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For many years, tourism industry leaders have underscored the value of marketing to domestic and
international visitors to their respective stakeholders by referencing studies that tracked a variety of
statistics. Among them are independent surveys and studies highlighting historic and current details
about travel volume, global trends, industry segment information and Destination Marketing
Organization (DMO) ratios that compare investment to visitor spending. While these remain important
methods/tools to measure industry economic impact, they do not tell the whole story. What about
visitor-generated primary and secondary property tax payments, as well as operating taxes? In the
past, we have only been able to demonstrate hotel occupancy tax (HOT) performance. For example, in
2008 the City of Phoenix collected $36.6M in HOT from visitors staying at Phoenix hotels. As you will
learn below, this greatly understates the impact visitors have on governments and communities through
their use of hotel rooms.

In 2009, the Greater Phoenix Convention & Visitors Bureau (GPCVB) addressed that question. Like other
DMO’s in the visitor industry, the GPCVB held the notion that visitors make enormous contributions to
city and state coffers but more comprehensive data was needed. We surveyed City of Phoenix hotels
because hotels are the most visible of visitor products. The GPCVB survey asked for the following
calendar year 2008 payments: HOT, food and beverage/catering sales taxes, property taxes and all
other sales activity taxes (utilities, retail, audio visual/telecommunications) paid by these hotels.

It isimportant to note here that this data does not reveal the full economic impact of the industry to the
community as it does not address the off-site spending by visitors, nor does it address spending by hotel
employees or the hotels’ vendors.
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41 hotels, representing 45% of the hotel room inventory in the City of Phoenix, responded to the survey,
and the results are remarkable. Using the methodology in Exhibit A, the points below outline our
improved understanding of the direct tax contributions paid by City of Phoenix hotels:

*

Over $166M in combined property and sales taxes. This calculates to a gross tax yield per hotel
room of approximately $6,300.

Hotel property taxes yielded approximately 27% of this total, or approximately $45M. This
equates to $1,714 per room, which is nearly 9% greater than the median PHX household
property tax realized in approximately one-fourth of the square footage!

School districts received over $20M to build and operate facilities, and Maricopa Community
Colleges received over $4M.

A considerable portion of $46M in sales taxes paid to the state by these same hotels are by law
remitted back to the City of Phoenix.

Also not reported here are taxes remitted by hotel employees and suppliers through their
individual property taxes and retail spending. Itisimportant to remember that the visitor
industry employs, directly and indirectly, many residents throughout the state who, of course,
move the economy along through their own purchases, investments and tax payments.

This 2008 response data excludes the 1,000 room Sheraton Phoenix Downtown Hotel and other
new, smaller properties near the airport and in north Phoenix which were not open long enough
in 2008 to participate in the survey. This further ensures that these findings are conservative.
Again, these totals exclude visitor spending off-property (restaurants, retail, golf, entertainment,
etc.)

Visitor-related taxes are extremely efficient in their yield as visitors do not utilize most of the
local, public services that governments and schools provide.

This data makes it abundantly clear that visitor dollars are an even more vital component for local
governments and our community than previously realized. Visitors keep our taxes lower because they
help pay for the public services so many Phoenicians receive. While unnoticed by most, visitors
contribute to the building of our jails, roads and schools. They educate future generations of Arizonans.
Visitors keep a healthy percentage of us working, improve our quality of life and contribute to the
betterment of our communities.

The data collected by the GPCVB was reviewed by local hotel analysts Warnick & Company and has been
well-received by the visitor industry nationwide.
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Exhibit A

CASE STUDY

How The Visitor Industry Contributes to the Local Economy:
An Analysis of Phoenix Hotels' Property and Visitor-Related Taxes

EXTRAPOLATION METHODOLOGY
Using County Tax Records and 41 GPCVB Survey Responses

1. We grouped the 41 responding hotels by property classification (Resort, Full Service, Limited
Service) and determined average HOT (hotel occupancy tax), Property and “All Other” Sales
taxes (Food & Beverage, Catering, A/V, Meeting Room Rental, Retail, etc.) paid per room by
property. Next, we took the Smith Travel Research City of Phoenix hotel property census
(December 2008, 26,449 total rooms), and classified each property on that document as Resort,
Full Service or Limited Service. Using the census-provided room count, we multiplied the
number of rooms at each property by that property’s classification averages derived from the
survey.

2. Using HOT as our control, we arrived at a gross HOT of $93.5M. This represents the full 12.27%
paid, of which the city’s portion of this is 5%, or $38M. From the City of Phoenix, we have
documents evidencing $36.6M in actual 2008 HOT collections. This means that our extrapolated
data is trending about 4% high likely due to the fact that most of the outstanding hotel rooms
are limited service. Assuming this 4% to be consistent across the other taxes, we reduced the
extrapolated $176M by this 4% to arrive at a total taxes paid amount by City of Phoenix hotel
properties of $169.9M. Recognizing that our response set includes the largest properties and
that the non-responding hotels are primarily lower-end limited service facilities, we further
adjusted this total downward to arrive at a total of over $166M.

3. $166M in taxes paid divided by 26,449 hotel rooms results in a gross yield per hotel room of
approximately $6,300.

4. Of the total taxes remitted (100%), HOT represents 52.8%; Property Tax represents 27.3% and
Other Sales represent 19.8%.

5. For property taxes, we verified all reported property taxes against county tax records. We
found the responses to be over 98% accurate, but utilized the official county records for the
purposes of this study. From these county tax records, we were able to determine where the
tax dollars flowed (school district, general fund, etc.) for each parcel associated with each
property. Many of the responding properties had multiple parcels to aggregate.

6. 325 square feetis the size of the average U.S. hotel room. (Source: Bjorn Hanson, veteran hotel
analyst, PricewaterhouseCoopers, 2006).

7. Average Phoenix household paid $1,579 in property taxes in 2006. (Source: CNNMoney.com,
August 2008).
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Summary of Market

Exhibit A-2

WORKING PAPERS

Extrapolation Calculations

Total number of City of Phoenix Hotel Properties 157
Total number of City of Phoenix Hotel Rooms 26,449
Source: STR Phoenix Trend Report Dec 2008
Annual Per Room Averages Per Room Per Room Per Room Per Room
From survey responses to date (41), these are the Classification HOT PropTax Other Taxes Totals
calculated average tax payments per hotel room Resort $ 7,194 | $ 3,782 | $ 5,058 | $ 16,034
at these hotel classifications. Full Service $ 3,504 | $ 1,626 | $ 1,079 | $ 6,210
Source: GPCVB 2008 Hotel Survey Responses Limited Service | $ 2,320 [ $ 1,253 | $ 181 | $ 3,754
Survey Response Set Rooms Pct of Total HOT PropTax Other Taxes Totals
Resort 4,971 41.9% $ 35,761,788 $ 18,800,833 $ 25,142,634 $ 79,705,255
Full Service 4,909 41.4% $ 17,203,070 $ 7,983,456 $ 5,297,173 $ 30,483,698
Limited Service 1,988 16.8% $ 4,613,107 $ 2,491,221 $ 358,881 $ 7,463,209
TOTAL RESPONDING INVENTORY 11,868 $ 57,577,965 $ 29,275510 $ 30,798,688 $ 117,652,162
Source: GPCVB 2008 Hotel Survey Responses 48.9% 24.9% 26.2% 66.5%
Percentage of Total City Rooms Responding 44.9%
Percentage of City Hotel Properties Responding 26.1%
STR Census Extrapolation Calculated Error-Corrected
Rooms Pct of Total HOT PropTax Other Taxes Totals HOT PropTax Other Taxes Totals
Resort Rooms 5,065 19.2% $ 36,438,032 (% 19,156,351 |$ 25,618,073 | $ 81,212,455 $ 35,011,880 |$ 18,406,589 [ $ 24,615,404 | $ 78,033,873
Full Service Rooms 6,265 23.7% $ 21,955,028 |$ 10,188,704 [ $ 6,760,397 | $ 38,904,129 $ 21,095,728 | $ 9,789,928 | $ 6,495,801 | $ 37,381,456
Limited Service Rooms 15,119 57.2% $ 35083283 |$% 18,946,059 | $ 2,729,339 | $ 56,758,680 $ 33,710,154 |$ 18,204,527 | $ 2,622,515 | $ 54,537,196
TOTAL HOTEL ROOM INVENTORY 26,449 $ 93,476,342 |$ 48,291,114 [$ 35,107,808 | $ 176,875,265 $ 89,817,762 |$ 46,401,043 [$ 33,733,720 | $ 169,952,525
Source: STR Phoenix Trend Report Dec 2008 52.8% 27.3% 19.8% 52.8% 27.3% 19.8%| $ 166,000,000
The calculations above are derived by multiplying the STR Census rooms by the Annual Per Room Averages in the blue box above. Error correction is based on the HOT Accuracy Calculation in the box below.
HOT Accuracy Calculation City of PHX Portion (5pts of 12.27%) $ 38,091,419 [Per Rm >|$ 3,39 | $ 1,754 | $ 1,275 [ $ 6,426 |
Known City 2008 HOT Collections $ 36,600,555
Accuracy 104.1% Adjustedto $ 166,000,000
Source: City of Phoenix Finance Department Tax Division HOT PropTax Other Taxes Totals
$ 34,197,621 $ 17,978,513 $ 24,042,933 $ 76,219,067
$ 20605112 $ 9,662,247 $ 6,344,730 $ 36,512,089
$ 32,926,169 $ 17,781,151 $ 2,561,524 $ 53,268,844
$ 87,728,902 $ 45321911 $ 32,949,187 | $ 166,000,000
52.8% 27.3% 19.8%
|Per Rm ->| $ 3317 $ 1,714 $ 1,246 $ 6,276

This tells us that our data is lacking in limited service property responses. A review of those non-responding properties indicates that the responses yet to be received will likely trail those already received.
For this reason, we have adjusted the calculated $168.3M tax estimate downward to approximately $166M.
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Exhibit B

WORKING PAPERS

2008 Property Tax Distribution of City of Phoenix Hotel Survey Respondents
Total of 41 Hotels Responding

Property Name Totals

PRIMARY PROPERTY TAXES

Primary Assessed Value $ 292,679,111.82
Maricopa County $ 3,028,797.77
City of Phoenix $ 2,228,875.83
City of Tempe $ 1,844.93
County Education Equilization $ -
State Aid Credit $ (560.00)
Elderly Assistance $ -

School Districts

Washington Elementary $ 362,115.22
Wilson Elementary $ 2,677.59
Cartwright Elementary $ 41,124.39
Creighton Elementary $ 26,429.42
Phoenix Elementary $ 849,175.80
Phoenix High School $ 2,423,365.03
Osborn Elementary $ 167,460.47
Madison Elementary $ 946,517.45
Balsz Elementary $ 267,247.61
Deer Valley $ 32,690.37
Paradise Valley Unified $ 2,644,051.78
Tempe Elementary $ 793,802.11
Tempe High School $ 575,152.75
Kyrene Elementary $ 26.63
Scottsdale Unified $ 1,560,650.66
Glendale High School $ 341,723.64
Community College District $ 2,273,577.93
TOTAL PRIMARY TAXES $ 18,566,746.31
SECONDARY PROPERTY TAXES
Secondary Assessed Value $ 327,008,819.28
TAXES
Flood Control $ 440,894.56
Central Arizona Water Conservation $ 326,945.59
Fire $ 17,328.31
Library $ 115,411.80
Health Care $ 279,865.30
OVERRIDES
County Overrides $ -
City Overrides $ -
Elementary School Overrides $ 981,300.55
High School Overrides $ 367,023.23
Community College Overrides $ 630.72
Unified School Overrides $ 896,409.59
BONDS
County Bonds $ -
City Bonds $ 3,492,170.74
Elementary School A Bonds $ 601,727.54
Elementary School B Bonds $ 278,196.75
High School A Bonds $ 326,723.60
High School B Bonds $ 283,605.32
Unified A Bonds $ 629,729.38
Unified B Bonds $ 944,724.58
Community College Bonds $ 534,228.39
TOTAL SECONDARY TAXES $ 10,516,916.56
SPECIAL DISTRICTS
West-MEC $ 63,160.45
East Valley Institue of Technology $ 48,890.12
PP Asmt Penalty $ -
PHX Downtown Enhanced SVS $ 79,796.14
SPECIAL DISTRICTS TOTALS $ 191,846.71
PROPERTY TAX TOTALS $ 29,275,509.58
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WORKING PAPERS

City of Phoenix Hotels

Survey of Taxes Paid (2008 Data)
41 Hotels Responding

GENERAL SUMMARY

Responding Set Hotel Count 41
Room Inventory 11,868
STR Census Rooms 26,449
Pct of PHX Responding 44.87%
Total Property & Sales Taxes $ 117,652,162
Avg Taxes per Room $ 9,913
Total Reported Taxes accruing to state, county, city (includes School District funds).
State Total $ 46,365,959
County Total $ 16,221,684
Phoenix Total $ 41,082,556
Tempe, Glendale, Scottsdale $ 3,273,201
Secondary Property $ 10,516,916
Special Districts $ 191,847
Total of Reported Taxes $ 117,652,162
PROPERTY TAX SPECIFIC (County Records)
Primary Property Taxes
School Districts $ 11,034,210
General Funds $ 5,258,959
Community Colleges $ 2,273,578
Total Primary Taxes $ 18,566,747
Secondary Property Taxes $ 10,516,916
Special Districts $ 191,847
TOTAL PROPERTY TAXES $ 29,275,510 24.88%
SALES TAXES
HOT $ 57,577,965
F&B and Catering $ 23,906,432
All Other Sales Taxable Items (Utilities, Retail, Telecom/AV) $ 6,892,255
TOTAL SALES TAXES $ 88,376,652 75.12%
COMBINED PROPERTY & SALES TAXES $ 117,652,162

These totals exclude visitor spending off property.

Also not included are taxes remitted by hotel employees and suppliers
through their individual property taxes and retail spending.

Visitor-related taxes are more efficient in their yield.

These numbers do not reflect state revenue sharing
which returns a portion of their $46.5M back to the city.

2008 data excludes new 1000 room Sheraton hotel.
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WORKING PAPERS
Greater Phoenix CVB

Survey of City of Phoenix Hotel Property Tax Payments

41 Properties Responding

Responding Set Hotels 41

Total Employees Reported 9,459

Response Set Rooms 11,868 Average Taxes/Room $ 9,913

Total STR Phoenix Rooms Census (Mar 2009) 26,449

Percent of PHX Rooms Census Responding 44.87%

PROPERTY TAXES Taxes Paid Pct of Total State County Phoenix Tempe Scottsdale Glendale

County Records Tax Bills for Respondents $ 29,275,510

PRIMARY TAXES
General Fund $ 5,258,959 4.47% -$560( $ 3,028,798 | $ 2,228,876 | $ 1,845
School Districts $ 11,034,210 9.38% $ 7,762,855 | $ 1,368,981 | $ 1,560,651 | $ 341,724
Community Colleges $ 2,273,578 1.93% $ 2,273,578

TOTAL PRIMARY $ 18,566,747 $ (560)| $ 5,302,376 | $ 9,991,731 | $ 1,370,826 [$ 1,560,651 | $ 341,724

SECONDARY TAXES
Taxes (Flood Control, Water Quality, Library, Fire, Health Care) $ 1,180,446 1.00%

Overrides (Schools) $ 2,245,364 1.91%
Bonds $ 7,091,106 6.03%

TOTAL SECONDARY $ 10,516,916

SPECIAL DISTRICTS $ 191,847
Total Property Taxes $ 29,275,510 24.88%

OPERATING TAXES Taxes Paid Pct of Total State County Phoenix Tempe Scottsdale Glendale
HOT $ 57,577,965 48.94%| $ 25,809,194 | $ 8,305,868 | $ 23,462,903 | $ o $ = $ =
F&B and Catering $ 23,906,432 20.32%| $ 16,129,641 ( $ 2,016,205 | $ 5,760,586 | $ = $ = $ =
All Other Sales Taxes $ 6,892,255 5.86%| $ 4,427,684 | $ 597,235 | $ 1,867,336 | $ = $ 2 $ 2
Total Operating Taxes $ 88,376,652 75.12%| $ 46,366,519 [ $ 10,919,308 | $ 31,090,825 | $ - |3 - |3 =

[TOTAL Reported/Verified Taxes Paid s 117,652,162 [$ 46365959 [$ 162216843 41082556 [$ 1,370826 [$ 1,560,651 [$ 341,724

Notes

Tempe, Scottsdale and Glendale property taxes are the result of hotel parcels located in those geographic areas or paying to their school districts.

Visitor-related taxes are more efficient in their yield.

Note: Secondary Taxes & Special Districts are not included in jurisdiction totals above. These total $10,136,861

These numbers do not reflect state revenue sharing which returns a portion of their $46.5M back to the city.

These totals exclude visitor spending off property.

Also not included are taxes remitted by hotel employees and suppliers through their individual property taxes and retail spending.
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Travol Resource for G 2008 HOTEL FISCAL IMPACT SURVEY FOR DONORS

As the economy continues to deteriorate, our state and local government leaders are looking at our industry for
additional cuts to balance state and city budgets. We need new and more compelling arguments to demonstrate our

value to the economy.

Your GPCVB is asking for your feedback. We have developed the following survey to ascertain the financial impact of
your property. By obtaining this information we will have better tools to launch an information campaign to illustrate
why visitors are good for Phoenicians and Arizonans.

At your earliest opportunity, please complete and return the following survey to me via email: smoore@visitphoenix.com
as soon as possible. All responses and information obtained through this survey will be held completely confidential.
Any information released to the media or our city/state leaders will be in aggregate form and will not identify any single

lodging establishment.

Hotel Fiscal Impact Survey
January 1 - December 31, 2008

General Information

Hotel/Property Name:

Address

GM/Person completing this survey:

Phone Number:

Email Address:

Number of rooms:

Total 2008 non-tax expenses

Employment

Number of Full Time Employees:

Number of Part Time/Seasonal Employees:

Total Personnel Costs:

Utilities

Please supply all figures in dollar amounts

Annual Water/Sewer Bill Total :

Annual Gas Bill Total:

Annual Electric Bill Total:

Taxes Paid (including departmental outlets)

Please supply all figures in dollar amounts

Annual Property Tax:

Annual Transient Lodging Tax:

Food & Beverage (Restaurant/Bar/Room Svc.) Tax:

Catering/Banguet Tax Payments:

In Room Entertainment (Video Game/Movie/Internet)
Tax Payments:

Phone Tax Payments:

Meeting Room Rental Tax Payments:

Golf Tax Payments:

Spa Tax Payments:

Audio Visual Tax Payments:

Retail Merchandise Tax Payments:

If you have questions, please contact Mike Mooney at mmooney@Uvisitphoenix.com or (602) 452-6208
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FOR IMMEDIATE RELEASE Contact:
Doug MacKenzie,

Director of Communications,

Greater Phoenix CVB

dmackenzie@visitphoenix.com

September 22, 2009

New Research Estimates City of Phoenix Hotels Generate Over $166
million in Property and Sales Tax Revenue Annually

Follows on the Heels of New National Study Revealing ROI of Business Travel

PHOENIX, AZ — A recent survey of Phoenix hotels has found that the tax impact that visitors have
on the City of Phoenix is substantial. Based on a recent survey conducted by the Greater Phoenix
Convention & Visitors Bureau (CVB), the results showed that City of Phoenix hotels paid more
than $166 million in combined property and sales taxes in 2008.

Phoenix Mayor Phil Gordon said the contribution of the tourism industry “is important for us all.”
He noted, “Tens of thousands of Arizona jobs are directly related to tourism — the majority of them
right here in the Valley. But teachers, police officers, fire fighters, utility companies and bankers are
no more than One Degree of Separation from the tourism industry. Because tax revenues generated
from the industry go toward our schools, public safety, libraries, pools, parks, and streets.

“Whether we know it or not, we all have a direct stake in tourism. It matters how many visitors we
get. It matters how many conventions we host. It matters how many meetings are scheduled for
Phoenix and the Valley. Whether you work at the airport or at a flower shop 300 miles from the
airport, you are one of the Faces of Tourism.”

Greater Phoenix CVB President Steve Moore said the survey the CVB conducted calculated to a
gross tax yield per hotel room of more than $6,300. “Hotel property taxes are approximately 27% of
this total, or over $45 million. This equates to $1,710 per room, which is eight percent greater than
the median Phoenix household property tax, yet a hotel room is much smaller than a house. When
one considers that a visitor uses a fraction of the government services provided to residents, this is a
great investment for the state, county and city,” Moore said.
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