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PHILADELPHIA: Smart City, Smart Choice for Hotel Investment. 

r. MARKET REVIEW 

Background: 

As one of the premier destinations in Ihe United States for convention, leisure (domestk; and 
International), group, and business travelers from around the globe, Philadelphia is a smart 
chofce for hotel devetopment and investmenL 

Meeting and group planners find first-rate facilities to host business meetings, conventions and 
social events. Tourists delight in the city's world-class cultural amenities and exciting dining and 
shopping opportunities. An East Coast gateway city. Philadelphia is one of the fastest growing 
International destinations In the United States. 

Philadelphia's densely populated and vibrant downtown is ideal for sightseeing. Fantastic 
restaurants and outdoor cafes, acclaimed museums and performing arts venues, unique retail, 
as well as some of America's most important historic destinations, lie within the center of the city 
and lust steps from the newly expanded Pennsylvania Conventk>n Center, other meeting 
facilities, and high-quality hotels. 

Located at the crossroads of the Northeast and the Mkl-Atlantfc states, there are convenient 
options for visitors traveling to Philadelphia by car. train, or plane. Philadelphia Is within a five 
hour drive of one-quarter of the U.S. population and within a day's dnve for 40 percent of the 
U.S. population. Philadelphia's 30th Street Station, the third busiest rail statton in the country, is 
located at the center of Amtrak's Northeast Corridor rail lines. Thirty-one million passengers per 
year travel through Philadelphia International Airport (PHL), which is served by 30 airlines with 
600 daily flights to 120 domestic and intemattonal cities. PHL serves as the international 
gateway for US Airways, which has recently added nonstop flights to Tel Aviv, Osto, and 
Halifax. 

Once visitors anive in Philadelphia, convenient subway and rail lines take them directly from the 
airport and Amtrak's 30th Street Station to the Pennsylvania Convention Center, worid-famous 
historic and cultural attractions, exciting retail and restaurants, and more than 10.500 hotel 
rooms in the downtown. Prom there, the city's safe, clean and walkable streets, oi^anized in a 
grid pattern, make Philadelphia easy to navigate. 

The Pennsylvania Convention Center (PCC). located within walking distance of all of Center 
City Philadelphia's attractions, restaurants and retail is an important economic engine for 
hospitality In the city. The PCC is host to more than one millton visitors a year, many of whom 
are being exposed to Philadelphia for the first time through their e)^)erience at the PCC. Over 
the years, many convention groups outgrew the PCC and business often had to be turned away 
as the space In the Center was already committed to another group. A $786 million expansion 
Increased the size of the PCC by 62% and opened in March 2011. The PCC now offers the 
largest contiguous exhibit space In the Northeast - 528.000 square feet - and a total of 
1,000,000 square feet of saleable space. With an expanded facility, Philadelphia is now able to 
bring back those events that outgrew the buikiing, as well as to host mega trade shows or two 
large events simultaneously. 

Over the past two decades. Philadelphia has become a premier domestto and intemattonal 
leisure destination, as demonstrated by the fact that Saturday night has been the busiest night 
of the week for Center City hotels for the past seven years running. Visitors are drawn by a mix 
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of taonic historic and cultural attracttons, complemented by the energy of a thriving dining and 
arts scene. During that time, the City has invested in improvements to Independence Mall, new 
cultural instituttons such as the Kimmel Center for the Perfonnlng Arts and the National 
Constitution Center, and new sports stadiums for the Philadelphia Phillies and the Philadelphia 
Eagles. In addition to the Pennsylvania Convention Center expansion, there are many exciting 
cultural, tourism and corporate devetopments taking place which will continue to draw leisure, 
convention and business travelers to Philadelphia. 

• The Barnes Foundatton. one of the worid's legendary art collections featuring more than 
2,500 worits. will relocate to the cultural corridor along the Parkway in Philadelphia In 
2012. The Barnes will welcome about a quarter-of-a-million visitors and students every 
year and will feature spectacular gathering spaces and views of the Rodin Museum and 
Falrmount Park. 

• The Comcast Center, home to the global headquarters of Comcast Corporatton, opened 
in 2008 and upon certlficatton was the tallest LEED-certified building In the nation 
standing 976 feet and totaling 1.25 million square feet. Comcast recently completed a 
merger with NBC Universal making Comcast the nation's largest media corporatton. 

• The striking new National Museum of American Jewish History opened in November 
2010 featuring pemianent and changing exhibits marking the trials and triumphs of 
American Jews throughout our history. Just a block away, the much-antfclpated 
President's House Commemorative Site on Independence Mall now offers visitors an 
opportunity to see the exposed underground remains of the home where Presidents 
Washington and Adams lived during their terms, as well as the quarters of the nine 
enslaved Africans who served the first president. 

The Pennsylvania Academy of the Fine Arts will open Lenfest Plaza directly across from 
the Pennsylvania Conventton Center expansion which will feature a major work of 
sculpture art by Claes OkJenburig. rotating artist exhibitions and an upscale restaurant. 

The SugarHouse Casino opened on the Delaware River waterfront in 2010 with a mix of 
gaming. Including slots and table games and dining opttons. A second phase of the 
pmject is schedutod for oomplation in 2013. 
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Past Hotel Development 

Between 1998 and 2001, approximately twenty-four hotel prpfecte were completed In 
Philadelphia at an estimated lotal investment of $815 million. This develo^ent, driven laigely 
by the completion of the Pennsylvania Conventton Center In 1993, increased tourism, growth In 
Philadelphia airport travel and the hosting of the Republican Nattonal Conventton In 2000, 
added more than 5,800 rooms to the market. These projects averaged 240 rooms per hotel at a 
development cost of approximately $130,000 per room. 

Through th& Philadelphia Industrial Developmenl Corporatton (PIDC), the publfc sector provided 
a combination of grant and tow-interest debt funding to six of the twenty-tour projects (25%) that 
fixiused on seeding the larger, historic renovation projects first developed around the PCC. 
These six projects vrere completed at a total cost of $405 millton for more than 2,250 rooms, 
averaging 375 rooms per hotel and costs of $175,000 per room. Total public Investment of $93 
millton provided an average subsidy of $25,000 per room and was made avallablfl In Ihe fonm of 
HUD108 or UDAG toans, Tax Increment Financing, and Philadelphia Economto Stimulus grants. 

Hotel projects receiving publto Investment created an estimated 2,026 construction jobs and 
1,492 permanent jobs and enabled successful competition for the 2OO0 Nattonal Republican 
Convention and ongoing efTicient booking of the PCC. In additton, renovation of vacant historic 
ofTice structures facilitated tightening of Philadelphia's o^ce market and removed significant 
blighting Influences from Center City. 

Projected Hotel Omvehpmvtt 

Continued vitality in Philadelphia*! 
convention, tourism, business and airport 
maritets allowed Center City Philadelphia 
hotels to achieve occupancy rates atxive 
70% every year from 2004 through 2010, 
except in 2009 at the height of the 
recesston. The average dally rate (ADR) 
reached a peak of $173.69 In 2008, 
represenUng an increase of 23% since 
2000. Rates have declined due to the 
recession, but a strong Increase in 
occupancy from 2009 to 2010 bodes well 
for ADR growth In 2011. Devetopment of 
a total of 2,000 to 2,500 new hotel rooms 
has been identified to meet Increased 

demand relating to the expanded PCC and strong and growing appeal as a domestic and 
International tourism destination. In the last three years, three new Center City hotels totaling 
525 rooms have been completed (Hotel Palomar by Ktmpton, Four Points by Sheraton, and Le 
Meridlen by Starwood) and one 270-room hotel (Hotel Monaco by Klmpton) is under 
constructton. Approximately 1,500 additional hotel rooms will t » needed from this point 
forward to meet the increased market demand. 

•iiiiii S W U l %Jim'JMM*i«i|iHiiiMIJ|i^a|B>>J»Wjfti;iU»^iWW 



>JC. .-.••iliW.,.J'*-»-^^ - •••'•£: * - '2!riaEi!^:r^: 

PHILADELPHIA: Smart City. Smart Choice for Hotel Investment. 
••"'•l^ffirHI 

Philadelphia Lodging Market: 

The following is statistical data compiled by PKF Consulting which descrlt>es Ihe historical 
performance of the lodging market In Philadelphia. 

Center City Philadelphia Industry Data 

The following tables were prepared by PKF Consulting - Philadelphia, in conjunctton with the 
Greater Philadelphia Hotel Association, the Greater Philadelphia Tourism Mariceting Corporation 
and the Philadelphia Convention & Visitors Bureau and based on data from Smith Travel 
Research and/or contributed by the hotels themselves. The tables constitute dynamic tools for 
understanding the health and make-up of the Center-City hospitality industry from 1993 throi^h 
2010. 
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Geographic Sub-Market Performance: 

The foltowing comments relate to the three geographic sub-martlets: 

• The Old Cilv/Societv Hill area: those hotels most popular with the tourist 
segment, which produces visits (domestic and intemattonal) all year round 
with especially high volume from April through October 

• The Broad Street and East area: those hotels closest to the Conventton 
Center; 

• The West of Broad Street area; these hotels, including those in University 
City, benefit from the concentration of Class A office space along West 
Market Street and the academic and health-care Instituttons in University 
City. Due to Its proximity to Rittenhouse Square and the Pari<way, this 
area also draws a healthy mix of leisure (domestic and Intemattonal) and 
group travelers. The West of Broad Street sub-maritet reported the highest 
average room rale in 2010. as it has histortoally. 
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The table below lists the "major" hotels In Center-City, classified by general geographic location, 
with estimated sector occupancy and average room rate levels for 2010. The differences 
between the areas closely follow recent historical trends. 
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PHILADELPHIA: Smart City. Smart Choice for Hotel investment. 

Overall demand In Center City may be categorized Into four segments; 

• Commercial Individual: IndivkJual travelers for business purposes, typtoally paylr^ 
comparatively higher room rates and utilizing hotels Monday through Thursday. 
IndivWual government travelers are included In this much larger segment In the chart 
betow. 

• Conventk>n & Group: Convention business related to the Pennsylvania Convention 
Center and groups of 10 or more Including business meeting attendees; social 
groups (weddings, reunions, bar and bat mitzvahs, etc.) Room rates tend to be 
discounted son>ewhat for group business. 

t : Leisure Indivkiual: Individual travelers for leisure purposes, which has been the 
fastest-growing market segment for Center City hotels and experienced a tripling of 
room nights since 1997. 

• tnternathnal Traveler. Philadelphia jumped from the 21"" most vtsltod dty (421,000 
visits) In the United States In 2002 to the 13*' most visited city (636.000 visits) In 
2010. Between 2009 and 2010. intemattonal travel to Philadelphia increased 7%. 

The foltowing table indicates the estimated martlet mixes for the Center City market from 1993 
through 2010. Every major segment of the lodging marttet - commercial, convention, group and 
leisure - has experienced significant growth during this period. 
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The Mowing chart provWes en ovenriew of Center City hotel demand b y segment for 2010: 

2010 CENTER CITT PHTUVOELPHIA HOTFL NIGHTS BY MARKET SEGMENT 
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The foltowing table outiines the growth In overseas visitattons to Philadelphia from 1997 through 
2010. Philadelphia was the fastest growing international destination in the United States to 
2006 prior to the full effect of the gtobal recession. 
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The following table outlines the mix of conventton and group demand, Including the numlier of 
citywkie conventions annually as well as the room nights sold or booked by the PCVB and 
Center City hotels. 
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The following taWe provides attendance Informatton for the Independence Visitor Center and 
Center City's major attractions for 2010. 
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1 PHILADELPHIA VISITORS CEWTER S PARTICIPATING | 
I H H J I ^ ' ' ' TflACTlONS.f ULL VtEAR 2010 

VtsHor Cemer/AttracBon 

hdapendcncB Vakor Center 

AtL'acUons: 

Liberty BeN Center 

hdependerwe h t i l 

f ^ l i ona l Constitution Cantor 

Franklin hsti lute 

Acadern/ of Natural Sclencot 

Ffiladelphia Zoo 

Rease Touch M jsaum 

Riiadelpti la M iseumot Art 

Lhrverslty of F^nnsylvanta Miseum of 

Archaeology and Anthropotogy 

Eastern State F^n l ten t lw 

Total A O r a c f t m 

Atterxtance 

2,440.285 

2.271.938 

6S4.&52 

B04.C51 

958,330 

155,632 

1.255.604 

568.&S1 

630.544 

138,718 

250,458 

776.908 

% Change 

. 1 0 . 2 S 

- 3 . 1 % 

- 3 . 7 

• 12 .9 

13 .3 

-5 .3 

- 4 .4 

•13 .1 

-e.B 

- 4 .0 

-3.9% 
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PHILADELPHIA Smart City, Smart Choice for Hotel investment. 

IL PUBLIC FINANCING PROGRAMS 

PIDC has Wentified many programs that are available to support new hotel developments and 
hotel renovation projects in Philadelphia which will create or retain significant numtjers of jobs. 
The foltowing are offered on a first-come, first-served basis subject to need, availability of funds, 
and PIDC's underwriting criteria, except as noted: 

Low-Cost Financing: 

The Welcome Fund 

PIDC's Welcome Fund loan program can provide financing In Increments of $500,000 for every 
ten new direct and Indirect jobs created by a project as determined by an economic impact 
statement. The Welcome Fund offers 3.25%. Interest-only financing over a five-year term and 
requires senior-level secured collateral. The minimum loan amount for the Welcome Fund Is 
$10,000,000 supported by the creatton of at least 200 new direct and indirect jobs. 

HUD 108 Loan Program 

PIDC's HUD 108 loan program can provide financing In increments of $35,000 for each 
permanent full-time equivalent job created by a project, vWth a maximum loan amount of 
approximately $5,000,000. The HUD 108 loan program offers funds at 8 rate based on the 10 
Year Treasury, fully amortizing over a 15 to 20 year term. The HUD 108 loan can be secured In 
a subordinate position to pHvate senior debt, subject to a combined 80% loan-to-value ratto. 
The interest rate and loan term are fixed at settlement based on marttet conditions. 

PIDC Growth Loan 

The PIDC Growth Loan can provide low-cost financing for building acquisition and renovatton, 
tenant improvements, and equipment purchases in increments of $35,000 for each permanent 
full-time equivalent job created by a project, with a maximum loan amount of $750,000. The 
PIDC Growth Loan program is cun-ently priced at 2.75% and the loan term Is generally matched 
with the useful life of the assets being financed. The Growth Loan can be subordinate but must 
be fully secured and cash flow to support debt service must be demonstrated. 

First Industries Tourism Machinery and Equipment Loan Fund 

The First Industries Tourism program can provide low-cost financing for machinery and 
equipment purchases for hotel development or renovation projects which retain or create jobs In 
Pennsylvania and which are located in close proximity to a destination tourism site. Eligible 
equipment purchases for hotel projects would include computer reservatton systems, kitchen 
appliances, and laundry appliances. One job must be retained or created for each $25,000 In 
financing, and the Commonwealth of Pennsylvania is cumently accepting applications for a 
maximum of $500,000. 
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PHILADELPHIA: Smart City. Smart Choice for Hotel Investment. 

Enarov Efficiency Proqrpmt: 

EnergyWorks Loan Fund 

The City of Philadelphia, PIDC, and The Reinvestment Fund are offering the Energ/Vorits Loan 
Fund to provide low-cost financing to support energy efficiency retrofits and new cx)nstruclton 
projects in Philadelphia. Financing is available up to 85% of project costs for retrofits or 33% of 
costs for new constnjctton, and loan amounts range from $100,000 to $2,500,000. Interest rates on 
the loans range from 3.6% lo 6.5% and the loans must be fully secured. 

City of Phlledelphia Green Roofs Tax Credit 

The City of Philadelphia offers a credit against the Business Privilege Tax of twenty-five percent 
(25%) of all costs incurred to construct a Green Roof, with a maximum credit of $100,000 per 
business. 

TIease note that there are a number (/additional programs relating lo energy efficiency end alternative 
energy generation that are available through PECO, the Ctmimonwealth of Pennsylvania and the federal 
government 

Tax Abatement and Cr»dH Programs: 

City of Philadelphia Real Estate Tax Abatement 

The City and School District of Philadelphia offer an abatement of incremental real estate taxes over 
ten years for new construction and major renovations. The abatement requires filing of an 
application within sixty (60) days from the date on v^ich the building permit to construct is issued by 
the Department of Licenses and Inspections. 

City of Philadelphia Job Creation Tax Credit (JCTC) 

The City of Philadelphia can provide Job Creattort Tax Credits, to be deducted against the 
company's Business Privilege Tax liability. For jobs created through 2013, the JCTC can equal 
$3,000 per new job created. For jobs created after 2013, the maximum JCTC is $1,000 per job or 
2% of annual wages, whichever is greater. To qualify, the Jobs created must be full-time positions 
and pay at least 150% of minimum vrage. 

Non-Financial Assistance; 

Developer Service* 

The City of Philadelphia will convene a meeting of all major Philadelphia operating departments and 
utilities involved in the permitting and approval process to review and provide guidance to a 
proposed hotel development. Meetings are held on alternate Fridays and are offered as a free 
sen/ice of the City, 

Workforce Training 

PIDC w\l\ collaborate with the Philadelphia Worths, Inc. (PWI) to provkJe support for new 
hospitality industry employees vMo are Philadelphia residents. The PWI can offer training 
grants as well as non-financial assistance for recnjitment, assessment and employee retention. 

•tawaB»giataMPaa»!irjri«w'' '»ireiiH^iq>iwt'jfcaei)«'gfeBFJaw»^ a — mi MH 



III. NEW AND EXISTING HOTELS MAP 

A new generatfon of conventton and tourist Infrastructure and a vibrant hospitality maritet make 
investing in the development and renovation of hotels In Philadelphia a smart choice. The 
expansion of the Pennsylvania Convention Center, the relocation of the Barnes Foundation to the 
Benjamin Franklin Parttway and the expansion of the Philadelphia Museum of Art, continued retail 
and residential vitality concentrated around Rittenhouse Square, and recent lnvostn>ents In the 
historic independence Mall and its sun-ounding assets will continue to support a strong hospitality 
marttet in Philadelphia. 

Please see the following map of new and existing hotels In Center City Philadelphia. 

For more Information, please contact: 
Anne BovaIrd Nevins at: 
215-496-8151 or anevinsfSjpidc-pa.org. 
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