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”,_.ﬁ . United States Lodg’ing’ Market
¢ * 1 Historical Occupancy Performance 1997 — 2006
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Key Performance Indicators
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”ﬂ_’ . United States Loclg’ing’ Market
& % Top 10 Occupancy Markets 2000
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= Occupancy
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In 2006, M etr o Phoenix occupancy was at its highest since 1997 (the
mar ket absor bed approximately 11,500 rooms during this period).
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ong growth in 2006 (9.6%).
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The resulting occupancy would reflect levels not achieved by the market
since 1997.
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In 2006 due mainly to the addition
& Casino.
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”f . Metro Phoenix Resort Market
v o Occupie(l Rooms Per Day
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Theresort market experienced continued demand growth, albeit
moder ate, in 2006.
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”ﬁ . Metro Phoenix Resort Market

© 7 Occupancy

-

Supply growth outpaced a moder ate increase in demand resultingin a

slight declinein occupancy in 2006.
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> occupancy levels.

ontinued occupancy growth
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e non-luxury and luxury resort
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, RevPAR increased by approximately 7%
rend which began in 2004.
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fueled continued increasesin RevPAR in
sector sover the past two years.
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”‘__‘_,r No full-service hotels openecl in 20006. Only the Renaissance
7 < Hotel Westgate is scheduled to open in 2007.

-

Proposed Full-Service/Resort Hotels

Downtown Hotel (Phoenix) 1,000 Downtown Boutique Hotel (Phoenix) 200
Casino Arizona (2 hotels) 600 CityScape (Phoenix) 200
Verrado (Buckeye) 350 - 500 Le Meridien (Tempe) 200
Pier 202 (Tempe) 250 Renaissance Club (Tempe) 200
Renaissance Hotel Westgate (Glendale) 330 Monroe Hotel (Phoenix) 125
Westin Hotel (Tempe) 300 Estrella Mountain Ranch (Goodyear) Undetermined
Montelucia Resort, Spa & Residences 270 GilaRiver Sheraton Hotel Undetermined
Renaissance Club (Chandler) 250 Scottsdale Waterfront Undetermined
Ritz-Carlton Resort (Scottsdale) 225 SkySong Center (Scottsdale) Undetermined
W Hotel (Scottsdale) 225 Spectrum Embassy Suites (Chandler) Undetermined
W Hotel Downtown (Phoenix) 200 Stack 40s (Scottsdale) Undetermined
Colliers Center (Phoenix) 200
Potential Expansions

Tempe Mission Palms Hotel 200 Harrah's Ak-Chin Resort Undetermined
Mountain Shadows (2 hotels) 300 ‘\/VEI m 1 C k

& COMPANY
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' E,,-;"“:T Issues Facing the Phoenix Market

-

o) NZllenal economy
e EVidence ol contitied grewth (albat moderate)

e Polential fior more political turmell and terrorist activity on a
glehal 192sIS

e Gas prices— Impact enitravel patterns (air/ground)

e |V etro Phoenix economic/teurism growth
e Phoenix economy remains strong and continues to diversify

e Arizona continues to e desirable tourist and group
destination (new hotels/resorts, new amenities, strengthening
recognition as a spa destination)
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a P Issues Facing the Phoenix Market:

~ Demand vs. Supply

-

o As\Westecaseiionr 2005, hotel owners, operators, and
lnvesiershavenign expectations for 2007/ and beyond

e IV arkerisipeisad fer continued growth in all product
SEecters andldemand segments

e Groewth Indemand combined with minimal supply
growth should fuel stronger ocecupancies across all
proeduct sectors over the next 12 months
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a_--*r Issues Facing the Phoenix Market:
o Demand vs. Supply

-

o Ne'signriiicant supply. growin prejected in 2007

o [Cimited new supplymay net last loeng
e Avallablefiiancing
e Sirenger market dynamics

e New cycle ol develepment new underway with
anticipated openings te eccur 2008 — 2009

e [Viore unigue product — upscale boeutigue/residential
e Convention oriented
e |nduced demand capability
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” o Issues Facing the Phoenix Market:
o Demand vs. Supply

-

o Ralegrewihishould continue to sirengthen in 2007 as
ecclipaney/ reacnesimore stabilized levels and market
COMPressienIECOmEs more evident

e Current and planned preduct enhancement (primarily
[esort) continues to Increase the recognition and
destination appeal’ of the market (scope/quality of
fiacilities and amenities)
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” P Issues Famng’ the Phoenix Market:
© -1 Excellent Airlift Capability

-

o EfRlEnced geieandiunway. capacity
e [EX|pansion el demestic/international routes

e Competitivealare struciure; regional/national (impact
On commercial/greup traveler)

e [heheath of the alrline industry remains critical to the
Phoenix marketplace
e “Fly In” versus “Drive In” market
e Major hub city

e Record passenger activity at Sky Harbor | nternational
Airport for 2006
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a_--*r Issues Facing the Phoenix Market:
L A In(].ustry Profita]aility

-

e Chicllengesteftitre profitanility
e SliSialned averiage raie grewtn

e |ncreased eperaling costis
e [_aldor costs
e lncreasing Wages, heneiits, and incentives
e Diminisaing lalbor peol
e Union threat
e Security and insurance costs
e Energy costs

e |ncreased construction costs and related impact on
Investment returns
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” o Issues Facing the Phoenix Market:

& %

Increased External Competition (Resort/Convention)

-

e liucson (newiviamiett resort), Las V egas, Southern California,
NewViexico, San Antenio; Puerto Penasco/Cabo San Lucas

o \anenwidethreas e cenvention business
e New/expandedconvention centers
e [ argen/igher quality support hotel inventory.

e Phoenix Isreacting with a significant expansion to the Phoenix Civic
Plaza and a new 1,000 reom hoetel (scheduled opening late 2008)

e Cruiseindustry
e Oversupply — aggressive rates are athreat to land-based FIT demand

e T[imesnare/fractional Industry
e New development in metro area
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