DPLEX facilities and walkable hotels,
totaling 576 rooms over five hotels.

An ideal HQ hotel is located directly adjacent or
connected to a convention center. Though the
Marriott is directly connected to the DCC, the
hotel only includes 190 rooms, and therefore is
unable to provide significant room blocks for
larger events, and would be of insufficient size if
a new convention center was built.
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Expansion Site
Concept

Hunden looked at the potential for expansion of the existing
convention center. The site concept to the right, developed by
Convergence Design, shows what this expansion could accomplish.

An addition to the north of the existing facility within existing plaza
space shows the location of an additional 11,000 SF of meeting
rooms. To the east of the Durham Armory shows the location of
30,000 SF of new exhibit space.

Total expansion development costs are estimated at
approximately $93 million. This includes $19.4 million in renovations
to the existing facility, which includes new finishes to match the new
convention space and limited reconfiguration of the meeting rooms.
The DCC and Marriott could remain open during the construction of
the new convention spaces, and the current space could be renovated
after the new space is completed so as to limit interruptions in
business.

This expansion would require the additional cost of acquisition of
privately-owned parcels east and west of the current DCC as outlined
in green in the site concept.

This scenario does not allow for the development of sufficient function
spaces that would enable the DCC to be more directly competitive
with other regional convention facilities. Even a full rebuild of the DCC
and demolition of the 190-key Marriott hotel on the current site would
not enable the development of the recommended amount of exhibit,
ballroom, and meeting space and HQ hotel.

partners
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Durham Convention Center - Expansion Cost Estimates

SF CostPSF  Hard Costs | oo "T85 sofiCosts  Total Costs

Contingency
New Construction 83,500 $ 675 $ 56,400,000 25% $ 14,100,000 $ 70,500,000
Sitework $ 2,300,000 25% $ 600,000 $ 2,900,000
Renovation of Existing Facility 62,000 $ 250 $ 15,500,000 25% $ 3,900,000 $ 19,400,000
Total Cost (Rounded) $ 74,200,000 $ 18,600,000 $ 92,800,000

Source: Convergence Design
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New Build Concept

The concept to the right, developed by Convergence Design, shows
the proposed layout of the convention center under a new build
scenario. As a new build site has yet to be identified, the layout is site

agnostic, assuming an unencumbered available block. The juntor
convention center at this layout would require 5 acres, and an 1b62?(||fr00m
S

additional 2 acres for the HQ hotel.

This facility would encompass two floors, with the first floor for
90,000 SF of exhibit space and 14,000 SF of meeting rooms, and
the second floor to include a 32,000 SF grand ballroom, 16,000
SF junior ballroom, and remaining 34,000 SF of meeting rooms
totaling 48,000 SF.

Ideally a 500-key HQ hotel with its own respective function space
totaling 37,500 SF would be directly connected to the convention
center, as shown in the concept plan.

Total estimated costs (hard and soft costs) for the new build of
the convention center are estimated at approximately $315
million. Total estimated costs for the HQ hotel equate to $225
million. Combined, the new convention center and HQ hotel is
estimated to cost approximately $540 million. As a site has not
been identified, this does not include potential land acquisition costs
or any cost of additional parking needed due to a deficiency in
nearby parking supply.
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Durham Convention Center - New Build Cost Estimates

SF Cost PSF

Fees, FF&E,

Hard Costs .
Contingency

Soft Costs

Total Costs

New Construction
Sitework

402,900 $

600 $ 241,800,000

25%

$ 10,000,000 25% $

$ 60,500,000 $ 302,300,000

2,500,000 $ 12,500,000

Total Cost (Rounded)

Source: Convergence Design

$ 251,800,000

$ 63,000,000 $ 314,800,000
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Meeting / Event Sizes

The graphs to the right display total attendance and peak room data
for events held in North Carolina from 2019-23, drawn from the
Mint+ meetings and group business database.

Approximately 85 percent of all events had total attendance
less than 2,000 and 72 percent of all events had total
attendance less than 1,000. The proposed new grand ballroom
space would be able to accommodate up to 2,000 people banquet
style with the larger exhibit space being able to host larger events.

Approximately 82 percent of these events also required less
than 500 peak rooms. With the proposed 500-room HQ hotel, the
DCC'’s walkable hotel supply alone would total 1,076 rooms,
assuming a new build is constructed near the current facility.

partners

250

200

150

100

50

North Carolina 2019-23 Number of Events by Total Attendance

250

200

150

100

50

0

0-100 101-200 201-300 301-400 401-500 501-600 601-700 701-800 801-900 901-1000 1001+

hunden.com | © 2025 Hunden 9



Lost Business

Discover Durham provided lost business reports for
convention center events lost due to size restraints in
the area. This data is a good indicator of groups that
would not fit due to the DCC’s capacity of its largest
spaces. The median size of these events had 1,000
total attendees and 374 peak rooms.

Out of these events from 2019-24, 78 percent had
less than 2,000 in estimated attendees. 65 percent
required less than 500 peak rooms.

In total, known lost business due to size constraints
from 2019-24 total 46 events with approximately

71,000 attendees and 67,000 total room nights lost.

It is estimated that approximately $27 million in
economic impacts were lost due to not being able to
host these events in Durham.

Given its lack of the ideal type and amount of function
spaces, actual lost business is much more significant
because of the DCC'’s current inability to attract larger
groups.

partners
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Economic
Impact

hunden.com | © 2025 Hunden 10



NC Function Space Comparison

North Carolina Convention Center Size Comparison
| Total Exhibit Space Total Ballroom Space Total Meeting Space

The graph to the right shows the function 500,000
space of North Carolina convention facilities in

450,000
relation to the Durham Convention Center.

400,000

The average total exhibit, ballroom, and

meeting space between the competitive 350,000
facilities is higher than what the DCC currently
offers. DCC is closest in total ballroom
square feet to the average ballroom square 250,000
feet of the comparable facilities. However, 200,000
the DCC does not have any exhibit space,

N

and limited meeting rooms. 150,000 Q

As shown by the hatched area, a new build of 100,000 I &
I H =

300,000

the DCC would put the facility above other 50,000
state facilities with the exception of
Charlotte and Raleigh. Though an expansion
connected to or on the existing site would
more than double the amount of current
function space available, this would still , N ,
amount topless function space available in Posterparsion NN Postrew bl
Greensboro, Concord, and Winston-Salem,

despite an increased population in the MSA.

0
Charlotte Raleigh Greensboro Concord Winston-Salem Wilmington Greenville Durham

MSA Population 2,798,267 1,516,997 787,402 2,798,267 688,850 299,289 172,847 672,698
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NC Convention Center Supply

% m 16 hotel

E 2 148,000 SF 105,000 SF 36,000 SF 27,000 SF rooms per

u 5 Function Exhibit Ballroom Meeting 1,000 SF of

- % Space Space Space Rooms (22) Exhibit

O Space
o 12 hotel
3 186,000 SF 90,000 SF 48,000 SF 43'228:': rooms per
S Function Exhibit Ballroom Roomél 1,000 SF
o Space Space Space of Exhibit

(30)

Space

Convention facilities in North Carolina, in addition to area hotels, are what the DCC most often has lost business to historically. Compared to its total
size, the DCC has sufficient ballroom space, but has no exhibit space and limited breakout rooms. There is a trend in groups desiring more larger flex
ballroom and breakout spaces rather than traditional exhibit halls. The recommended new build program provides the opportunity for a divisible grand
and junior ballroom and a mix of larger and smaller divisible meeting rooms.

The ideal metric of walkable hotel rooms is 15 hotel rooms per 1,000 square feet of exhibit space. Under a new build scenario, a 90,000 SF exhibit hall
would then ideally have 1,350 walkable hotel rooms. The recommended 500-key HQ hotel, combined with the DCC’s existing 576 walkable hotel
rooms would equate to 1,076 rooms, or 12 rooms per 1,000 SF of exhibit space, equal to Charlotte’s current metric of walkable hotel supply. Even
with Raleigh’s proposed new 550-room Omni hotel, this would only increase its walkable hotels to just 7.5 rooms per 1,000 SF of exhibit space.

partners hunden.com | © 2025 Hunden 12



Impact on Other Hotels

Hunden recently conducted an exhaustive analysis on
over 14 convention markets that did and did not
introduce a convention headquarters hotel to determine
how rates, occupancies, and RevPAR (a product of
occupancy and rate) changed.

Hunden conducted this analysis for not only the Primary
competitive set of walkable hotels around the
convention center, but for a Secondary set of hotels that
are lower guality, older, and/or farther away (up to three
miles), to understand how compression from new
business helps or hurts these properties.

The results are impressive and show positive
impacts for both the Primary and Secondary sets of
hotels, with similar benefits to the both sets of
hotels.

partners

Performance of Primary & Secondary Hotel Sets
10 Years Before & After Introduction of a Convention Headquarters Hotel

ADR - Average Annual Growth Rate

Performance Performance After 10-Year Cumulative
Before HQ Hotel HQ Hotel Annual Difference Diff
A - Primary Set 2.4% 2.9% 0.4% 4.2%
B - Secondary Set 2.9% 3.4% 0.6% 5.9%
Occupancy - Average Annual Growth Rate
Performance Performance After 10-Year Cumulative
Before HQ Hotel HQ Hotel Annual Difference Diff
A - Primary Set 0.4% 1.4% 0.9% 9.3%
B - Secondary Set 0.1% 0.9% 0.9% 8.9%
RevPAR - Average Annual Growth Rate
Performance Performance After 10-Year Cumulative
Before HQ Hotel HQ Hotel Annual Difference Diff
A - Primary Set 3.0% 4.6% 1.6% 15.8%
B - Secondary Set 3.3% 4.8% 1.5% 14.6%

Source: STR, Hunden Partners
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Convention Center
Events & Attendance

The table to the right outlines the projected . . . .

events and attendance for the convention Stabilized Convention Center Projections (Year 5)

center at its current foo_tprlnt as well as the

expansion and new build scenarios. Current Expansion New Build
At its current state or even with an interior .

renovation, without addressing the total Exhibit 0 30,000 90,000
amount and type of space available at the

DCC, the facility will likely not be able to Ballroom 26,969 26,969 48,000
increase performance and associated impacts .

significantly g Meeting Rooms 4,766 15,766 48,000
Though total event days do not increase Total 31,735 72,735 186,000
significantly under the expansion, itis the mix

and type of business that changes with Total Events 152 183 301
additional exhibit space and meeting rooms

that have a more material impact on demand Total Event Days 304 316 418
and performance.

The increase in function space and flexibility Total Event Attendance 46’050 64’275 184’450
of its spaces and divisions under a new build

provides the opportunity for the DCC to host Source: Hunden Partners

significantly more events throughout the year,

resulting in much higher visitation and
impacts.
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Convention Center
Proforma

The table to the right outlines the
operating proforma for the convention
center under the three scenarios.

Under the current footprint, it is projected
the DCC would be able to increase events
hosted only marginally, but still reduce
annual operating losses.

Most revenues and expenses are
increased based on the increase in
function space under the scenarios or
based on estimated space utilization and
per event and per cap spending for
attendees.

It is expected that under all scenarios,
there would be some annual operating
losses that would need to be
subsidized.

For comparison, in FY 2023, the DCC had
an operating loss of over $300,000.

partners

Stabilized Convention Center Projections - Year 5 (000s)

Current  Expansion New Build
Net Revenues
Facility Rent $829 $1,116 $2,530
Food & Beverage $960 $1,246 $3,202
Equipment & A/V $409 $522 $1,308
Service Income ($47) $87 $218
Parking $4 $4 $698
Advertising & Sponsorship $0 $28 $141
Other $4 $90 $243
Total $2,158 $3,093 $8,340
Expenses
Salaries, Wages & Benefits $1,365 $1,840 $2,484
Contracted Services $154 $231 $867
General & Admin $55 $83 $312
Utllities $241 $361 $1,359
Repairs & Maintenance $102 $153 $574
Equipment $123 $184 $693
Supplies $95 $142 $535
Insurance $82 $123 $464
Advertising & Other $4 $113 $506
Reserves $0 $155 $417
Management Fee $130 $141 $338
Other $0 $62 $500
Total $2,351 $3,587 $9,051
Net Operating Income ($193) ($495) ($711)

Source: Hunden Partners
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CO n V en t I O n Ce n ter Convention Center Cost/ Benefit Analysis
CO S tS & I aCtS Current Expansion New Build
p Total Function Space 31,735 72,735 186,000
New Construction $ - § 70,500,000 $ 302,300,000
Sitework $ - § 2,900,000 $ 12,500,000
The table to the right outlines the estimated convention Total $ - § 73,400,000 $ 314,800,000
center costs and estimated net new impacts for the three
scenarios over 30 years. These cost estimates do not New Gross Square Feet - 83,500 402,900
include the cost of land or parking for the new build, as a Cost PSF -9 879 § 781
development site has not been selected to determine : - .
potential land acquisition costs or additional parking needed Renovation of Existing Facility - § 19,400,000 § )
based on nearby available parking supply. Total Cost* - $ 92,800,000 $ 314,800,000
Under both the current and expansion scenario, a lack Net New Impacts - 30 Years
of or'l|m|te$| Thcrte?hse? in I§tpace m|n|m|zct=; the potential Spending (000s) $64.802 $445 549 $3.036,829
new impacts that the facility can generate. Eamings (000s) $29,461 $201,869  $1,367,280
A competitively-sized new convention center would be able Jobs 12 87 589
to generate significantly higher events and attendance,
leading to increased on and off-site spending and sales Net New Taxes
taxes. County Sales Taxes (000s) $1,136 $7,811 $53,221
. . . County Hotel Taxes (000s) - to Discover Durham $1,107 $5,413 $47,359
Assuming the recommended HQ hotel is built to be able to Totaly (000s) §2,243 $13.224 $100 579
accommodate room night demand from larger events, the ’ ’ ’
new build of the convention center is also projected to Net New Annual Room Nights (Stabilized) 2,148 10,501 77,757
generate a significant number of new hotel room nights
and associated taxes. Construction Cost (000s) - $92,800 $314,800
- 0 0
County sales and hotel taxes generated by the new build are County Taxes Generated / Cost 14% 32%
pro_jected to amount to a much higher percentage of *Not including cost of land or parking
est|ma§ed development costs compared to the other two Source: Hunden Partners
scenarios.

partners hunden.com | © 2025 Hunden 16



Hotel Projections

The tables to the right show the estimated 500-key HQ
hotel performance and impacts on the local competitive set
of hotels.

While during the ramp-up of the new convention center and
absorption of the HQ hotel, occupancy is projected to
decrease, stabilized occupancy for the local competitive
set of hotels is projected to increase above 2022 levels
by approximately seven percent. Average daily rate
(ADR) is also expected to increase over this period, leading
to a significant lift in RevPAR (a product of occupancy and
rate) for the competitive set. Year 1 RevPAR for the
competitive set is also projected to be higher than 2022
despite temporarily reduced occupancies.

The HQ hotel is projected to operate at a 33 percent
operating margin, leading to an estimated financing gap
of approximately $101 million, equating to 45 percent of
the estimated costs to develop the hotel. Cost to
develop the hotel is estimated at $450,000 / key, or $225
million in total.

partners

Stabilized Hotel Projections (Year 5)

Comp Set

HQ Hotel Comp Set (2022)

Occupancy 75% 73% 66%
ADR $ 245 § 22119 170
RevPAR $ 183 § 161 $ 112

Source: Hunden Partners, STR

Year 5 (000s)

Revenues $
Expenses $
Net Operating Income $
Operating Margin

Construction Cost $
Supportable Financing $
Financing Gap $

Gap %

Source: Hunden Partners

HQ Hotel Stabilized Projections -

42,320
28,506
13,814

33%

225,000
124,300
100,700

45%
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Summary of Impacts

The table to the right outlines the summary of
combined net new impacts from the new
convention center and 500-key HQ hotel.

Total net new spending is estimated at $5.1
billion over 30 years, with approximately
$2.3 billion in net new earnings, supporting
approximately 1,112 new full-time
equivalent jobs.

County hotel and sales taxes over the 30-year
period are estimated at approximately $176
million. Within the next three years, Discover
Durham will be allocated 100 percent of
County hotel taxes, which is estimated at
approximately $86.7 million over this
period. Hotel property taxes are estimated
at over $82 million. These local taxes could
potentially help fill the HQ hotel financing gap.

$1.8 million in County sales taxes are
estimated from the construction of the facilities,
generating approximately 4,300 temporary jobs
in the market.

partners

Construction Impact- CC & HQ Hotel

Development Cost (millions)

Labor (60%) $323.9
Materials (40%) $215.9
Total $539.8
Construction Jobs 4,318
% Materials in County 30%

Taxes Generated (millions)
County Sales Tax $1.8

Source: Hunden Partners

30-Yr. Summary of Impacts - CC & HQ Hotel

Net New Spending
Direct
Indirect
Induced
Total

Net New Earnings
From Direct
From Indirect
From Induced
Total

Net New FTE Jobs
From Direct
From Indirect
From Induced
Total

County Taxes
Hotel Tax (6%) - to Discover Durham
Sales Tax (2.75%)
Total

City Taxes
Property Tax (Hotel)
Total

Source: Hunden Partners

(millions)
$3,253
$1,246

$594

$5,093

(millions)
$1,383
$593
$302

$2,278

Actual
701
274
137

1,112

(millions)
$86.7
$89.5

$176.2

$82.5

$82.5
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Recommended Scenario — New Build

partners

At its current state or even with an interior renovation, the facility will likely not be able accommodate significant additional

demand. The facility is already outperforming comparably-sized venues, with limited availability to expand on its
current event load.

While a convention center expansion addresses the current lack of exhibit and breakout space at the DCC, it only provides
the minimum amount of exhibit space needed for a facility of this type, and does not allow for ideal circulation and synergy
between functional areas. This scenario would also take up current DPLEX plaza and gathering space. A new build
scenario will help elevate the DCC as a much more competitive venue in the region with rightly-sized spaces
comparable to regional facilities.

The amount of space recommended would allow Durham to compete directly with larger state and regional
convention centers, with sufficient space to act as a dual-piston engine to be able to host simultaneous large
events. This amount of space would also be able to accommodate most events held historically in the state, as well as
recapture prior lost business to Durham.

A new build scenario also allows for a connected HQ hotel, providing room blocks required to attract and accommodate
larger groups and events. The convention center is projected to not only generate strong HQ hotel performance, but
also lift the performance of other Durham hotels.

Estimated new local taxes generated by a new convention center and HQ hotel could aid in funding the estimated
funding gap for the construction of the HQ hotel.
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213 W. INSTITUTE PLACE,
SUITE 707, CHICAGO, IL 60610

312.643.2500

WWW.HUNDEN.COM

Hunden Partners is a full-service real estate development
advisory practice specializing in destination assets.

With professionals in Chicago, New York, Dallas and
Minneapolis, Hunden provides a variety of services for all
stages of destination development in:

» Real Estate Market & Financial Feasibility

= Economic, Fiscal & Employment Impact Analysis (Cost/Benefit)
» Organizational Development

= Public Incentive Analysis

= Economic and Tourism Policy/Legislation Consulting

» Research & Statistical Analysis

= Developer Solicitation & Selection

The firm and its principal have performed more than 1,000 studies over the
past 28 years, with more than $20 billion in built, successful projects.
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