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TRANSMITTAL LETTER



C.H. JoHNSON CONSULTING, INC.

EXPERTS IN CONVENTION, SPORT AND REAL ESTATE CONSULTING

May 17, 2005

Dan Quandt

South Padre Island CVB

7355 Padre Blvd.

South Padre Island, TX 78597

Dear Mr. Quandt:

Pursuant to our contract with the South Padre Island Convention and Visitors
Bureau (SPICVB), C.H. Johnson Consulting, Inc. (Johnson Consulting) in
conjunction with Thompson, Ventulett, Stainback and Associates (TVS&A)
prepared a feasibility study and master plan study for the South Padre Island
Convention Center (Convention Centre). The plan includes a market analysis,
historical demand and financial operating review, facilities master plan, demand
and operating projections, and strategic expansion recommendations. The attached
report explains the methods used to conduct this evaluation and discusses the
results.

Operating estimates and costs analysis presented in this study are based on trends,
assumptions, and current market factors, which usually result in differences
between the projected results and actual performance. As events and circumstances
often do not occur as expected, those differences may be material. Capital and
construction costs presented herein are initial estimates about a hypothetical project,
based on prevailing cost. Actual costs will vary based on decisions made by the
Authority, changes in market conditions, materials costs, or other factors.

Johnson Consulting has no responsibility to update this report for events and
circumstances that occur after the date of this report. The findings presented herein
reflect analysis of primary and secondary sources of information. Johnson
Consulting and TVS&A utilized sources deemed to be reliable but cannot guarantee
their accuracy.

We have enjoyed serving you on this engagement and look forward to providing
you with continuing service.

Sincerely yours,
DRAFT

C.H. Johnson Consulting, Inc.

Attachment

6 East Monroe St. ¢ 5" Floor » Chicago, Hlinois 60603 « Phone: 312.444.1031 « Fax 312.444.1125
www.chjc.com e info@chjc.com



IIl. INTRODUCTION AND EXECUTIVE SUMMARY



C.H. JOHNSON CONSULTING, INC.

EXPERTS IN CONVENTION, SPORT AND REAL ESTATE CONSULTING

INTRODUCTION

The South Padre Island Convention and Visitors Bureau (SPICVB) engaged C.H.
Johnson Consulting, Inc. (Johnson Consulting) to conduct an evaluation of the
South Padre Island Convention Centre (Convention Centre) as well as the state of
the overall convention product. Opened in 1992, the Convention Centre is a
multipurpose building located at the north end of South Padre Island, Texas. The
Convention Centre, which includes an exhibit hall and banquet hall, is the largest
events site in South Padre Island.

The elements of this evaluation include:

= A review of the Convention Centre’s role in the future development of South
Padre Island,

* A market analysis to review the Convention Centre’s capacity to meet
demand for public, private, and civic use,

* An assessment of South Padre Island’s ability to support expanded exhibit
and meeting space, as well as specific facility amenities,

= A review of amenities required to support an expanded convention center,
including hotel inventory, a potential amphitheater, and other uses, and

* A review of the Convention Centre’s relationships with organizations such
as the South Padre Island Convention and Visitors Bureau.

This report presents the results of the evaluation and outlines recommendations in
regard to operations and the appropriate facility for the South Padre Island
marketplace. It also estimates economic impact and discusses the challenges and
opportunities associated with the potential improvement and expansion of the
Convention Centre. This report should be read concurrently and used in its entirety
as each element of the analysis builds on information presented in successive
sections. The contents of this report are organized as follows:

= Section 1 - Report Letter.

* Section 2 - Introduction, Methodology Review, and Executive Summary &
Recommendations.

= Section 3 - Market Analysis. Presents an economic and demographic
overview of the local market, as defined by the Brownsville-Harlingen-San
Benito Metropolitan Statistical Area. The information in this section is an
essential component in understanding the economic and market framework
that supports the Convention Centre.

South Padre Island, Texas DRAFT Section 2 Page 1
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* Section 4 - presents an overview of trends and factors in the convention and
meetings industry that may impact the development and performance of a
facility in South Padre Island. In addition, this section, summarizes analyses
of the existing facility’s operations, as well as convention, conference,
meeting, and hotel facilities in Texas markets and provides implications for
South Padre Island. It also summarizes a study of South Padre Island
tourism, a survey of Texas meeting planners, and our interviews and
observations with stakeholders of the Convention Centre.

* Section 5 - discusses the amphitheater and concert market and the potential
for South Padre Island to support such a development.

* Section 6 - reviews product features, site characteristics, and other factors
that are critical to the success of a convention/conference center.
Subsequently, a recommended building program is presented for an
expanded facility in South Padre Island as well as an initial estimate of costs.
In addition, a recommendation for the potential governance and
management option is provided.

* Section 7 - contains profiles of comparable facilities and markets in the US
that have or are constructing convention and related hotel facilities.

* Section 8 - presents a projection of demand and operating statistics for the
expanded convention center, as well as hotel room night generation by the
expanded facility.

* Section 9 - contains a review and discussion of the US and South Padre
Island hotel market, as well as an analysis of the competitive set of hotels for
a convention hotel in South Padre Island.

* Section 10 - presents profiles of the proximate hotel and destination appeal
in six competitive Texas markets and provides implications for South Padre
Island’s success.

» Section 11 - makes recommendations for the potential headquarter hotel and
projects occupancy and rate characteristics of the proposed hotel.

» Section 12 - presents an analysis of economic impact for the expanded
facility.
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About the Authors

C.H. Johnson Consulting is a nationally-recognized real estate and economic
development consulting firm with extensive experience in the development of
public assembly facilities such as conference centers, convention centers, hotels, and
other multi-purpose facilities. Johnson Consulting served as the engagement
manager for this project and conducted the market study, operations analysis,
competitive positioning analysis, hotel market review, prepared the demand and
operating projections, and provided general strategic advisory services.

TVS&A is an Atlanta-based architectural firm that is highly respected for its
planning and design of convention centers and was selected by the American
Institute of Architects as the 2002 National Firm of the Year. Johnson Consulting has
worked with TVS&A on numerous projects including the San Juan Convention
Center and the Overland Park Convention Center and Hotel. We are currently
working together in Corpus Christi on the Bayfront Masterplan project. In addition,
TVS&A is involved in the American Bank Center expansion and arena projects now
under construction in Corpus Christi.

METHODOLOGY

In order to complete its assessment and recommendations concerning the South
Padre Island Convention Centre, Johnson Consulting performed the following
tasks:

* Analyzed economic and demographic characteristics of the metropolitan
area, such as population, employment, and corporate presence,

* Toured the facility and met with the personnel responsible for its operation,

» Reviewed the operations of the Convention Centre and evaluated
management practices,

* Analyzed current and expected future trends in the meetings and
convention industries,

* Met with and interviewed local and regional event promoters and others in
the meetings, hospitality, and entertainment industries,

= Reviewed documentation regarding recent and development efforts and
interviewed local planning officials,

* Interviewed local business leaders and economic development officials,

* Interviewed South Padre Island governmental officials and other civic
stakeholders,

South Padre Island, Texas DRAFT Section 2 Page 3
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Surveyed and interviewed area businesses and organizations to assess the
market for an expanded Convention Centre and gauge interest in facility
features such as exhibit space,

Interviewed current and potential facility users on their thoughts about the
facility and local market,

Developed case studies on comparable facilities and markets,

Analyzed the market’s ability to support an expanded facility and additional
exhibition space relative to other facilities in the marketplace,

Recommended facility operation and program improvements and additions
for the Convention Centre,

Prepared a financial model and projections regarding the expanded facility’s
future operating revenues, expenses, and demand schedule, and

Estimated current and future economic and fiscal impacts related to the
construction and continuing operation of an expanded Convention Centre.

EXECUTIVE SUMMARY

The following are conclusions and recommendations associated with our analysis.

South Padre Island (the Island) has a unique market appeal that could be
better leveraged. The Island has developed into a well-known destination
throughout the US and Mexico over the last 15 years. Yet the supporting
infrastructure has not kept pace. The Convention Centre, while appropriate
perhaps when built, has become outmoded and lacks certain amenities and
back-of-house components necessary for a competitive marketplace. The
Island’s hotel stock has not been markedly improved in 20 years and in fact,
many of the larger hotels have begun to show their age.

There has been a decline in convention activity on the Island over the last
several years and this is not believed due solely to the recession in the travel
industry from 2001 - 2003. Instead, our results show that groups have either
outgrown the facility or simply are demanding better quality facilities with
quality full-service hotels in the package. South Padre Island has not kept
pace in either category. We also believe that lack of coordination or
cooperation between the major hotels could be exacerbating the issue. A
stronger relationship between the CVB and the hotel community is
imperative for this cooperation and proper coordination.

Skepticism amongst the hotel community and toward the CVB hampers
success. Our interviews with hoteliers shows that there is a feeling prevalent
among some of the competitive full-service hoteliers that the CVB could do a
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better job of making better marketing choices, maximizing resources and
providing equal opportunity to all players in the marketing process. We
hasten to add that these are stakeholder feelings and not facts provable by
our firm. There is also a sense that complaining may fall on deaf ears within
the community, due to perceived close relationships between city officials
and those involved at the Convention Centre and/or CVB. While these
concerns may or may not be accurate, the reality is such perceptions only
hinder marketing South Padre Island as a destination.

» A dedicated convention/tourism authority structure should be formed
that (1) operates as a separate entity from the City (with three equal
appointments knowledgeable about the industry made by city elected
officials and the hotel community plus the city manager), (2) is charged with
disbursing the hotel/motel tax to tourism capital projects, the Convention
Centre, and the CVB, (3) and contracts directly with dedicated Convention
Centre management, the CVB for their services, and an exclusive caterer for
the Centre. While the details require further discussion, this in our
experience provides the most responsive, responsible and effective
governance structure and ensures cooperation amongst the key components
of the Island’s top industry.

* Monthly meetings between major hoteliers, the CVB, the Convention
Centre management (as proposed), and the authority and/or city manager
should be strengthened. Working together as a team, yet with a competitive
spirit, is the best way to maximize business to the island. Currently, not all
key general managers regularly appear at these meetings. Their attendance,
along with their sales teams, should be encouraged.

= Transportation and access to the Island, long a challenge, is exacerbated
by lack of continuous shuttle service from the three area airports to the
hotels. Most destinations have worked out cooperative shuttling amongst
major hotels. Once on the Island, due to its linear nature, a shuttle running
the length of Padre Boulevard would help connect tourists and meeting
attendees to the Island’s assets, alleviate some traffic, and provide a guard
against drunk driving. The benefits of such a strategy on the Island should
be considered.

= The small town atmosphere inhibits change. Because much of the Island
was developed and governed by those who have been present for many
years, there is a sense by newer stakeholders that they have less of a voice.
While the new city manager has helped mitigate this, more open dialogue
between parties is needed to compete as a group, not against one another.
The suggested changes should help build trust.

South Padre Island, Texas DRAFT Section 2 Page 6
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The Convention Centre operation could be improved with dedicated
management. It is exceedingly rare that CVBs and convention centers are
run by the same people. It is not rare to have the CVB and Convention
Centre run by the same authority or board, or even to share some sales staff.
The reason actual operating and sales functions are separate in most
communities is due to the level of expertise necessary to perform these
functions well. Managing buildings is a full-time job. We recommend the
hiring of either a private operator or hiring a general manager to run the
Convention Centre. This person/firm should report to an authority or
board, just as the CVB should. We do not recommend this be a city
department, but a dedicated authority, as discussed above.

The Convention Centre should have exclusive catering via one provider.
This will allow for better review of quality standards, focus on customer
service, and improved care for the kitchen and catering areas of the building.
This is especially true with the addition of a ballroom. It will also provide an
incentive for the winning bidder, of which there are many locally- and
nationally-qualified companies, to invest hard dollars in the renovated and
expanded kitchen.

The Convention Centre building is missing certain components and
should be improved. We do not believe there is a significant need for a
massive exhibit hall expansion, but many groups have outgrown the Centre
and 30,000 square feet is considered the minimum exhibit hall size in the
industry today. More pressing, however, is the lack of a ballroom. This void
inhibits the building’s ability to attract events. We have recommended the
following;:

® Addition of a 12,000-square foot ballroom adjacent to the exhibit hall.

= Expansion of the exhibit hall to 30,000 square feet. This assumes the
new ballroom can be made part of the exhibit hall if necessary,
increasing total flat floor space to 42,000 square feet. The design of
the exhibit hall should consider civic, entertainment and sports uses,
which may require greater ceiling heights than are typical.

= Addition of 5,000 square feet of breakout meeting rooms.

* Elimination of many of the tourism offices onsite, save for
convention sales offices shared with Centre management.
Conversion of these into meeting rooms maximizes the building.

= Improvement of all systems, especially HVAC. Improved finishes
and amenities.

® Addition of a 300-room full-service group resort hotel onsite.
Estimated cost of $60 million (to be discussed later in this report).
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= Physical and/or visual connections from both the hotel and
Convention Centre to the Birding Center.

= Potential small scale amphitheater with seating for 2,000 under cover
and 5,000 on the lawn/sand. This deserves further study, as the
economics are tenuous. In addition, environmental issues (tidal flats)
will add cost and time to project.

* Reconfigured and expanded parking. With the amphitheater,
structured parking will be required.

The Island does not provide a compelling hotel package and should work
to develop one. The lack of branded hotels, full-service hotels, hotels with
function space, and hotels within walking distance of the Convention Centre
all present challenges to the maturing of this destination. We recommend
the addition of a 300-room full-service convention hotel onsite with in-house
function space, attached via walkway to the Convention Centre and parking.
The hotel could also sit aside or atop the Centre to enhance views and
proximity. In today’s market, a convention center should not be allowed to
be built without a headquarter hotel. This will require public inducements
and a discussion of these can follow in a separate analysis.

The Island lacks entertainment and has no existing plan or district for
such activity. We have studied the option of developing an outdoor
amphitheater adjacent to the Convention Centre. This market for such a use
is difficult, especially in a seasonal and small market getaway like South
Padre Island. While this would be an additional appeal for the Island and
provide an opportunity for entertainment, it should not be viewed as a
money making venture. The amphitheater industry is going through much
difficulty and even if the venue is provided free, promoters have a difficult
time making money. Therefore, if anything, we recommend developing only
the most modest venue.

A restaurant, retail and entertainment district could be designed into the
site, creating a stronger package and adding depth to the Island’s
offerings. Examples of such successful districts can be found in downtown
Louisville, Baltimore, and at the new Hard Rock Hollywood Casino in
Florida. Our firm is currently working to help similar efforts in Milwaukee
and Kansas City.

South Padre Island’s resort status would be enhanced with a stronger golf
package. Golfers are dedicated to their sport and demand superior quality
via multiple championship courses during their stay. Myrtle Beach and
Hilton Head Island have leveraged this to great success. In the absence of
quality product in the region, the newly-created authority could induce the
development of such courses off the island.
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= Other entertainment options are possible. Entertainment, nightclub, and
restaurant/ retail districts have been developed in certain destinations and
have enhanced their destination appeal. Examples include Louisville,
Baltimore, and Kansas City (under construction). The development of such a
district should be studied in more depth.

South Padre Island has the opportunity to improve the governance, operation,
marketing, cooperation and physical offerings in its convention infrastructure. Our
firm has recommended specific actions for each that will position the Island to gain
prestige as a destination and maximize its business model.
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TOURISM AND GENERAL MARKET AREA ANALYSIS

Local market area characteristics influence the demand potential for convention
centers and hotels. This section profiles the metropolitan area, and characteristics of
the area that affect the hotel and convention industry, and provides a brief overview
of the economic characteristics of the market.

Overview

The Town of South Padre Island, with a population of 2,422 people as of 2000, is
part of the one-county Brownsville-Harlingen-San Benito Metropolitan Statistical
Area (MSA). It is located approximately 30 miles northeast of Brownsville in
Cameron County in far southern Texas, the “Tropical Tip of Texas. Figure 3-1 shows
a map of the Town of South Padre Island in relation to the State and the U.S.

Figure 3-1

The Town of South Padre Island is located at the eastern edge of the MSA /County
on the Gulf of Mexico. Located on Padre Island, the Town is accessible by road from
the north by U.S. Routes 77 and 83 via State Route 100.
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Brief History

South Padre Island was originally used as a summer camp by Native Americans,
who came into frequent contact and conflict with Spanish shipwreck survivors who
were washed ashore during the peak of Spanish dominance of the area. A Catholic
missionary priest founded the first European settlement on the island in 1804,
Rancho Santa Cruz, where he raised cattle and horses.

In 1964, the Port Mansfield Gulf Channel was completed, permanently separating
South Padre Island from the rest of Padre Island. The Town of South Padre Island
was formerly incorporated in 1973. One year later, the 2.5 mile long Queen Isabella
Causeway, the longest bridge in Texas, was completed, which further spurred the
development of South Padre Island into a national tourist destination.

Tourism has been a part of the South Padre Island for over 100 years, primarily as a
destination for local residents. However, in the last forty years, with hotel and other
commercial development, the area has begun to draw tourists from across the U.S.
and Mexico, in addition to regional and local travelers. The major draw is the area’s
ocean-side location, with some of the most unspoiled and beautiful beaches in the
country. South Padre Island’s tropical location on the Gulf of Mexico offers strategic
advantages in terms of natural surroundings and climate, in comparison to other
points within the State.

Cameron County, which has South Padre Island as its tourism anchor, has enjoyed
above average population and economic growth over the last decade, which may
also represent an expanding user base for event activities.

Regional Access

Due to its location in the far southern tip of Texas, South Padre Island is accessible
by car, but not as readily as other destinations. However, this is not a detractor as
South Padre Island draws its visitors on a more regional and national basis than
from the immediate local area. Several airports are located within an hour drive
from South Padre Island. The environment and climate serve as the main draw for
South Padre Island, as opposed to a centralized location.

The only highway into South Padre Island is State Road 100, which is connected to
US. Route 77 to the north and U.S. Route 83 to the west. These highways allow for
easy access to the three major airports in the area, as well as other cities in south
Texas including McAllen and Corpus Christi.
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Airport Access

The South Padre Island area is serviced by three major airports all located within 75
miles of the Town. Brownsville South Padre Island International Airport is located
approximately 25 miles west of South Padre Island, which is served by one major
carrier and is lengthening its runway and adding a new terminal in the near future.
Located approximately 40 miles from South Padre Island in Harlingen, Valley
International Airport is serviced by two major and three smaller carriers, offering
over 30 flights daily. McAllen-Miller International Airport, located in McAllen,
approximately 75 miles west of South Padre Island, is serviced by three major
carriers. Some of the airlines that serve the South Padre Island area airports are:

*  American Airlines;

= Continental Airlines;

* Northwest Airlines; and
» Southwest Airlines.

Air access is a general challenge for South Padre Island (SPI) because three separate
airports have attempted to be the primary airport for the region and island. As such,
they have divided up air demand amongst carriers and kept any synergies from
allowing broader access through one airport. Additionally, from a tourist and
convention perspective, direct flights are very limited to these airports from most of
the U.S. and Mexico. As a result, travelers have multiple flights coming and going to
SP], which takes additional time and planning. As an example, coming to SPI from
New York would require a trip most likely on Continental to Houston (3 hours),
layover, and then onto McAllen (one hour), then a 45 minute drive. All told, a six
hour trip at minimum.

Economic and Demographic Overview

The following text and tables summarize important characteristics of the local
market, as defined by various geographical regions, such as the Town of South
Padre Island, Cameron County, and the Brownsville-Harlingen-San Benito MSA.
These characteristics will help to define the strength of the market and will support
the demand projections developed later in this report.

Population

A strong population base is important to the success and demand of a convention
center because a share of its users will be local residents, especially for consumer
shows and local meetings and banquets. However, in a community that is heavily
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tourism-oriented year round, local demand would help to alleviate some
seasonality that may exist and generate additional demand for weekdays.

Table 3-1 shows the population changes in the US., the State of Texas, the
Brownsville-Harlingen-San Benito MSA, Cameron County, and the Town of South
Padre Island from 1990 to 2003.

Table 3-1

Brownsville-Harlingen-San Benito, TX MSA, State and Regional Population and Growth Rates

Population 2::‘:::: Increase
1990 2000 2003 Rater |(Decrease)’
us 248,709,873 281,421,906 290,809,777 1.2% 16.9%
State of Texas 16,986,510 20,851,820 22,118,509 2.1% 30.2%
Brownsyville-Harlingen-San

Benito, TX MSA 260,120 336,227 363,092 2.6% 39.6%
Cameron County 260,120 335,227 363,092 2.6% 39.6%
Town of South Padre Island 1677 2,422 2,475 3.0% 47.6%
Town pop. as % of MSA pop. 1% 1% 1% - -

*From 1990 through 2003,
Source: US Census Bureau, Johnson Consuiting

The population growth for the MSA, County, and South Padre Island, from 1990 to
2003, were more than double that of the U.S. The total population of South Padre
Island has increased by almost 50 percent from 1990 to 2003, with Texas adding
over 5 million residents during the same period. However, the yearlong resident
population is still only 2,500. This swells during the warm months to approximately
20,000 people, as vacationers stay in hotels, timeshares, and second homes.

A portion of the seasonal population of South Padre Island is comprised of ‘Winter
Texans’. Winter Texans are what many refer to as ‘snowbirds’ in other parts of the
country. Simply put, they are retired or semi-retired citizens from other parts of the
U.S. and Canada, who spend the winter months in the Rio Grande Valley, including
South Padre Island. Much of the success of the area can be attributed to these
seniors who either fly or drive (most in a variety of recreational vehicles) to the
valley. Many end up investing in permanent residences here due to the climate, low
cost of living, and easy access to Mexico, which provides prescription drugs for
sometimes just 10% compared to the cost in the US.

It is estimated that there are 100,000 to 125,000 Winter Texans annually in the
region, usually staying in RV or Mobile Home parks. 92 percent of Winter Texans
are retired couples, while the balance are mostly single widowed women. 70
percent of Winter Texans come from the Midwest and of the remaining amount 12
percent from western states and 6 percent from northeastern or southeastern states.
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Income and Employment

The depth and strength of a market’s employment base and income levels are
strong indicators of its potential ability to support a convention center. In general,
higher income levels lead to greater amounts of disposable income, which can be
spent on non-essential items such as recreation and entertainment (at events such as
concerts, consumer shows, trade shows, and banquets). Markets with more wealth
also tend to be attractive regionally and nationally for tourism such as conventions
and trade shows as the likelihood of quality facilities is directly tied to the capacity
of the public sector to provide amenities to support quality of life locally and
economic growth regionally. Indicators of a market’s overall wealth and growth can
include trends in its income and employment.

A healthy and diversified economy provides not only employment and disposable
income for a market's residents, helps to insulate an area from economic
downturns. Markets that have historically relied on one sector, such as
manufacturing, have often had difficulty recovering from market shifts to other
sectors, which led to an overall loss of local income and employment. This situation
will often lead to declining population trends, as residents move to other areas with
better opportunities. Tourism markets are more susceptible to such changes as the
economy is entirely dependent on the well-being of the surrounding economies
from which it draws its tourists.

Table 3-2 summarizes the historical growth in income and employment in the MSA
from 1975 through 2002, based on the latest date provided by the Bureau of
Economic Analysis.
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Table 3-2
Brownsville-Harlingen-San Benito, TX MSA Income and
Employment
Ve Personal Income* Total Employment
($Miilions) | % Change (000’s) % Change

1975 6318 - 65.0 -
1980 1,206.8 13.8% 81.9 4.7%
1985 1,888.6 9.4% 85.5 0.9%
1990 25788 6.4% 99.4 3.1%
1991 2,779.9 7.8% 102.0 2.6%
1992 3,083.8 10.9% 105.4 3.3%
1993 3,343.0 8.4% 110.6 4.9%
1994 3,562.9 6.6% 116.3 5.2%
1995 3,702.7 3.9% 118.7 2.0%
1996 39085 56% 1221 2.9%
1997 41775 6.9% 125.5 2.8%
1998 4,468.2 7.0% 128.8 2.7%
1999 4,647.6 4.0% 133.7 3.8%
2000 5,023.1 8.1% 140.7 5.2%
2001 5,340.4 6.3% 143.8 2.2%
2002 5,697.0 6.7% 148.4 3.2%

Average Annual Change

1975-02 8.5% 3.1%

1993-02 6.1% 3.3%

ncome figures are not adjusted for inflation.

Source; Bureau of Economic Analysis

The MSA has experienced growth in income and employment throughout the time
period shown in the above table. Figures for 2003 through 2004 are not yet available.

Table 3-3 displays the MSA’s earnings by industry sector for each year between
2001 and 2002.
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Table 3-3
Brownsville-Harlingen-San Benito, TX Non-Farm
Earnings By Sector ($Millions)*
Sector 2001 2002
Construction and Utilities 142.2 143.9
Percent of Total 4.0% 38%
Manufacturing 383.5 378.8
Percent of Total 10.7% 9.9%
Transport and Warehousing 177.8 162.2
Percent of Total 5.0% 4.3%
Wholesale Trade 138.0 1406
Percent of Total 39% 3.7%
Retail Trade 328.5 346.1
Percent of Total 9.2% 9.1%
FIRE* 107.8 115.9
Percent of Total 3.0% 30%
Services 1,160.5 1,293.6
Percent of Total 32.4% 33.9%
Government 974.8 1,041.0
Percent of Total 27.2% 27.3%
Other 166.0 194 4
Percent of Total 4.6% 51%
Total 3,579.0 3,816.6
Percent Growth - 6.6%
*Eamings figures are not adjusted for inflation.
*Finance, Insurance and Real Estate
Souwrce: Bureau of Economic Analysis

From 2001 to 2002, the fastest growing sector of the economy was services. Services
also accounts for the largest sector of non-farm earnings at approximately 34
percent. All other sectors remained fairly stable or experienced slight decreases.
Overall non-farm earnings have increased by 6.6 percent from 2001 to 2002. In 2001,
the earnings data information was revised to a new format, preventing figures from
the two different formats from being readily comparable. As with income and
employment information, earnings information is not yet available for 2003 and
2004.

Income

Residents’ effective buying income also helps to demonstrate the amount of
disposable income that is available locally, as shown in Table 3-4.
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Table 34
Effective Buying Income (EBI) 2004
T Median % of Households by EBI Group
: otal EBI
Location 000.000) | Household ™ inder | $20,000- | $35,000 -
( ’ ) EBI 350,000 +
$20,000 | $34,999 | $49,999
Brownsville-Harlingen-
San Benito, TX MSA $3,682 $26,053 38.7% 26.3% 15.7% 19.3%
State of Texas $398,734 $37,554 23.4% 23.2% 18.3% 35.1%
United States $5,466,880 $38,201 22.4% 23.3% 19.0% 35.4%
Source: Sales and Marketing Managernent

As the table shows, the MSA had a total effective buying income (EBI) of $3.68
billion and a median household EBI of $26,053 in 2004. This is lower than the State
of Texas as a whole (and US.), primarily due to the large proportion of the
population who are seasonal service industry workers. Overall, the composition of
the market population is lower-wage workers.

Corporate Presence

The market in South Padre Island is driven by its tourist industry as demonstrated
by the area’s large employers. The majority of demand for event facilities will be
driven primarily by state and regional groups traveling to South Padre Island for
the amenities offered and the climate. Table 3-5 shows the largest employers in the
South Padre Island area, by number of employees.

South Padre island, Texas DRAFT
Convention Centre Master Plan

Section 3 Page 8



C.H. JOHNSON CONSULTING, INC.

EXPERTS IN CONVENTION, SPORT AND REAL ESTATE CONSULTING

Table 3-5
Largest Employers in the South Padre Island Area
Meini Industry # of Employees
Peak Off-Peak

Schiitterbahn Beach Water Park Recreation/Entertainment 350 80
Point Isabel independent School District* Education 350 350
Town of South Padre Island Government 226 126
Sheraton South Padre Island Beach Hotel Hospitality 225 135
Radisson Resort Hospitality 200 160
Blackbeard's Restaurant Restaurant 180 115
Bahia Mar Resort Hospitality 150 75
Louie's Backyard Restaurant 130 60
Holiday Inn Sunspree Resort Hospitality 125 85
Sea Ranch Enterprises Restaurants 90 70
*Located in nearby Port isabel

Source: South Padre Island Economic Development Corporation, Respective Employers, Johnson Consulting

Schlitterbahn Beach Water Park and Point Isabel Independent School District are the
top employers in the area with approximately 350 employees each. Point Isabel
Independent School District is also the largest non-seasonal employer. With the
exception of the Town of South Padre Island, all other major employers are centered
on the tourism industry and employ larger number of employees during the peak
tourism season.

A number of South Padre Island residents also depend upon Cameron County
businesses for employment. Table 3-6 displays a list of the top ten Cameron County
employers.

Table 3-6

Cameron County - Large Employers
Employer Type of Business
Brownsville ISD Public Education
Department of Homeland Security Govemment
Harlingen CISD Public Education
H-E-B Grocery Company Retail
San Benito ISD Public Education
Cameron County Govermnment
Texas Visiting Nurse Service Health Care
University of Texas-Brownsville/Texas . ]
Southmost College Higher Education
Valley Baptist Medical Center Health Care
Wal-Mart Retail
Source: Rio Grande Valley Partnership, Johnson Consulting
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Six of Cameron County’s ten largest employers are public entities with the
remaining private employers in the fields of either retail or health care.

Higher Education

The presence of colleges, universities, and educational institutions can serve not
only as a demand base for convention and entertainment centers, but also a source
of event demand. The number of college students in the area is important because it
represents a target audience for education-related events, such as assemblies,
graduations, and performances. University markets are obviously rich in these
resources and can have a profound impact on convention and conference center
performance if the quality level at the facilities meet university-related needs.

Table 3-7 displays the colleges in the Brownsville-Harlingen-San Benito MSA and
their respective student enrollment.

Table 3-7
Academic Institutions in Brownsville-Harlingen-San Benito, TX MSA
Institution Location Enroliment
University of Texas-Brownsville/Texas Southmost College Brownsville 10,000
Texas State Technical College-Harlingen Harlingen 4,000
Total Enroliment 14,000

Source: Respective colleges, Johnson Consulting

The largest school in the MSA is the University of Texas-Brownsville/Texas
Southmost College partnership with approximately 10,000 students. Texas State
Technical College has seven locations in Texas, including the campus in Harlingen
which has an enrollment of approximately 4,000 students. This is a low number of
college students in the region, but is typical for a region of its population base. We
would not expect colleges to have a material effect on the performance of any public
assembly facility in the region.

South Padre Island Convention and Event Facilities

Convention and event facilities in South Padre Island, Texas include the South
Padre Island Convention Centre and area hotels with meeting facilities.

South Padre Island Convention Centre

Constructed in 1992, the South Padre Island Convention Centre (Convention
Centre) is located approximately three miles north of downtown South Padre
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Island. The Convention Centre is a 45,000-square foot facility with approximately
500 parki