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PHILADELPHIA! Smart City, Smart Choice for Hota! Investment.

I. MARKET REVIEW
Background:
As one of the premier destinalions in the United States for convention, leisure (domestic and

international), group, and business travelers from around the globe, Phiiadelphia is a smart
cholce for hotel development and investment.

Meeting and group planners find first-rate facilities to host business meetings, conventions and
social events. Tourisis 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 deslinations, lie within the center of the city
and just steps from the newly expanded Pennsylvania Convention Center, other mesting
facilities, and high-quality hotels,

Located at the crossroads of the Northeast and the Mid-Atlantic slates, there are convenient
options for visitars traveling to Philadelphia by car, train, or plane. Philadelphia is within a five

. hour drive of one-quarter of the U.S. populalion and within a day’s drive for 40 percent of the
U.S. population. Philadelphia’s 30th Street Station, the third busiest rail station in the country, is
located at the center of Amirak's Northeast Corridor rall lines. Thirty-one million passengers per
year travel through Philadelphia International Alrport (PHL), which is served by 30 airlines with
600 dally flights to 120 domestic and Intemational cities. PHL serves as the international
gateway for US Airways, which has recently added nonstop flights to Tel Aviv, Oslo, and
Halifax.

Once visitors arrive in Philadelphia, convenient subway and rail lines take them directly from the
airport and Amtrak’s 30th Street Stalion to the Pennsylvania Convention Center, world-famous
historic and cullural attraclions, exciling retail and restaurants, and more than 10,500 hotel
rooms in the downtown. From there, the city's safe, clean and walkable streets, organized in a

grid pattern, make Philadelphia easy lo navigate.

The Pennsylvania Convention Center (PCC), localed within walking distance of all of Center
City Philadelphla’s atiractions, restaurants and retail is an important economic engine for
hospitality in the city. The PCC is host to more than one million visitors a year, many of whom
are being exposed to Philadeiphia for the first time through their experience at the PCC. Over
the years, many convention groups cutgrew the PCC and business often had to be turned away
as the space in the Center was already committed lo 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 building, as well as to host mega trade shows or two
large events simultaneously.

Over the past two decades, Philadelphia has become a premier domestic and intemational
. lelsure destination, as demonsirated by the fact that Salurday night has been the busiest nighi
of the week for Center City hotels for the past seven years running. Visitors are drawn by a mix
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PHILADELPHIA: Smart City, Smart Choice for Hotef Investment.

of lconic historic and cultural attractions, complemented by the energy of a thriving dining and
arts scene. During that time, the City has invested in improvements lo Independence Mall, new

Eagles. In addition to the Pennsylvania Convention Center expansion, there are many exciting
cultural, tourism and corporale developments taking place which will continue to draw leisure,
convention and business travelers to Philadelphia.

The Barnes Foundation, one of the world's legendary art collections featuring more than

The striking new National Museum of American Jewish History opened in November
nfnmmwmmmmhmmmﬂ
American Jews throughoul our history. Just a block away, the much-anticipated
President's House Commemorative Site on Independence Mall now offers
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

enslaved Africans who served the first president.

E
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The Pennsylvania Academy of the Fine Arts will open Lenfest Plaza directly across from
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Past Hotel Development

Between 1098 and 2001, approximately twenty-four hotel projects were completed in
Philadelphia st an estimated total investment of $815 million. This developmenl, driven largsly
by the completion of the Pennsylvania Convention Center In 1993, increased tourism, growth in
Philadelphia airport travel and the hosting of the Republican Nalional Convention in 2000,
added more than 6,800 rooms fo the markel. These projects averaged 240 rooms per hotel at a
development cost of approximalely $130,000 per room.
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PHILADELPHIAL Smart City. Smart Choite for Hotel investment

The following is stalistical data complled by PKF Consulting which describes the historical

performance of the lodging market in Philadelphia.

Center City Philadelphia Industry Data
The following tables were prepared by PKF Consulting - Philadelphia, in conjunction with the

Greater Philadelphia Hotel Association, the Greater Philadelphia Tourism Marketing Corporation
end the Philadelphia Convention & Visitors Bureau end 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 1983 through

2010.

Source: FF Conauling




L. —— N S S

FHILAEIELF'HIA:_ Smart C_it_y.-"Sr_ﬂgrt Chaolice for Hote| Irnyvestment.

Geographic Sub-Market Performance:
The following comments relate to the three geographic sub-markets:

+ The Old Cily/Socisty Hill area: those hotels mos! popular with the tourist
segment, which produces visits {domestic and international) all year round
with especlally high volume from April through October;

* The Broad Street and East area: lhose holels closest to the Convention
Center;

 The West of Broad Streel area: these hotels, including those in University
City, benefit from the concentration of Class A office space along West
Markel Street and lhe academic and health-care institutions in Universily
City. Due to its proximity to Rittenhouse Square and the Parkway, this
area also draws a healthy mix of leisure (domestic and international) and
group travelers. The West of Broad Street sub-markel reported the highest
average room rate in 2010, as it has historically.
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The lable 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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Overall demand in Center City may be categorized into four segments:

Center and groups of 10 or more Including business meeling attendees; soclal
groups (weddings, reunions, bar and bat mitzvahs, etc.) Room rates tend to be
discounted somewhat for group business.

« Lelsure Individual: Individual travelers for lelsure purposes, which has been the
fastest-growing market sagment for Center City hotels and experienced a tripling of
room nights since 1987,

« International Traveler: Philadelphia jumped from the 21" most visited city (421,000
visits) in the United States in 2002 to the 13" most vislted city (636,000 visits) in
2010. Between 2009 and 2010, intemational ravel to Philadelphia increased 7%.

The foliowing table Indicates the estimated market mixes for the Center City market from 1993
through 2010. Ewvery major sagment of the lodging market — commercial, convention, group and
leisure — has experienced significant growth during this period.
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The following charl provides an overview of Cenler City holel demand by segment for 2010:

2010 CENTER CITY PHILADELPHIA HOTEL NIGHTS BY MARKE T SEGMENT

Airline Crew

114,000
4%

Convention and
Group 853,000
35%

oCommercial @Convention and Group DLeiswre ®Aidine Crew

The following table outlines the growth in overseas visitations to Philadelphla from 19897 through
2010. Philadelphia was the fastest growing intemational destination in the United Stales in
2008 prior to the full effect of the global recession.

OVERSEAS VISITORS TO PHILADELPHIA

VAN
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*S0URCE: U.S. Depariment of Commerce, Ofice of Trave! and Towrism Indusiries
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The following table outlines the mix of convention and group demand, including the number of

citywide conventions annually as well as the room nights sold or booked by the PCVB and
Center City hotels.
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The following table provides attendance information for the Independence Visitor Center and
Center City’s major aliractions for 2010,

PHICADELPHIANISITOF

ATTRACTIONS FULLYE

Uberty Bel Center 2271908 A%
Pdependence Hal 604.552 a7
National Constiulion Center 804,551 429
Frankin hatiuls #58,330 133
Acadamy of Naral Sciances 165,632 53
Priladeiphia Zoo 1,255,604 a4
Fease Touch Mueum 568,881 -13.1
Prdadelphia Museumol Art 580,544 88
University of Pennsyianis Museum of
Archaeology Bnd Anthvopology 138,718 4.0
—Enslern State Paniientary 250458 e
. Tols! Atrachions 778.908 3.9%




e . o T = e B e e e

PHILADELPHIA: Smart City. Smart Choice for Hotef [nvestment.

Il. PUBLIC FINANCING PROGRAMS

PIDC has identified many programs that are avallable fo supporl new hotel developments and
hotel renovation projects in Philadelphia which will create or retaln significant numbers of jobs.
The following are offered on a first-come, first-served basis subjecl to need, avallability 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 crealed 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 creation 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
permanant full-time equivalent Job created by & project, with a maximum loan amount
approximately $5,000,000. The HUD 108 loan program offers funds st a rate based on the
Year Treasury, fully amortizing over a 15 to 20 year term. The HUD 108 loan can be secured
a subordinate position to private senior debt, subject to @ combined 80% loan-to-value ratio.
The interest rate and loan term are fixed at settlement based on market condilions.

4
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PIDC Growth Loan

The PIDC Growth Loan can provide low-cost financing for building acquisition and renovation,
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 $760,000. The
PIDC Growth Loan program is currenily priced at 2.75% and the loan term s 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 Firs! Industries Tourlsm 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 fo @ destination tourism site. Eligible
equipment purchases for hatel projects would include computer reservation 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 currently accepting applications for a
maximum of $500,000.
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Energy Efficiency Programs:
EnergyWorks Loan Fund

The City of Philadelphia, PIDC, and The Reinvestment Fund are offering the EnergyWorks Loan
Fund lo provide low-cost financing to support energy efficiency retrofits
projects in Philadelphia. Financing is available up lo 85% of project costs
costs for new construction, and loan amounts range from $100,000 to §2,500,000. Interes! rates
the loans range from 3.5% lo 6.5% and the loans must be fully secured.

City of Philadelphia Green Roofs Tax Credit

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

*Please note that there are a number of additional programs relating to energy effidency and allemative
energy generation that are avallable through PECO, the Commonwealth of Pennsylvania and the federal

governmenl

Tax Abatement and Credit Programs:
. City of Philadelphia Real Estate Tax Abatement

The City and School District of Philadelphia offer an abalement of incremental real eslale taxes over
len years for new construction and major renovations. The abatement requires filing of an

City of Philadelphia Job Creation Tax Credit (JCTC)

The City of Philadelphia can provide Job Creation Tax Credils, lo be deducted against the
company's Business Privilege Tax liability. For jobs created through 2013, the JCTC can equal
$3,000 per new job crealed. For jobs created after 2013, the maximum JCTC Is $1,000 per job or
2% of annual wages, whichever is grealer. To qualify, the jobs crealed must be full-time
and pay at leas! 150% of minimum wage.

E

MNon-Financial Assistance:
Developer Services

The City of Philadelphia will convene a meeting of all major Philadelphia operating departments and
ulllities involved in the permitling and approval process to review and provide guidance to a
proposed hotel development. Meelings are held on alternate Fridays and are offered as 8 free

service of the City.
Workforce Training

. PIDC will collaborate with the Philadelphla Works, Inc. (PWI) to provide support for new
hospitality industry employees who are Philadelphia residents. The PWI can offer training
grants as well as non-financial asslstance for recrultment, assessment and employee retention.
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ill. NEW AND EXISTING HOTELS MAP

A new generation of convention and tourist infrastructure and @ vibrant hospitality market 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 Bamnes Foundation to the
Benjamin Franklin Parkway and the expansion of the Philadelphia Museum of Art, continued retall
and residential vitality concentrated around Rittenhouse Square, and recent investments in the
historic Independence Mall and its sumrounding assets will continue to support a strong hospitality

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

For more Information, please contact:
Anne Bovalrd Nevins at:
215-496-8151 or anevins@pidc-pa.org.
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