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Dear Mr. Chan:

Conventions, Sports & Leisure International (CSL) has completed a Futures Study for the
Phoenix Convention Center and Surrounding Hospitality Assets. The Study provides
recommendations designed to maintain and enhance Phoenix Convention Center (PCC)
market capture through near and long-term space and site planning, hotel development,
and destination enhancement.

The attached report focuses on demand, site planning, program and other issues
surrounding the PCC and supporting industry, and is designed to guide long term
planning for future PCC, hotel and other hospitality investment. A summary of research
results is also presented as an attachment to this Report.
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completion of this report and would be pleased to be of further assistance in the
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1.0 Introduction and Industry Background

Conventions, Sports & Leisure International (CSL) has completed a Futures Study for the
Phoenix Convention Industry. The Study provides recommendations that will assist
community leaders plan for future investment in the industry, develop a balance of future
uses of the South Building site, and to identify the hotel and other district planning
direction important for competing in the convention industry.

This study process consisted of detailed research and analysis, generating a
comprehensive set of market-specific information derived from the following:

e 1,000 convention, conference and event facility projects throughout North
America

e Local market visits, including community and site tours. The on-site presence
provided for a firsthand assessment of the PCC campus and site area strengths and
weaknesses.

e In person and telephone interviews with Phoenix stakeholders, including PCC
management, Visit Phoenix, elected officials and city management, economic
development professionals, hoteliers and other local visitor industry stakeholders.

e Research and analysis of local market conditions, including hotel statistics,
corporate base, air access, attractions and other destination conditions.

e Analysis of competitive/regional and comparable facility markets.
e Surveys of past and lost PCC event customers.

e Survey of 100 national association and corporate meeting planners.

This research forms a base for evaluating potential future development scenarios for
growing the Phoenix convention market sector.

1.1 The Phoenix Convention Industry

The origins of the convention industry in Phoenix essentially began in 1972 with the
opening of the Phoenix Civic Plaza and Symphony Hall. In 1985, an expansion of the
Civic Plaza was completed. At the time, the Civic Plaza represented a venue type
common to the period, sometimes referred to as “boxes with docks”.

In the 1990°’s and 2000’s, the need for more meeting and ballroom space became
prevalent with the blending of tradeshows with more meeting intensive conventions. The
Phase I and Phase II development of convention space in Phoenix, opening in 2006 and
2008 respectively, represented a dramatic response to these trends, placing Phoenix at the
forefront of the industry in terms of convention center product.
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As event attendee and planner preferences continued to evolve, cities broadened their
focus on the development of headquarter hotel inventory, and the concept of a convention
and visitor “district” became more important. The 2008 opening of the Sheraton
Downtown Phoenix reflected these trends.

Today, all the elements of the past convention center concept are still very relevant —
event planners need quality exhibit, meeting and ballroom space, as well as convenient
hotel inventory and nearby entertainment amenities. Looking forward, new elements
related to the convention industry are now becoming important, including technology
supported augmented/virtual reality capabilities, more flexible event spaces, open space
learning/networking spaces throughout the venue, and unique outdoor spaces.

A more in-depth overview of convention and hospitality industry trends is presented in
Appendix A to this briefing.

1.2 Phoenix Convention Center Impacts

Investment in the convention industry, particularly one Positive vent, Attendance & Room Night Impacts
as significant as the development of the North and West Phoeni Convention Genter

Buildings of the PCC, can generate significant impact in No Expansion Actual - Change
terms of new event activity, room nights, €cOnomic qualifiedevents

output, jobs, tax revenues and profits for the visitor 2009 2 % o

) 2010 27 62 35

industry and the overall economy. 2011 2 52 27

2012 27 61 34

2013 19 42 23

To help assess these types of impacts, the Arizona 2014 19 65 46

. . . 2015 19 65 46

Auditor General commissions a study each year that 2016 19 &7 18

measures actual PCC impact relative to impacts that ot " il -

would hgve been generhated assuming the Center had not o = — o
been built (No Expansion scenario). Based on the most

. . Attendance

recent version of this study (conducted by HVS), the 009 62000 310000 248000

event, attendance and room night impacts presented in 2000 46000 229000 183000

. g o . 2011 42,000 211,000 169,000

the adjacent exhibit were calculated. These estimates 2012 33,000 165000 132,000

reflect the net improvement in events, attendance and 2013 24000 118000 94,000

. ) . 2014 24,000 199,000 175,000

room nights resulting from the PCC investment. 2015 24000 248000 224,000

2016 24,000 211,000 187,000

. . . . 2017 24,000 240,000 216,000

As noted in the adjacent exhibit, over the ten years since 2018 24000 295000 271,000

the opening of the PCC expansion, Phoenix has [ 2200 2206000 18900

benefitted from 422 Qualified Events (regional and roomnights

. . 2009 252,000 826,000 574,000
national conventloqs and tradeshows) that' would not 00 18500 643,000 258,000
have been held without the PCC expansion. These 2011 17,000 601,000 430,000

. g1 2012 132,000 523,000 391,000

events have in turn generated 1.9 million net new 5013 96,000 368,000 272,000
attendees to Phoenix, accounting for just over 5.0 million 2014 96000 604000 508,000
. 2015 96,000 694,000 598,000

room mghts. 2016 96,000 647,000 551,000
2017 96,000 674,000 578,000

. 2018 96,000 785,000 689,000

Based on the HVS study, the total economic output 3600 63m000 5019000

generated in the State of Arizona by the PCC in 2018

FUTURES STUDY FOR THE PHOENIX CONVENTION INDUSTRY
Page 2



reached an all time high at $571 million, or 28 percent higher than the output generated in
2017. The tax revenue generated for the State by the PCC in 2018 reached $23.5 million,
higher than any other year of PCC operations.

Like other communities nationally, Phoenix has significantly benefitted from visitor-
generated economic activity that would otherwise not have been created but for the long-
term investments made in its convention industry assets.

In fact, unlike venues that attract local residents, investment in the convention industry
can create net new economic activity, support businesses within and beyond the visitor
sector, create important new employment opportunities, bolster net new local tax
revenues thereby reducing the tax burden on residents, and improve quality of life aspects
within the community.

1.3 Setting a Stage for the Future

We know that the “state-of-the-industry” in terms of space, aesthetics, amenities and
functionality of convention center facilities is continuing to evolve year-over-year in
cities throughout the country. Sufficient headquarter hotel inventory and convention
district walkability are critical to a successful destination. Event planners increasingly
prefer, and oftentimes demand, trend-forward amenities focused on new technology, hall
flexibility, open space learning, outdoor functionality and other features.

As investment in the convention and supporting hospitality industry takes place
nationally, there are also fundamental real estate conditions that have to be considered.
While we can identify the future space needs, amenities, hotel and entertainment, and
trend-forward investment that will be needed, success of these investments requires a site
area that is contiguous/connected to the existing PCC.

A focus of this Phoenix Convention Industry Futures Study is to identify both the types

of investments that should be planned for, as well as the contiguous/connected space
needs required for these investments to be successful.

2.0 Hotel Availability and Implications on Phoenix Market Capture

The availability of guest rooms to serve the requirements of the convention industry is a
critical factor in the success of a convention center. Even with sufficient convention
center space, market capture in the convention industry cannot extend beyond the
availability of convention quality, committable hotel inventory in the area near a center.

To assess the suitability of existing hotel inventory supporting the PCC, we have
analyzed the number of periods of at least four consecutive days between 2016 to 2018
during which there were at least 1,500 available hotel rooms in the downtown area (the
average event days for convention events held at the PCC was approximately 3.8 in
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2018). In 2016, there were 15 such periods, largely between July and December. In
2017, there were 10 four-day periods of 1,500 rooms, with 15 in 2018.

These available room-block periods represent potential for adding new non-local events
at the PCC. However, in order to realistically assess new event potential, we have made
adjustments to reflect holidays and periods during which it can be challenging to attract
large non-local events due to seasonality conditions specific to Phoenix. These data are
reflected in the following chart.

Available Room Blocks of at Least 1,500 Rooms
Downtown Hotels — 2016 to 2018

# of 4-day 1,500-room blocks in DT Phoenix by Year

Total 4-day Blocks

(Less Off-Season™)

Prime Available Blocks

* Off-season defined as July to September.

Source: STR

As previously noted, there were 15 four-day periods in 2016 with at least 1,500 hotel
rooms available downtown. However, five of these took place over various holidays, and
an additional eight were held during the July to September period, defined as the oft-
season. While Visit Phoenix aggressively targets events occurring during the off-season
and other need periods, there were still only two blocks of prime dates during which at
least 1,500 rooms were available in 2016.

Using a similar approach, there was one 4-day block of 1,500 available downtown hotel
rooms during desirable months in 2017, and five in 2018. Of note, there were no four-
day periods during which at least 2,500 downtown hotel rooms were available in any of
the years reviewed. These data suggest that it will be difficult to significantly increase
city-wide convention and other large event activity without expanding the existing
downtown area convention quality hotel inventory proximate to the PCC.

3.0 Historical PCC Operations Assessment

The convention and tradeshow event levels at the PCC have remained fairly steady
during the period 2014 to 2019, averaging approximately 78 events. This consistency
suggests that there are limiting factors, likely hotel and seasonality issues, to the ability to
increase non-local event activity.

FUTURES STUDY FOR THE PHOENIX CONVENTION INDUSTRY
Page 4



The optimal range for exhibit space occupancy for the convention industry is between 50
percent and 70 percent. Occupancy levels nearing or above 70 percent suggest that a
venue may be losing significant market share due to lack of space.

Combined upper and lower level exhibit space occupancy levels at the PCC’s North and
West Buildings have averaged approximately 44.9 percent over the past six years, never
exceeding 49.6 percent. Average annual occupancy for the upper hall has ranged
between 49 percent and 55 percent over the past three years, compared to a consistent 40
percent occupancy for the lower hall.

Annual occupancy levels are significantly impacted by a lack of convention quality hotel
inventory near the PCC, and seasonality patterns that result in very low occupancy during
the July to September period. A summary of PCC exhibit space seasonality patterns over
the past six years is presented in the following exhibit.

North & West Building Exhibit Space Occupancy
2014-2019 Monthly Average Data

100%
90%

80%

68% 9
70% o 67%
58%

Practical
Maximum
Capacity

60%
51% 52%

50%
40%
30%

20% 6%

10%

0%

Source: PCC, CSL International

As noted above, average monthly PCC occupancy peaks at 68 percent in January, 67
percent in June and 58 percent in October, and is generally consistent in the February to
May period. Expected occupancy drops take place during the summer months due to
high temperatures, and in December due to the holiday season and limited event activity
nationally during the month. As previously noted, PCC and Visit Phoenix management
will continue to aggressively target event opportunities during the summer need periods
to help increase PCC occupancy.

Overall PCC occupancy data suggest that an expansion of PCC exhibit space should be
considered more of a longer term priority, likely after additional headquarter hotel
inventory adjacent to the PCC is developed.
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4.0 Comparable and Competitive Facility Analysis

We have prepared a comparison of PCC space and supporting assets with 26 major
market North American convention centers. We have also developed more focused
comparisons with selected centers that can be considered most comparable to or
competitive with the PCC.

It is important to note that several markets are considering expansion and/or improvement
to their convention product, including New Orleans, Orlando, Dallas, Denver, San Diego,
Boston, Los Angeles and Austin. Seattle is underway with a $1.5 billion convention
facility development. Investment in competitive venues will include both space and
amenity additions that are designed to address emerging industry trends. New
headquarter hotel development is planned or underway in Boston, Miami Beach, Portland
and Seattle.

4.1 PCC Space

As shown in the following exhibit, the 312,500 square feet of contiguous exhibit space at
the PCC ranks 22" among the 26 major market North American convention centers
reviewed as part of this analysis. The 502,500 square feet of total exhibit space
(excluding the South Building) also ranks 22" among the comparable and competitive
venue set.

Competitive and Comparable Convention Centers
Contiguous and Total Exhibit Space

New Orleans, LA (1) 965,600
Orando, FL (1) 2,055,100
Chicago, IL 2,588,500
Dallas, TX (1) 724,500
Anaheim, CA (2) 813,600
Houston, TX (1) 862,000
Las Vegas, NV (1) 1,940,600
Atlanta, GA 1,366,000
Detroit, MI 700,500
Denver, CO (1) 584,000
Indianapolis, IN 566,600 i
Philadelphia, PA 679,000 ® Largest Contiguous
San Diego, CA (1) 615.700 Additional space
Boston, MA (1,3) 516,000
San Antonio, TX 513,900
Salt Lake City, UT 510,600
Miami Beach, FL (3) 502,800
Washington, DC 703,000
New York, NY 685,000
Nashville, TN 353,100
Los Angeles, CA (1 767.500 Average Average Total =
Phoenix, AZ 584,500 Contiguous = 820.400
Phoenix, AZ * 502,500 536,800 ?
San Francisco, 538,700 i =
Portland, OR (3) 255,000 Median Contiguous bilzelEl fois]
Austin, TX (1) 246,100 = 525.700 679,000
Seattle, WA (2,3) 455,700 .

1 — Currently planning convention center/hotel expansion

2 — Figure includes space that is planned, under construction, or recently constructed
3 — Planning/constructing a new headquarter hotel property.

Source: facility management, 2019

*- Denotes Phoenix Convention Center totals without the inclusion of square footage in the South Building
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The ratio of meeting to exhibit space at the PCC ranks 5" among the 26 venues reviewed,
with the ballroom to exhibit space ratio ranking 7. These data highlight a relatively high
level of PCC meeting/ballroom space, and represent a competitive strength of the PCC in
an industry with increasing demand for meeting and ballroom space.

4.2  Hotel Inventory

We have conducted a more tailored analysis focusing on the hotel inventory and
destination amenities in the competitive and comparable markets of Anaheim, San Diego,
Houston, Atlanta, New Orleans, Seattle, Austin, Denver, Dallas, Salt Lake City and
Portland.

Event planners prefer destinations that can offer a large block of hotel rooms near a
convention center, in as few properties as possible. Offering large, headquarter-type
properties (500 to 1000+ hotel rooms) near a center is therefore important to
accommodating event planner needs.

In reviewing this analysis, it is important to make the distinction between total rooms and
committable rooms. The share of room inventory that hotel management is willing to
commit to securing a room block for an event is termed “committable” rooms.

When considering Phoenix headquarter hotels and total hotel rooms adjacent to a center,
the 2,225 combined total rooms in the Sheraton, Hyatt and Renaissance rank 5% among
the 13 markets considered. However, as noted in the following exhibit, the 3,838 total
rooms within one-half mile of the PCC ranks 11%.

Summary of Hotel Inventory Proximate (within one-half mile) to Comparable Convention Centers

Atianta, G | 10,098
Seattle, WA | ©.749
New Orleans, LA I 5,601
Austin, TX | I 5,580
San Diego, CA | G263
Denver, CO | 180
Anaheim, CA I 7,508
San Antonio, TX - I 6,593
Houston, TX [ 5665

Dallas, TX N 5,05 Average =
3838 7,000
Salt Lake City, UT N 3,390 Median =
Portland, OR (1) [N 1,761 7,800

1 - Figure includes incoming headquarter hotel property that is either planned or under construction
Source: facility management, 2019

These data again suggest that the ability to assemble a room block for large non-local
conventions and tradeshows in Phoenix is challenging. Combined with the general lack
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of availability of downtown hotel rooms as defined earlier in this summary, the hotel
inventory in Phoenix within close proximity of the PCC should be considered a
competitive disadvantage.

We have also developed an analysis of hotel properties needed to assemble a hotel room
block of 2,500 room within reviewed markets. This level of room commitment is beyond
the capacity of the existing downtown Phoenix hotel inventory where, given the
willingness of management to commit hotel rooms to event room blocks, current blocks
are typically closer to 1,200 rooms. However, it represents an aspirational target for
attracting larger, high-impact conventions and tradeshows.

The analysis also assumes that 60 percent of room inventory would be committed to a
room block. In practice, the committability percentage will vary by market, however the
60 percent assumptions allows for a consistent comparison among markets reviewed.

Summary of Hotel Properties Required to Assemble a Room Block

#of
Properties to
reach 2,500

2,500

ROOMS ) —

Portland, OR  Salt Lake City, Atlanta, GA Dallas, TX San Antonio, San Diego, CA Anaheim, CA Austin, TX New Orleans, Denver, CO Seattle, WA Houston (GRB), | Phoenix, AZ
uT LR

Note: 60% committability rate assumed for each market’s “2-mile hotel inventory.
Source: DMO’s, 2019

As noted above, 2,500 committable rooms can be assembled in most markets, using
between three and ten properties. Three markets, including Phoenix, do not have
sufficiently large committable hotel inventory within one-half mile of the convention
center to assemble a 2,500 room block. According to Visit Phoenix, the Cambria
recently opened with 127 rooms, and the AC Hotel is projected to open in 2021 with 199
rooms. Several other hotels are in the planning or final planning stages with potential
opening in 2021 or 2022. However, all properties either under construction or planned
for opening by 2022 will offer less than 200 rooms.

While adding to overall inventory, these smaller, typically limited service properties are
not a prominent component of non-local event room blocks, with planners preferring
large convention/group oriented properties located in the vicinity of a convention center.

FUTURES STUDY FOR THE PHOENIX CONVENTION INDUSTRY
Page 8



The hotel inventory analysis summarized above clearly indicates a negative effect on the
ability to attract large non-local events to the PCC, and helps explain the PCC occupancy
patterns over the analysis period reviewed.

# of Dining Places within % Mile 4.3 Hospitality Amenities

seale A o We have also reviewed the number of dining

San Diego, CA | -:o establishments within one-half mile of
penver. co | 50 convention centers in the 13 markets
pustin, 7 [ <57 reviewed, as summarized in the following

san Antonio, T | IIEEIN 55 exhibit.

New ortears, LA N 17 The 125 restaurants within one-half mile of
Phoenix, AZ 125 the PCC ranks 6, below the average of 146,
Attants, oA [ 123 as summarized in the following exhibit. In

sat Lake City, T [N 109 addition, the inventory and density of

Average = adjacent or very nearby restaurants to the

Houston, TX - 81 146
Dallas, T [ 46 Me;’;‘;“

Portland, OR [ 37

PCC is somewhat less than desired.

These data demonstrate that creating a highly
desirable convention destination will require
not just PCC and headquarter hotel
investment, but a strategy, building on existing efforts to grow a critical mass of walkable
restaurant, retail and hospitality density, within close proximity of the PCC.

Source: Esri. 2019.

4.4 Convention Center Expansion Real Estate Considerations

We have reviewed the expansion location and configuration for eight completed and
planned major market convention center projects. This review is intended to evaluate the
relative importance of expansion locations within challenging urban environments.
Markets reviewed are San Antonio, Seattle, Anaheim, Denver, Indianapolis, Boston,
Austin and San Diego. Detail for each of these projects is presented in Appendix B.

In almost all cases reviewed, major expansion of convention center space takes place on
sites that are adjacent/connected to the existing venue. In many cases including Denver
and Boston, long term planning taking place at the initiation of the original building
construction envisioned a future contiguous expansion, with earmarked land protected
until needed.

We also note that projects in Boston, Austin and Seattle allowed for some element of
commercial development on/adjacent to the expansion site. In markets such as San
Antonio, Anaheim and Indianapolis, existing structures on the expansion site were
demolished, creating a higher overall project cost. These costs were deemed important to
incur in order to ensure contiguous and/or adjacent expansions.
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Based on our review of these and other convention center projects, the need for
contiguous and/or adjacent parcels to accommodate convention center expansions is very
consistent in the industry nationally. Locating convention center expansion components
outside an adjacent footprint is perceived by event planners as non-competitive for large
events.

5.0 Convention Industry Trends

A summary of broad industry demand trends helps to address an important question in
the industry — is investment, any investment, in the convention industry worthwhile, or is
the industry becoming obsolete — giving way to virtual meetings, teleconferences and
other advances. Establishing the longer term relevance of the industry is an important
precursor to suggesting any material investment in assets designed to gain market share.

Nearly all indicators suggest that the national economy is continuing a pattern of modest
growth. A large collection of data suggests that the health of the convention, tradeshow
and meetings industry, like nearly all industries, has historically been and is currently
linked to the strength and fluctuations of the overall U.S. economy. This “linkage” is a
fundamental premise of any analysis of future convention and tradeshow industry
performance.

The Center for Exhibition Industry Research (CEIR) is a nonprofit organization whose
mission is to advance the growth, awareness and value of exhibitions in the United States.
The annual CEIR Index Report is developed to provide an objective measure of the
annual performance of the exhibition industry focusing on square footage, exhibiting
companies, attendees and gross industry revenue. We have prepared a summary of CEIR
produced historical and projected performance metrics as compared to growth in U.S.
Gross Domestic Product (GDP) for the 15-year period spanning 2005 through 2019, as
presented in the exhibit on the following page.

As shown, convention industry conditions for 2019 show continued modest growth,
along with projected GDP growth of 2.3 percent in 2019 (based on data from The
Conference Board). Given the close parallels between GDP changes and changes in
various measures of the convention industry, we expect future industry growth to
continue to mirror the overall health of the economy.
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Convention & Tradeshow Industry Growth — Comparison to U.S. GDP

| EGDP  ——Net Square Fest ——Exhibitors ——Attendees ——Total |

10%

5%

[0%];

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

-5%

-10%

-15%

—_—
Note: 2014is the base year and is assigned a value of 100. Years 2019— 2021 are forecasted data Forecast

Source: Center for Exhibition Industry Research (CEIR).

We have also analyzed linkages between convention and tradeshow industry demand and
the overall health of the corporate sector, measured in terms of S&P 500 earnings per
share. Our analysis summarizes convention industry and S&P 500 earnings per share
annual growth percentages (or declines) for the past 15 years, in addition to projected
data for future years. A significant decline in S&P 500 earnings per share data in 2008
foreshadowed a significant yet more modest decline in various convention industry
measures in 2009. There has been a link between convention industry and overall
corporate earnings growth since 2011.

Convention & Tradeshow Industry Growth — Comparison to S&P 500 Earnings per Share

| ES&PS00EPS a=MNetSquare Feel a=Exhibitors ——Aftendees —Tl:ltall

Mote: 2014 is fie bess year and is 3ssigned 3 walus of 100, Yaars 2015 — 2021 ars forecasted dats Forecast

Source: Center for Exhibition Industry Research (CEIR).
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These data highlight the steady, modest growth pattern within the convention and
tradeshow industry, and the parallels between the convention/tradeshow industry and the
overall economy.

6.0 Market Demand Research

We have conducted telephone interviews with 100 planners of national conventions and
tradeshows to help assess market demand for convention space in Phoenix, facility space
needs, hotel requirements, seasonality patterns and related factors. The following exhibit
presents the percentage of planners surveyed that would definitely, likely, possibly, not
likely and definitely not book an event in Phoenix. In addition, the exhibit shows a
comparison of the Phoenix survey results to similar research we have conducted for other
selected North American markets.

Summary of Positive Response Rates —
Selected Comparable and Competitive Markets

100%
90% 22.1% 12.0% 17.3% 18.4%
20.8%

80% 20.8% 20.8% 19.0%
70% 23.5% 27.0% 25.3% 24.0%
60%
i 27.8% 26.4% 31.2% 31.0%
50%
21.3%
40% 32.4% 32.8%
0,
30% 22.2% 19:2%
206 22.7%
% 12.0%
13.2% o =0
10% 19.4% A
’ S ’ 133% 12.8%
0%
Toronto Boston New Orleans Orlando San Diego San Jose Seattle Phoenix

B Definitely ™ Likely Possibly Not Likely m Definitely Not

Source: CSL National Event PlannerInterviews.

As highlighted at the right side of the exhibit, 19 percent of national event planners
surveyed would definitely book Phoenix for an event. An additional 21 percent would
likely and 31 percent possibly book Phoenix.

The combined 71 percent positive response rate compares similarly to past CSL survey
results in markets such as San Diego, New Orleans and Boston, and somewhat ahead of
Seattle, Toronto and San Jose. These results indicate a relatively strong opportunity to
maintain and potentially increase market capture, and increase overall PCC occupancy
over time provided hotel and other limitations in the market are addressed.

Primary reasons for not considering Phoenix as an event destination focused on lack of
association members and potential event attendees in the area, geographical rotational
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issues, limitations of large hotels and committable room blocks, and temperature
conditions during the summer months.

We also asked planners to provide their views on various exhibit space configurations,
ranging between fully contiguous and multi-floor exhibit space. Results are summarized
in the following exhibit.

National Event Planner Survey —
Exhibit Space Configuration Preferences

Contiguous exhibit space required 59.1%

16.1%

Contiguous exhibit space strongly preferred
9.7%

Contiguous exhibit space preferred

Willing to use two-hall exhibit space solution 9.7%

Willing to use multi-floor exhibit space solution 5.4%

0% 10% 20% 30% 40% 50% 60% 70%

Source: CSL National Event Planner Interviews, 2019.

A majority of event planners surveyed (59 percent) require contiguous exhibit space, with
an additional 16 percent strongly preferring contiguous space. When combined with the
10 percent preferring contiguous space, a total of 85 percent of planners surveyed would
require or prefer contiguous exhibit space. These data are important to consider when
developing future PCC expansion scenarios.

We have also analyzed the share of market that could be captured in Phoenix under
various committable hotel room and exhibit space square footage totals. The following
table presents the committable hotel room inventory and exhibit space square footage
needed to capture various shares of market, ranging between 50 percent and 92 percent.

Share of Market Captured With
Various Hotel and Exhibit Space Totals

Commiittable

Market Hotel Exhibit
Capture Rooms Space (sf)
50% 2,000 150,000
[<e% 200>  1s000]
70% 2,500 200,000
80% 3,000 280,000

| Co2%) 5,500 G12,500}

Source: CSL Market Survey Research, 2019
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To accommodate 50 percent of the convention and tradeshow market for Phoenix, 2,000
committable hotel rooms and 150,000 square feet of exhibit space would be required. To
reach 80 percent market capture, approximately 3,000 committable hotel rooms and
280,000 square feet of exhibit space would be required.

The 312,500 square feet of lower level exhibit space beneath the North/West buildings
can accommodate approximately 92 percent of the planners surveyed with an interest in
hosting an event in Phoenix. Assuming 2,300 committable hotels rooms within one-half
mile of the PCC, market capture would be only 63 percent. These capture percentages
are highlighted in the chart.

In order to capture 92 percent of events with respect to hotel inventory, approximately
5,500 committable rooms in the market would be needed market-wide. For blocks this
size, it is likely that hotels well outside the downtown area would be needed, which is
common in other markets throughout the country.

Essentially, the downtown Phoenix convention quality hotel inventory has difficulty
supporting the full inventory of PCC upper and lower level exhibit space.

7.0 Guiding Principles for Future Phoenix Convention Industry Development

Based on the analysis conducted, we have prepared a summary of key recommendations
for future investment in the PCC and overall Phoenix convention industry product. The
recommendations are broad, focusing on event space, hotel inventory, trend-forward
facility initiatives and surrounding hospitality district development. Many of these
recommendations are presented in the context of the on-going discussions regarding the
future of the South Building.

The South Building portion of the overall PCC campus can be viewed as somewhat
distinct from the North and West Buildings. Events at the South Building tend to be
more local in nature, including consumer shows, trade events and conferences. This
allows for a more focused sales effort on non-local events for North and West Buildings.

Since the most recent renovation of the South Building in 2008, exhibit hall occupancy
rates have averaged 37 percent, suggesting a lack of overall use relative to desired space
occupancy. However, since 2014, the occupancy of the South Building has likely been
negatively impacted by the event planner concern related to ongoing discussion and press
coverage of the potential redevelopment of the South Building site.

There have been recent discussions as to the highest and best use of the South Building
site, including options that involve various levels of commercial development. The
future market capture success of the PCC and the convention industry in Phoenix will
likely require use of a portion of the South Building site for expansion. This Report
therefore defines appropriate convention industry space targets for the South Building
site.
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The current exhibit space occupancy levels at the PCC (between 40 and 50 percent in the
upper and lower level halls) are negatively impacted by lack of available, walkable
convention hotel inventory. These occupancy levels suggest that future PCC expansion
of space should be considered more of a mid to long-term priority. In addition, the
comparatively high ratio of meeting and ballroom space to exhibit space suggests a
favorable overall balance of sellable areas.

At the same time, we note that the square footage of contiguous PCC exhibit space ranks
near the bottom of the comparable and competitive venue set. Competitive markets
including San Diego, Anaheim, Los Angeles, San Francisco, Denver, Seattle and others
continue to invest in and plan for the future of their convention and hospitality assets.

We also note that the demographics and business practices of the meeting attendee are,
and will continue to change, creating a “moving target” for successful convention center
strategic planning. No venue, regardless of the attractiveness of the market, is entitled to
continually retain specific events or market share. As with any product in any industry,
continual investment is required to respond to evolving customer and industry demands.

As the convention center industry changes, as competitive destinations invest in their
industry product, and as the Phoenix hospitality product continues to develop, some form
of investment in the PCC will be needed over time to maintain, and potentially increase

market share.

Based on the analysis conducted, a summary of investment concepts and timing is
presented throughout the remainder of this Report.

7.1 Near Term Priorities - Initiatives Supported Over the Next Five Years

Added Hotel Inventory

There are significant limitations to the hotel inventory supporting the ability to attract
non-local conventions and tradeshows. As previously noted, between 2016 and 2018,
there were a total of only eight four-day periods during which at least 1,500 hotel rooms
within one-half mile of the PCC were available during desirable periods. The 3,838
rooms within one-half mile of the PCC ranks 11" among 13 comparable and competitive
markets reviewed.

To increase PCC market capture and occupancy percentages, development of added full-
service convention hotels with large committable room blocks near the PCC should be
considered a priority. The development of hotels should include at least one headquarter
property that is (1) attached to or adjacent to the PCC; and (2) offers 800 to 1,200 rooms.
A property of this type would elevate the Phoenix hotel package surrounding the center to
a level comparable to markets such as New Orleans, Austin and San Antonio.
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The current site of the South Building would be an ideal location for such a property from
the perspective of serving the convention industry. There are no other sites adjacent to
the PCC that offer a desired location. As planning for the South Building site continues,
the space needed for the recommended headquarter hotel should be accounted for.

Trend-Forward Amenities

There are numerous trend-forward enhancements to the existing PCC North and West
buildings that should be considered more of a near term priority. These include the
following.

e Incorporating open space learning areas within the prefunction space of the PCC.
Management should consider a new space plan for public areas and purchase of
movable furniture and digital monitors that can be used to create informal meeting
areas. Selected meeting planners should be asked to provide guidance as to how
this space can be developed and marketed.

e Developing a more event production focused outdoor space between the North
and West buildings. In response to growing interest and demand by meeting
planners for unique outdoor event spaces, the PCC has developed a robust
outdoor concept, branded as Canyon on Third. This concept should be expanded
on and could include capabilities for temporary covered structures, electrical
hook-ups, enhanced landscaping and public art installations. Longer term
investments to consider include a permanent tenting structure above Third, and
sound and light features. Cities with successful examples of outdoor spaces cited
by event planners include Honolulu, San Francisco, Anaheim and Denver.

e Incorporating the technology and space needs to accommodate emerging
augmented/virtual reality functions. Only 19 percent of planners surveyed by
CSL in a recent analysis had used AR/VR technology for their event in the past,
however 54 percent stated that they expected to use this technology in the future.

Convention District Enhancements

Between Chase Field, Talking Stick Arena (soon to undergo a $230 million renovation)
and the PCC, approximately six million attendees at over 700 events are attracted to the
downtown Phoenix area. Even with this attendee base, the analysis indicates that the
density of walkable restaurants near the PCC is lacking somewhat relative to competitive
destinations. Building on this convergence of convention, sports and entertainment
venues, the City should undertake a convention/entertainment district planning effort to
identify opportunities for public/private partnerships, programs and investments that
could further establish the walkability and hospitality density of the area within several
blocks of the PCC.
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This effort should focus on the PCC, Chase Field, Talking Stick Resort Arena, Arizona
Science Center, and other proximate assets, and how they can be part of an increasingly
vibrant convention/entertainment district.

7.2 Mid to Long Term Priorities - Initiatives Supported in Years Six to Ten

Added PCC Space

As noted above, added PCC space should be viewed as more of a longer term project.
However, our analysis clearly indicates that the location for any future PCC expansion
will have to be adjacent to the existing North Building, ideally contiguous/connected to
the existing PCC space.

We also note that a contiguous expansion of the lower level exhibit hall may not be
possible with the development of the new shearing wall adjacent to Washington Street.
Future PCC planning should therefore consider the possibility of expanding the upper
hall across Washington Street, incorporating portions of the South Building site.

The future PCC exhibit space inventory could then include the existing lower level hall at
312,500 square feet of contiguous space, plus an added 110,000 to 150,000 square feet to
the upper level hall to provide between 300,000 and 340,000 contiguous upper level
square feet. With this investment, both the upper and lower level halls could
accommodate slightly over 90 percent of the overall national convention and tradeshow
market with an interest in Phoenix as a destination, allowing for hosting two large
overlapping events. This overlapping pattern of event activity can maximize room night
generation and PCC economic impact. A preliminary site layout for long term addition
of PCC space is presented below.

Conceptual Summary of Future South Building Site Use
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As noted in the image, the PCC expansion space would reach across Washington Street
and encompass approximately 5.0 acres of the South Building site. Significant land
(approximately 4.0 to 5.0 acres) fronting 3™ Street, East Jefferson Street and 5™ Street
would be available for future commercial development, ideally including at least one
added headquarter hotel. Alternatively, the hotel component of the project could
potentially be constructed over portions of the added PCC space. However, given the
near term need for the hotel inventory, this option could require advancing the timing of
PCC expansion.

We also note that space at the ground floor under the added exhibit hall on the South
Building site could be used for added restaurant, retail, entertainment and other private
sector development.

Construction costs for convention center investment range nationally and with respect to
specific project type. For high level planning purposes, it is useful to assume hard
construction costs of between $500 and $600 per square foot. Assuming an added
110,000 to 150,000 square feet of exhibit, plus 30,000 to 40,000 square feet of meeting
space, total added sellable space would range between 140,000 and 190,000 square feet.
We can also assume an equal amount of support space for circulation, loading, lobby,
exiting, storage and other areas, resulting in a built square foot total of between 280,000
and 380,000 square feet.

At $500 to $700 per-square-foot and an assumed 30 percent soft cost factor (fees,
financing, permitting, etc.), project costs would range between $182 million and $296
million in current year dollars. Obviously, these estimates are highly conceptual, and will
require extensive architectural, engineering and cost estimating work to verify.

In markets across the country, investment in convention industry assets are taking place.
The current expansion project in Seattle is largely funded through bond issuances
supported by hotel tax revenues. Planned projects in San Diego, Boston, New Orleans
and Austin will also largely be funded with hotel tax revenue. The large majority of
convention facilities nationally are funded with revenue sources derived from visitor
supported expenditures on hotels, and in some cases restaurants, attractions and event
ticket sales.

Transition South Building Event Activity

There are significant challenges that will have to be addressed as the South Building site
is redeveloped. Important community events are housed in the South Building, including
consumer shows, banquets and tradeshows. As the site is redeveloped, a transition plan
will have to be prepared to ensure these events are retained in the community.

If demolition of the South Building takes place prior to the development of expanded
PCC exhibit space, relocation of events would have to take place. While some of these
events could relocate to the upper and lower level PCC exhibit space, PCC management
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estimates that as much as 50 percent of South Building events would have to relocate to
other venues, including venues in Phoenix, Glendale, Mesa, Scottsdale and other metro
area communities.

7.3

Initiatives

Summary of Future PCC and Phoenix Convention Industry Development

The following exhibit presents a consolidated summary of each of the recommended
development initiatives and general timing.

Development Initiative Description and Timing

Development Initiative Development Description Development Timing

Market-Supportable Projects for the Next Five Years

Hotel Inventory

Trend Forward PCC
Investment

Surrounding Hospitality
Assets

Hotel Inventory supporting PCC is lacking. Target addition of 800 to
1,200 rooms in adjacent hotel. This could include expanding an existing
property and/or developing a new property.

Investment in open space learning, augmented/virtual reality and

enhanced outdoor space.

Undertake planning efforts and prepare strategies to advance the
development of restaurant, retail and entertainment within walking
distance of PCC.

Market-Supportable Projects for Years Six to Ten

Exhibit Space

Meeting and Ballroom Space

Transition South Building
Event Activity

Hotel limitations and seasonality patterns result in current PCC
occupancy levels that are not sufficient to support immediate expansion.
Target the ability to offer two contiguous spaces of 300,000 to 340,000
square feet to accommodate multiple overlapping events. Expansion of
upper level hall across Washington Street by approximately 110,000 to
150,000 square feet should be considered.

Maintain the existing high ratio of meeting and ballroom to exhibit
space.

As the South Building site is repurposed, events will have to be shifted to
other venues, including the PCC.

Near term priority. Create public/private partnership
strategies. Location adjacent to PCC is important.

Near term priority.

Strategy development a near term priority. Successful
development takes place over time.

Retain architects in near term to create conceptual
plans. Space development should take place after new
headquarter hotel is developed and PCC occupancy
levels increase.

Space should be developed in conjunction with future
addition of PCC exhibit space.

This initiative will be timed with the demolition of the
South Building.
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rends

FLEXIBLE EXHIBIT SPACE

Convention Industry

RE-INVENTION OF THE CONCOURSE

ICONIC PUBLIC ART

Page i

Simply maintaining the amenities, space types, technology
and other aspects of a convention center will, over time
result in a competitive disadvantage when competing for
events. As investment in convention product takes place in
markets throughout North America, numerous trend
forward investments are being made or considered.

* Open space learning environments, particularly in
lobby/prefunction areas. This requires furniture and
technology investments.

* Areas on and just off the exhibit floor to host
presentations, product demonstrations, sales
presentations and other functions, designed to keep
attendees on the floor.

» Outdoor space suitable for hosting functions for up to
several thousand attendees.

* Numerous sustainability investments, including on-site
areas for food production, green roofs, waste disposal
investments and energy efficiency.

* Technology features and building spaces that will
accommodate virtual/augmented reality productions.

* lconic public art installations that reflect the unique
local culture, history and industry.

Each of these types of trends are explored in detail as part
of the full report.
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Convention Industry Trends: Interior Flexibility

Generic convention center space is quickly being replaced by flexible and adaptive spaces that allow users to customize their event experience. Interior flexibility refers
to space within the convention center that is easily adaptable to serve multiple types of events. Organizations are willing to pay for flexible spaces that facilitate and
foster networking, create more interactive and collaborative work, and provide learning environments that are reflective of the unique destination. One example of this
trend can be found in the emerging open-space learning (OSL) environments. This concept challenges the traditional lecture or seminar-based formats that tend to
draw attendees off the main show floor during events and instead provides unique and creative learning environments that can be constructed in lobbies, pre-function
areas, exhibit halls, ballrooms, etc. The Grand Wayne Convention Center in Fort Wayne, Indiana has invested in different types of portable furniture that allow for
movement throughout lobby/pre-function areas, transforming these spaces for a multitude of function needs. Examples of the different types of setups and furniture

are provided below.
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Convention Industry Trends: Exhibit Hall Flexibility

Event planners are increasingly viewing the exhibit hall as a “village”, creating spaces and experiences that keep attendees on the exhibit hall floor for extended
periods of time. This has led to significant experimentation with hall layout and space creation for presentations, sales meetings, breakout sessions and other
functions. Specific development initiatives that should be considered for the PCC (both current and potential future space] include the following.

* Increased sub-divisibility - similar to recently developed space in Anaheim, allowing for maximum room configuration within large footprint multi-use spaces.

* Exhibit space enhancements - creating micro breakout spaces adjacent and connected to the exhibit floor. These spaces can accommodate eventual adoption of
AR/VR capabilities.

+ Ability to accommodate pop-up spaces on the hall floor, providing power, AV, sound, acoustics, lighting, Internet and other capabilities within areas of the hall.
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Convention Industry Trends: Exterior Flexibility

When selecting a convention center for their events, two important factors considered by planners are event space and the character of the destination. In an attempt to

create a unique differentiation, convention center owners are combining these two important considerations by integrating functional outdoor space into their facility
complex.

Outdoor event space provides attendees with the opportunity to connect with the culture and feeling of a destination in a unique event setting while creating an additional
selling point and source of revenue for centers. Additionally, outdoor space provides a way for a convention center and its visitors to activate the surrounding area. As

convention centers are increasingly becoming more integrated into the community in which they exist, the use of adjacent or elevated outdoor event space is increasing
in importance.

Several examples of outdoor convention center space use are pictured in the images below. The outdoor space in a convention environment can include ground level,
rooftop or terrace areas. The space can be used for both informal gatherings and formal receptions. Permanent and temporary coverings can be installed to support
the event, and various elements of landscaping and features unique to the destination can be included.

Monona Terrace
Madlson Wi
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Convention Industry Trends: Iconic Differentiators and Public Art

In past decades, convention centers were primarily designed around utility — providing sufficient exhibit space, with support space for meetings and banquets. Today,
communities are increasingly viewing their convention center (typically the largest footprint in the downtown) as an opportunity for first class architecture and art.
Planners of expansion and renovation projects often times view the notion of public art as a desired component rather than a potential add-on. Ideally, the aesthetics of
convention centers become storytellers of the destination, reflective of the history, culture and community in which they exist.

Large, iconic and interactive pieces of art can also create a sense of place. For example, the "As We Are” installation at the Columbus Convention Center contains a
photobooth and recreates a person’s portrait 17 times the size of the person represented (shown below). The “Big Blue Bear has become an iconic symbol not just for
the Colorado Convention Center, but for the City of Denver. The Drop outside the Vancouver Convention Center creates a large scale, iconic reflection that is unique to
the destination. Convention center and overall destination planning nationally is considering the value of large iconic public art installations.
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Convention Industry Trends: Technology

While not typically at the cutting-edge of emerging technology, the convention industry has incorporated various mainstream technology into overall building
development and operations. Wireless technology is common, with various experimentation as to bandwidth, accessibility and pricing. Local area networking and
broadcasting capabilities, Internet cafés, digital signage and other technology aspects are now common in the convention industry. These investments, and overall
trends in the industry reflect a process of advancement and adoption of technology within the convention industry. A decade ago, WiFi was considered an emerging
amenity, and now convention centers are spending millions of dollars to continually upgrade their bandwidth and access points to allow significant and reliable access
throughout the entire facility. Summaries of forward looking trends and examples of how convention facilities have adapted these technologies are provided below.

Cell Phone and Beacon Technology: Used for event apps, providing a digital map of facility activity, in-facility wayfinding, real-time attendee metrics, improved
networking and content delivery, among other features. Second-screen technology is also an emerging trend that creates a two-way conversation allowing attendees to
ask questions of general session presenters, participate in panels and take notes on slides to improve presentation engagement.

Video Streaming: As hybrid meetings continue to grow in importance, facilities are investing in technologies to accommodate virtual attendees. The redeveloped Cobo
Center in Detroit includes a 5,000 square foot broadcast studio that offers all of the technologies and services needed to create programming, live event webcasting, and
large-scale program distribution.

Occupancy Sensors: Center owners are installing state-of-the-art sensor technologies. The sensors are connected to both LED lighting and thermostat controllers,
allowing for adjustments to be made depending on the number of people in a room.

Page vi
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Convention Industry Trends: Food and Beverage

The provision of food service has and is slowly changing in several ways. Food service quality has always been seen by event planners as a differentiator when
considering destinations. Centers with better reputations for food service can have a competitive advantage. Recent trends in the food and beverage sector are more
reflective of changing demographics and how conventions and meetings are being produced. The balance between standard sit-down banquets and more informal food
options may be shifting towards the informal, and the ability of a center to offer more convenient or “pop-up” dining opportunities could become much more important in
the future. Meeting and event planners are also increasingly asking for more diverse food and beverage options. This challenges convention center caterers to be more
flexible and varied in their offerings. Examples of this type of food service diversity are presented below.
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Food Trucks and Portable Options: With more attendees looking for local food options unique to the destination, food trucks are increasingly forging partnerships with
convention centers throughout the country. The Anaheim Convention Center has had great success with incorporating food trucks into their event production.

Locally Sourced/Natural Offerings: As part of their recent renovation, Cobo Center opened Go Natural, their new grab-and-go style outlet, offering quick made fresh
daily options with natural ingredients that are locally sourced. Additionally, many convention centers such as Denver, Orlando and Cleveland have started producing
their own ingredients on campus.

“Crafted” Beverage Experience: The desire for locally sourced options extends beyond meats and produce. With the rise of microbreweries, distilleries and vineyards,
among others, attendees are looking for an all-around “crafted” experience. From locally grown and ground coffee to craft beer, convention centers are finding unique
ways to provide attendees with craft beverage options they can't find anywhere else. The Owensboro (KY) Convention Center in partnership with Bulleit Bourbon &
Coastal Wine and Spirits of Kentucky opened the Bulleit Bourbon Bar to showcase more than forty local bourbons.
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Convention Industry Trends: AR/VR/MR and Shared Attention

As Virtual Reality (VR), Augmented Reality (AR]) and Mixed Reality (MR) products continue to evolve and become more accessible, the private sector has begun to adopt
these technologies for practical applications. As summarized below, major companies such as Walmart and Ford are using VR to train their employees, while the
medical industry has begun to use AR, VR and MR to simulate surgery procedures and share information dynamically in real-time.

CSL's periodic survey outreach to national event planners identified that while only 19 percent of event planners have utilized these technologies as part of their past
event programming, 54 percent believe that they will be significant event components in the future. For management of convention centers, it will be important to
consider the implications this trend has as it relates to future event planners’ preferences of event space, lighting, capacity and internet access.

Industry experts such as Tim Merel, Founder/CEO of Menlo Park VR/AR/MR
tech developer Eyetouch Reality, corporations are adopting AR/VR/MR
technology in various ways.

*  Walmart - Introduced VR to the retail space by using the technology to
upgrade manager training at its 200 Walmart Academies.

* Ford - Using a Gamified VR Experience to Demonstrate the New Co-Pilot360
Safety Technology. Also using AR for training of 10,000 employees.

* Verizon - Used for training 22,000 employees.

* Lockheed Martin - Used for training, helping to reduce training and
operations time.

* BAE Systems - Used for training, reducing overall training time and o E— Lusha0 8 'L SRHOTVROCSDemo
assembly worker time cycles.

» Medical/Healthcare - Medical Realities, a company that uses virtual reality
and other immersive technologies for surgical training.
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Convention Industry Trends: Sustainability Trends

Event planners have had a mixed view over time of the importance of sustainability efforts in convention facilities. Every year, several centers introduce various
elements of sustainability, including energy efficiency, recycling, green space and other elements. Looking ahead, sustainability trends will likely continue to grow in
importance. Examples within specific centers nationally are summarized below.

Green/living roof:

Reduces energy costs associated with building temperature, improves water quality due to reduced storm water runoff, improves the air quality and increases habitat
promoting biodiversity (i.e. birds, bees, etc.). At the Javits Center, their living roof has become an attraction, used for community educational programs and available for
tours. The on-going Javits Center expansion will also include a one-acre rooftop farm, growing produce for event food service.

Composting/waste diversion:

Through such programs as offering composting as a default option for attendees, or recycling waste to be repurposed as energy, among others. At the Huntington
Convention Center in Cleveland, their Grind2Energy system takes the excess food from events, grinds it on-site with industrial strength grinder and converts the waste
into a slurry. Itis then transported to a local digestion facility that extracts the methane for energy production and produces a nutrient rich soil.

Solar panels:
Creates renewable energy to power facility electricity needs and reduce environmental impacts. Many convention centers such as Salt Lake City, Minneapolis, Portland
and Anaheim have installed solar panels in recent years.

Water recycling:

Onsite water treatment efforts to process and reuse water for things such as toilets, irrigation, among others. Music City Center in Nashville has a 360,000 gallon rain
water cistern that in 2014 collected more than three million gallons of rain water, equivalent to approximately 40 percent of the center's water use. The David L.
Lawrence Convention Center in Pittsburgh has an onsite wastewater treatment plant. Less than one third of the facility’s water comes from city taps as they use
reclaimed and recycled water to flush toilets and urinals.

Food donation programs:
Partnerships created with local community organizations to donate extra meals to local food banks, charities and shelters.
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Expansion Projects Case Studies: A Review of Real Estate Issues

$an Diego

We have reviewed the expansion location and configuration for eight
completed and planned major market convention center projects. This review
is indented to evaluate the relative importance of expansion location within
challenging urban environments. Markets reviewed are San Antonio, Seattle,
Anaheim, Denver, Indianapolis, Boston, Austin and San Diego.

Key Observations

In almost all cases reviewed, major expansion of convention center space
takes place on sites that are adjacent/connected to the existing venue. In many
cases including Denver and Boston, long term planning taking place at the
initiation of the original building construction envisioning a future contiguous
expansion, with earmarked land protected until needed.

We also note that projects in Boston, Austin and Seattle allowed for some
element of commercial development on/adjacent to the expansion site.

Existing SDCC
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The least contiguous expansion is taking place in Seattle. The original location
of the Center precluded a fully contiguous first expansion, and required a
second expansion location approximately one block for the original site. The
combined center will typically serve as two venues catering to separate
overlapping events.

In markets such as San Antonio, Anaheim and Indianapolis, existing structures
on the expansion site were demolished, creating a higher overall project cost.
These costs were deemed important to incur in order to ensure contiguous
and/or adjacent expansions.

Based on our review of these and other convention center projects, the need
for contiguous and/or adjacent parcels to accommodate convention center
expansions is very consistent in the industry nationally. Locating convention
center expansion components outside an adjacent footprint is perceived by
event planners as non-competitive for large events.

Expansion.
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Expansion Projects Case Studies: San Antonio - HBGCC Expansion

* The San Antonio Convention Center expansion was completed in
2016. Original plans for the expansion included renovation of the
original 1968 hall with a limited addition of space on the east side of
the facility.

Demolished
Space

* Working with CSL and project architects, the city made the decision
to significantly increase the budget for the project, allowing for the
demolition of the original 1968 structure which was separated from
the rest of the center by a canal. Fully new space was added to the
east end of the Center, creating 513,900 square feet of contiguous
exhibit space.

* In addition, the demolition of the original Center space allowed for
the creation of a significant increase to Hemisfair park, providing
significant benefits to residents, visitors and convention attendees.

_ /. Park Space

; ¢ L y | 37 - 3 3
P e WoeN EERE | 7 v ¢

FUTURES STUDY FOR THE PHOENIX CONVENTION INDUSTRY @ City of Phoeni
Ity O oenix

Page xi




Expansion Projects Case Studies: Seattle — WSCC Expansion

* The Washington State Convention Center was originally developed
in 1988. CSL conducted a feasibility study for Center expansion in
1995.  Study recommendations focused on the challenges of
connecting two venues across Pike Street, recommending that any
exhibit space expansion include the development of a 90 foot wide
connector hall between existing and new exhibit space.

* The expansion included the connector, located four stories above
Pike Street, as well as a connector for truck traffic to allow for
freight access to the new space. Several levels of meeting and
ballroom space were included in the project.

» Today, construction is underway on a new expansion, consisting of
added space located approximately one block from the existing
Center. The tight urban location of the existing WSCC and the lack
of available land for expansion necessitated the current bifurcated
expansion solution.

Original Building
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Expansion Projects Case Studies: Anaheim — ACC Expansion

* The Anaheim Convention Center offers 670,100 square feet of
contiguous exhibit space. The original venue consisted of several
separate exhibit halls connected by a small lobby. A major
expansion project in 2000 successfully joined each hall to create the
existing contiguous space. This project also created highly desired
outdoor plaza space that is often used for event functions.

* CSL conducted various studies for the past and the most recent
expansion project opened in 2017. The more recent expansion
provided approximately 200,000 square feet of added flexible space
on two levels, connected by walkway to the existing center. The
space is highly divisible, allowing event planners to accommodate
exhibits, food functions, general sessions, meetings and other
gatherings.

Existing ACC

* Recognizing the importance of maintaining a tight, connected
campus setting, a large parking structure was demolished to make
way for the recent expansion, adding costs to the project but
allowing for the most desired overall connection to the existing
Center.
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Expansion Projects Case Studies: Denver — CCC Expansion
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The Colorado Convention Center (CCC] originally opened in 1990,
adjacent to the Currigan Exhibition Hall, a 100,000 square foot
exhibit venue originally constructed in 1968. The site for the 1990
center was chosen given the availability of adjacent space for future
contiguous expansion.

In effect, Currigan Hall was viewed as a contiguous land bank for
future expansion of the CCC. CSL feasibility studies identified the
market support for an expansion, providing 584,000 square feet of
total contiguous space. The expansion was completed in 2005.

The entire project from conception was designed as a single
contiguous venue, with land planning taking place to ensure the
overall functionality and contiguous nature of the space.

Planning is underway for an additional enhancement to the Center,
inclusive of added ballroom, meeting and outdoor function space.

@ City of Phoenix




Expansion Projects Case Studies: Indianapolis — ICC Expansion

* The original Indianapolis Convention Center opened in 1972,
undergoing numerous expansions since.  The most recent
expansion was completed in 2011, providing for 566,600 square feet
of connected exhibit space.

» The original NFL stadium (RCA Dome] was demolished to
accommodate the 2011 expansion, with a new venue Lucas Oil
Stadium developed to house the NFL Colts.
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Expansion Projects Case Studies: Boston — BCEC Expansion

Proposed
Expansion

Proposed
4. Commercial

.- ¢ Development s

Hotel -~ &
e -
F s / ¥
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The Boston Convention & Exhibition Center opened in 2004 with
approximately 516,000 square feet of contiguous exhibitit space.
The outer urban location for the project allowed for retaining a 13.5
acre parcel adjacent to the Center for future expansion.

Current expansion plans call for an additional 100,000 to 200,000
square feet of contiguous exhibit space, plus added meeting and
ballroom space.

The expansion site also allows for future commercial development,
potentially including office, residential and added headquarter hotel
inventory.

Current plans also call for the sale of the Hynes Convention Center

(originally opened in 1988). Proceeds from the sale will assist in
funding the BCEC expansion.

@ City of Phoenix




Expansion Projects Case Studies: Austin — Planned ACC Expansion

ACC

FUTURES STUDY FOR THE PHOENIX CONVENTION INDUSTRY

Page xvii

Proposed ',
Existing ! Expansion

The Austin Convention Center originally opened in 1992 with
approximately 125,000 square feet of contiguous exhibit space. An
expansion of the Center opened in 2002, roughly doubling the
facility space.

A planned $1.2 billion expansion has been discussed for several
years, with plans focused around either a contiguous expansion
requiring significant demolition of prefunction areas, or an
expansion across Trinity Street that would provide up to 250,000
square feet of new exhibit space and added meeting and ballroom
space.

The evaluation of expansion options considered Center
functionality, business disruption, street grid and various urban
planning issues. The preliminary decision was made to keep Trinity
Street open and expand on the adjacent parcel.

The need to retain some connectivity with the existing Center

necessitated the challenging expansion solution, inclusive of
extensive demolition requirements.

@ City of Phoenix




* The San Diego Convention Center currently offers approximately
525,700 square feet of contiguous exhibit space. Occupancy levels
for this space routinely exceed 70 percent, and market demand has
been deemed sufficient for Center expansion.

* CSL evaluated various expansion options, including contiguous
expansion and development of new space several blocks from the
current facility.

+ Extensive event planner research was conducted, including
meeting planner focus group sessions in Chicago and Washington
D.C. This research led to the conclusion that the non-contiguous
expansion would not address customer needs, resulting in
decreased market capture. Specific feedback was given as to the
significant difficulties in producing a large event in two venues
separated by several blocks.

Page xviii

FUTURES STUDY FOR THE PHOENIX CONVENTION INDUSTRY @ City of Ph
ity of Phoenix




s MR LR i .
'flj'.f A L L SN
(s !

;l
1'.
!

LA
?tjfﬁﬁﬂ &

gOgy

{r.-; §y

S
-~ =

'
{;

FUTU
HOSPITALITY ASSETS

RES STUDY FOR T

CONVENTIONS
I SPORTS

o

@ City of Phoenix ICL:EISURE

=
L —
S| ! l ENAR

HE PHOENIX CONV

-

ON CENTER AND SURROUNDING

January 21, 2020

oo = | —l 1]}




CONVENTIONS
SPORTS Q

L EISURE

January 21, 2020

Mr. John Chan

Director, Phoenix Convention Center & Venues
100 North Third Street

Phoenix, Arizona 85004

Dear Mr. Chan:

Conventions, Sports & Leisure International (CSL) has completed a Futures Study for the Phoenix Convention Center and Surrounding Hospitality Assets. The set of analysis
slides presented in the remainder of this document summarizes the extensive research conducted to support findings and recommendations presented in the Report.

We sincerely appreciate the assistance and cooperation we have been provided in the compilation of this Report and would be pleased to be of further assistance in the
interpretation and application of our findings.

Very truly yours,

CSL International

Conventions, Sports & Leisure International
520 Nicollet Mall e Suite 520 e Minneapolis, MN 55402 e Telephone 612.294.2000 e Facsimile 612.294.2045
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1. DOWNTOWN PHOENIX HOSPITALITY ANALYSIS




1.0 DOWNTOWN PHOENIX HOSPITALITY ANALYSIS

We have reviewed various measures of downtown Phoenix hotel industry
performance and room availability. Data presented in the following three
slides indicate the following.

* Average annual daily hotel room rates have increased steadily over the
past five years, reaching approximately $166.00 in 2018. Even with supply
growth, occupancy levels have stabilized at just under 70 percent for the
past four years. These data suggest a fairly strong hotel sector, evidenced
by the private sector interest in developing added inventory. Much of this
inventory consists of smaller select service properties that are not ideal
for assembling large convention room blocks.

» Seasonality patters are significant, with occupancy levels in the 50’s during
July and August, reaching nearly 90 percent in March. These data
highlight the challenges in generating significant increases in occupancy
on an average annual basis. Average daily room rates also follows this
seasonality pattern.

* To assess the suitability of existing hotel inventory supporting the PCC, we
have analyzed the number of periods of at least four consecutive days
between 2016 to 2018 during which there were at least 1,500 available
hotel rooms in the downtown area (the average event days for convention
events held at the PCC was approximately 3.8 in 2018]). In 2016, there were
15 such periods, largely occurring between July and December. In 2017,
there were 10 four-day periods of 1,500 rooms, with 15 in 2018.

* These available room-block periods represent potential for adding new
non-local events at the PCC. However, five of the 15 four-day periods in
2016 took place over various holidays, and an additional eight were held
during the July to September period, defined as the off-season. While
Visit Phoenix aggressively targets events occurring during the off-season
and other need periods, there were still only two blocks of prime dates
during which at least 1,500 rooms were available in 2016, and one and five
blocks of dates in 2017 and 2018, respectively.

FUTURES STUDY FOR THE PHOENIX CONVENTION INDUSTRY



1. Phoenix Hospitality: Downtown Hotel Performance

ADR and Occupancy Rates by Month
(average 2016-2018])

ADR and Occupancy Rates by Calendar Year
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80% $170 $
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61 99 $150
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50% $130 $130
40%
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0
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20% 490
10% $70
0% $70

2013 2014 2015 2016 2017 2018

mm Occ =—ADR

Source: STR, 2019.
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1. Phoenix Hospitality: Downtown Daily Hotel Availability by Year
Note: charts reflect available rooms by day, represented in green

rooms available

# of 4-day blocks w/ 1,500

# of 4-day blocks w/ 1,500

rooms available

# of 4-day blocks w/ 1,500

rooms available

Q1 (Jan — Mar) 0 Q1 (Jan — Mar) 0 Q1 (Jan — Mar) 1
Q2 (Apr — Jun) 1 Q2 (Apr — Jun) 2 Q2 (Apr — Jun) 3
Q3 (Jul — Sep) 6 Q3 (Jul — Sep) 3 Q3 (Jul — Sep) 4
Q4 (Oct — Dec) 8 Q4 (Oct — Dec) 5 Q4 (Oct — Dec) 7
TOTAL 15 TOTAL 10 TOTAL 15
2016 2017 2018
3,076 3,396 3,609
2,307 2,547
2,406

1,698
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1. Phoenix Hospitality: Downtown Room Blocks by Year

# of 4-day 1,500-room blocks in DT Phoenix by Year

Total 4-day Blocks
Less Holidays

(Less Off-Season*) (8) (4) (5)

IN
=Y
I3,

Prime Available Blocks

* Off-season defined as July to September.

Source: STR, 2019
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2. HISTORICAL OPERATIONS ANALYSIS




2.0

HISTORICAL PCC OPERATIONS ANALYSIS

We have reviewed PCC market performance for the past six years. Data
presented in the following seven slides indicate the following.

The PCC generates significant total attendance across a variety of events
including conventions, tradeshows, consumer shows, meetings, sporting
events and a variety of other functions. The convention and tradeshow
sector is responsible for the large majority of room night generation.

Convention and tradeshow event levels in the North/West Buildings have
remained steady over the past six years, with some drop in low impact
meetings, banquets and conferences. South Building event activity has
remained generally consistent, with recent drops in meeting/banquet and
conference activity.

Exhibit hall occupancy levels for each of the PCC exhibit spaces has
generally remained near or below 50 percent. These data, significantly
impacted by limitations to hotel inventory discussed later in this report, do
not warrant an immediate large-scale expansion of PCC space. However,
as will be noted, existing PCC square footage is lower than many
competitors, and potential future expansion should be considered a longer
term priority.

On a 365 day basis, there are numerous sets of dates during which the
existing PCC exhibit space would be available for large event activity.
Limitations to the convention hotel inventory near the PCC can negatively
impact the ability to attract added non-local events.

Ballroom occupancy levels are high, reaching at or near 70 percent for the
North Ballroom. Future PCC planning should include the ability to create
added ballroom capacity, potentially through the development of space
that can host food functions, general sessions, poster sessions, light
exhibits and other multi-purpose functions.

‘-_
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2. Historical PCC Operations: Summary of PCC Event Types

Event Type Description Attendance Room Nights
per Event per Event

Convention/Tradeshow Conventions with and without 3,700 3,300
exhibits, tradeshows™

Meeting/Banquet/Conference Banquets & receptions, conferences 800 30
and small meetings

Consumer Show Flat floor consumer/public expos and 4,700 10
shows

Sport and Competition Primarily martial arts, dance, cheer 1,600 80
events

Other Ceremonies, community events, 4,500 700
graduations, job fairs and special
events

Note: Figures for Attendance per Event and Room Nights per Event representative of PCC event data from 2014 through August of 2019.
* - tradeshows primarily occur in South Building, while conventions occur in North and West Buildings.
Sources: PCC; CSL International, 2019
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2. Historical PCC Operations: PCC Event Characteristics by Year
(West, North and South Buildings)

02018
W 2017 m2017

O2016 ¥ o016
02015 Sport & Competition

Sport & Competition

02015
02014 02014

]
]
Convention/Trade Show ——I Convention/Trade Show
T
]
]
]
I
]
T

02019 02019
Other i 02018 Other
I

Consumer Show Consumer Show

Meeting/Banquet/Conference

Meeting/Banquet/Conference §

0 50,000 100,000 150,000 200,000 250,000 300,000 350,000 0 50,000 100,000 150,000 200,000 250,000 300,000 350,000

Number of Attendees Number of Room Nights

Notes: Data for 2019 include event bookings as of August 2019. The Superbowl attracted nearly 175,000 people to the PCCin 2015.
Sources: PCC; CSL International, 2019
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Number of Events

2. Historical PCC Operations: PCC Event Levels by Type by Hall
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Notes: Data for 2019 include event bookings as of August 2019.
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Sources: PCC; CSL International, 2019
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2. Historical PCC Operations: Exhibit Space Occupancy by Hall

100%

90%

80%
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2014

2015 2016
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40.3%

2017
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49.2%

33.8%

40.6%
34.9%

2018
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O Lower Level Halls

B Upper Level Halls

O South Halls & Ballroom

Notes: Data for 2019 include event bookings as of August 2019.
Sources: PCC; CSL International, 2019
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2. Historical PCC Operations: Exhibit Space Occupancy by Month by Building

North/West Buildings
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Notes: Data for 2019 include event bookings as of August 2019.
Sources: PCC; CSL International, 2019
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2. Historical PCC Operations: North Exhibit Halls Daily Usage (2019)

Lower Level Upper Level
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Note: Data shown represent the total gross square feet of exhibit space occupied per day during the 2019 calendar year, as of August 2019.
Sources: PCC; CSL International, 2019
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2. Historical PCC Operations: Ballroom Space Occupancy by Hall
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Sources: PCC; CSL International, 2019
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COMPETITIVE/COMPARABLE FACILITY ANALYSIS

We have reviewed the exhibit space totals at facilities that are competitive
and/or comparable to the PCC. Data presented in the following eight slides
indicate the following.

The 312,500 square feet of contiguous exhibit space at the PCC ranks 22nd
among the 26 major market North American convention centers reviewed
as part of this analysis. The 502,500 square feet of total exhibit space
(excluding the South Building) also ranks 22nd among the comparable and
competitive venue set.

The ratio of meeting to exhibit space at the PCC ranks 5th among the 26
venues reviewed, with the ballroom to exhibit space ratio ranking 7th.
These data highlight a relatively high level of PCC meeting/ballroom
space, and represent a competitive strength of the PCC in an industry with
increasing demand for meeting and ballroom space. Any future addition of
exhibit space should be paired with added meeting and ballroom space.

Several markets are considering expansion and/or improvement to their
convention product, including New Orleans, Orlando, Dallas, Denver, San
Diego, Boston, Los Angeles and Austin. Seattle is underway with a $1.5
billion convention facility development. Investment in competitive venues
will include both space and amenity additions that are designed to address
emerging industry trends.

New headquarter hotel development is planned or underway in Boston,
Miami Beach, Portland and Seattle.

As the competitive landscape develops, the inventory of space and
amenities associated with the PCC may be challenged to maintain market
capture into the future.
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3. Competitive/Comparable: Contiguous & Total Exhibit Space

New Orleans, LA (1)
Orlando, FL (1)
Chicago, IL

Dallas, TX (1)
Anaheim, CA (2)
Houston, TX (1)

Las Vegas, NV (1)
Atlanta, GA

Detroit, Ml

Denver, CO (1)
Indianapolis, IN
Philadelphia, PA
San Diego, CA (1)
Boston, MA (1,3)
San Antonio, TX
Salt Lake City, UT
Miami Beach, FL (3)
Washington, DC
New York, NY
Nashville, TN

Los Angeles, CA (1)

Phoenix, AZ

e——————

Phoenix, AZ *

San Francisco, CA (2)
Portland, OR (3)
Austin, TX (1)
Seattle, WA (2,3)

965,600

724,500
813,600

862,000

700,500
584,000
566,600
679,000
615,700
516,000
513,900
510,600
502,800
703,000
685,000
353,100
767,500
[ 584,500
[ 502,500
538,700
255,000
246,100
455,700

1,366,000

2,055,100

1,940,600

Average
Contiguous =
536,800

Median Contiguous
= 525,700

2,588,500

W Largest Contiguous
B Additional Space

Average Total =
820,400

Median Total =
679,000

1 — Currently planning convention center/hotel expansion.

2 — Figure includes space that is planned, under construction, or recently constructed.
3 — Planning/constructing a new headquarter hotel property.

Source: facility management, 2019.

* - Denotes Phoenix Convention Center totals without the inclusion of square footage in the South Building.
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3. Competitive/Comparable: Total Meeting Space

Orlando, FL (1) 419,900
Chicago, IL 372,800
Las Vegas, NV (1) 242,600
New Orleans, LA (1) 232,600
Atlanta, GA 226,400
Seattle, WA (2) 214,900

San Francisco, CA (2 178,900
Phoenix, AZ 157,300
Boston, MA (1,3 150,800

Philadelphia, PA 149,100
Washington, DC 148,000
San Antonio, TX 144,600
[ Phoenix, AZ * | 130,200
Detroit, Ml 119,500
San Diego, CA (1) 118,700
Salt Lake City, UT 113,600
Indianapolis, IN 113,300
Houston, TX (1) 109,100
Los Angeles, CA (1) 104,000 =
Dallas, TX (1) 97,200 Average
Denver, CO (1) 91,500 149,200
Anaheim, CA (2) 86,400
Nashville, TN 83,700
Miami Beach, FL (3) 80,400
Portland, OR (3) 54,300 118,700
Austin, TX (1) 49,200
New York, NY 28,000

Median =

1 — Currently planning convention center/hotel expansion.

2 — Figure includes space that is planned, under construction, or recently constructed. . . . . . . -

3 — Planning/constructing a new headquarter hotel property. * - Denotes Phoenix Convention Center totals without the inclusion of square footage in the South Building.
Source: facility management, 2019.
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3. Competitive/Comparable: Ratio of Exhibit/Meeting

Seattle, WA (2,3) 0.47
San Francisco, CA (2) 0.33
Boston, MA (1,3) 0.29
San Antonio, TX 0.28
Phoenix, AZ 0.27
Phoenix, AZ * 0.26
New Orleans, LA (1) 0.24
Nashville, TN 0.24
Salt Lake City, UT 0.22
Philadelphia, PA 0.22
Portland, OR (3) 0.21
Washington, DC 0.21
Orlando, FL (1) 0.20
Indianapolis, IN 0.20
Austin, TX (1) 0.20
San Diego, CA (1) 0.19
Detroit, Ml 0.17
Atlanta, GA 0.17
Miami Beach, FL (3) 0.16
Denver, CO (1) 0.16
Chicago, IL 0.14 Average =
Los Angeles, CA (1) 0.14 0.20
Dallas, TX (1) 0.13 .
Houston, TX (1) 0.13 Median =
Las Vegas, NV (1) 0.13 0.20
Anaheim, CA (2) 0.1
New York, NY 0.04

Low

1 — Currently planning convention center/hotel expansion.

2 —Figure includes space that is planned, under construction, or recently constructed.  *_ Denotes Phoenix Convention Center totals without the inclusion of square footage in the South Building.
3 — Planning/constructing a new headquarter hotel property.

Source: facility management, 2019.
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3. Competitive/Comparable: Total Ballroom Space

Chicago, IL 203,400
Philadelphia, PA 121,900
118,800
Seattle, WA (2,3) 104,400
San Francisco, CA (2) 99,000

New 96,700
Phoenix, AZ * 90,800

San Antonio, TX 89,900
Denver, CO (1) 82,200
San Diego, CA (1) 81,700
Nashville, TN 68,100
Austin, TX (1) 66,700
Detroit, Ml 66,000
Dallas, TX (1) 65,100
Indianapolis, IN 62,200
Orlando, FL (1) 62,200
Portland, OR (3) 59,400
Atlanta, GA 58,700
Washington, DC 52,000 _
Los Angeles, CA (1) 47.900 Average =
Salt Lake City, UT 45,000 68,600
Miami Beach, FL (3) 41,700
Boston, MA (1,3) 40,000 :
Anaheim, CA (2) 38.100 Median =
Houston, TX (1) 31,600 62,200
New York, NY 30,000
Las Vegas, NV (1) | 0

1 — Currently planning convention center/hotel expansion.

2 — Figure includes space that is planned, under construction, or recently constructed. = _ penotes Phoenix Convention Center totals without the inclusion of square footage in the South Building.
3 — Planning/constructing a new headquarter hotel property.

Source: facility management, 2019.
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3. Competitive/Comparable: Ballroom Space per Room

Chicago, IL 203,400
Orlando, FL (1) 62,200
New Orleans, LA (1) 96,700
Seattle, WA (2,3) I 104,400
San Francisco, CA (2) 99,000
Philadelphia, PA 121,900
Washington, DC 52,000
Nashville, TN 68,100
Denver, CO (1) 82,200
Phoenix, AZ * . 90,800
Phoenix, AZ e 118,800
Salt Lake City, UT 45,000
Austin, TX (1) 66,700
San Diego, CA (1) 81,700
Boston, MA (1,3) 40,000
Detroit, Ml 66,000
San Antonio, TX 89,900
Anaheim, CA (2) 38,100
Portland, OR (3) 59,400 Average Lgst
Indianapolis, IN 62,200 Contig =
Atlanta, GA 58,700 ontig =
Houston, TX (1) 31,600 42,800
New York, NY 30,000
Dallas, TX (1) T 65,100 .
Los Angeles, CA (1) 47,900 Median Lgst
Miami Beach, FL (3) 41,700 Contig =
Las Vegas, NV (1) | O 40.000

1 — Currently planning convention center/hotel expansion.

2 — Figure includes space that is planned, under construction, or recently constructed.
3 — Planning/constructing a new headquarter hotel property.

Source: facility management, 2019.

* - Denotes Phoenix Convention Center totals without the inclusion of square footage in the South Building.
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3. Competitive/Comparable: Ratio Exhibit/Ballroom

Austin, TX (1) 0.27
Portland, OR (3) 0.23
Seattle, WA (2,3 0.23
02
San Antonio, TX 0.19
Nashville, TN 0.19

San Fr 0.18
0.18
Philadelphia, PA 0.18
Denver, CO (1) 0.14
San Diego, CA (1) 0.13
Indianapolis, IN 0.11
New Orleans, LA (1) 0.10
Detroit, Ml 0.09
Dallas, TX (1) 0.09
Salt Lake City, UT 0.09
Miami Beach, FL (3) 0.08
Chicago, IL 0.08
Boston, MA (1,3) 0.08
Washington, DC 0.07
Los Angeles, CA (1) 0.06 Average =
Anaheim, CA (2) 0.05 0.11
New York, NY 0.04 :
Atlanta, GA 0.04
Houston, TX (1) 0.04 Median =
Orlando, FL (1) 0.03 O 09
Las Vegas, NV (1) | 0.00 :

1 — Currently planning convention center/hotel expansion. L
2 — Figure includes space that is planned, under construction, or recently constructed. ow

3 — Planning/constructing a new headquarter hotel property. * - Denotes Phoenix Convention Center totals without the inclusion of square footage in the South Building.
Source: facility management, 2019.
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3. Competitive/Comparable: Ratio Exhibit/Largest BR

Austin, TX (1)
Nashville, TN
Portland, OR (3)
Seattle, WA (2,3)
San Francisco, CA (2)
Phoenix, AZ * |
Salt Lake City, UT
Denver, CO (1)
Philadelphia, PA
_ Phoenix: AZ |
Boston, MA (1,3)
San Antonio, TX
Washington, DC
San Diego (1)
New Orleans, LA (1)

Indianapolis, IN
Detroit, Ml
Anaheim, CA (2) 0.05
New York, NY 0.04
Miami Beach, FL (3) 0.04
Houston, TX (1) 0.04
Chicago, IL 0.04
Dallas, TX (1) 0.04
Los Angeles, CA (1) 0.03
Orlando, FL (1) 0.03
Atlanta, GA 0.02

Las Vegas, NV (1) | 0.00

1 — Currently planning convention center/hotel expansion.

2 — Figure includes space that is planned, under construction, or recently constructed.

3 — Planning/constructing a new headquarter hotel property.
Source: facility management, 2019.

0.18
0.14
0.13
0.13
0.09
0.09
0.09

0.08

0.08
0.08
0.08
0.08

0.07
0.07
0.06
0.06
0.06

Average =

Median =
0.06

0.07

* - Denotes Phoenix Convention Center totals without the inclusion of square footage in the South Building.
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3. Competitive/Comparable: Total Sellable Space

m Exhibit Space = Meeting Space  m Ballroom Space

Chicago, IL 3,164,800
Orlando, FL (1) W 2,537,200
Las Vegas, NV (1) 2,183,200
Atlanta, GA M 1,651,100
New Orleans, LA (1) BN 1,294,900
Houston, TX (1) # 1,002,700
Philadelphia, PA 950,000
Anaheim, CA (2) B 938,100
Los Angeles, CA (1) 919,400
Washington, DC 903,000
Dallas, TX (1) 886,800
Detroit, Ml 886,000
560,600
San Francisco, CA (2) B 816,600
San Diego, CA (1) B 816,100
Seattle, WA (2,3) B 775,000
San Antonio, TX 758,700
Denver, CO (1) B 752,700
New York, NY 743,000 =
Indianapolis, IN M 742,100 Average
| Phoenix, AZ *| 723,500 1,038,300
Boston, MA (1,3) 706,800
Salt Lake City, UT B 669,200 Median =
Miami Beach, FL (3) 624,900
Nashville, TN M 504,900 616,600
Portland, OR (3) 368,700
Austin, TX (1) 362,000

1 — Currently planning convention center/hotel expansion.

2 — Figure includes space that is planned, under construction, or recently constructed.

3 — Planning/constructing a new headquarter hotel property.

Source: facility management, 2019.
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4. CONVENTION DISTRICT BENCHMARKING ANALYSIS



4. CONVENTION DISTRICT BENCHMARKING ANALYSIS

We have analyzed the hotel and hospitality amenities in districts surrounding
the comparable and competitive market set. Data presented in the following
five slides indicate the following.

* Event planners prefer destinations that can offer a large block of hotel
rooms near a convention center, in as few properties as possible. Offering
large, headquarter-type properties (500 to 1000+ hotel rooms]) near a
center is therefore important to accommodating event planner needs.

* When considering Phoenix headquarter hotels and hotels adjacent to a
center, the 2,516 combined total rooms in the Sheraton, Hyatt and
Renaissance rank 4th among the 13 markets considered. However, the
3,838 rooms within one-half mile of the PCC ranks 11th.

* These data suggest that the ability to assemble a room block for large
non-local conventions and tradeshows in Phoenix is challenging.
Combined with the general lack of availability of downtown hotel rooms as
defined earlier in this summary, the hotel inventory in Phoenix within one-
half mile of the PCC should be considered a competitive disadvantage.

* We have also developed an analysis of hotel properties needed to
assemble a hotel room block of 2,500 room within reviewed markets. The
analysis also assumes that 60 percent of room inventory would be
committed to a room block. 2,500 rooms can be assembled in most
markets, using between three and ten properties. Three markets,
including Phoenix, do not have sufficiently large hotel inventory within
one-half mile of the convention center to assemble a 2,500 room block.

* According to Visit Phoenix, the Cambria recently opened with 127 rooms,
and the AC Hotel is projected to open in 2021 with 199 rooms. Several
other hotels are in the planning or final planning stages with potential
opening in 2021 or 2022. However, all properties either under
construction or planned for opening by 2022 will offer less than 200
rooms.

* These smaller, typically limited service properties are not a prominent
component of non-local event room blocks, with planners preferring large
convention/group oriented properties located in the vicinity of a convention
center.

The hotel inventory analysis clearly indicates a negative effect on the ability
to attract large non-local events to the PCC, and helps explain the PCC
occupancy patterns over the analysis period reviewed.

We have also reviewed the number of dining establishments within one-half
mile of convention centers in the 13 markets reviewed. The 125 restaurants
within one-half mile of the PCC ranks 6th, below the average of 146. In
addition, the inventory and density of adjacent or very nearby restaurants is
somewhat less than desired.

These data demonstrate that creating a highly desirable convention
destination will require not just PCC and headquarter hotel investment, but a
strategy, building on existing efforts to grow a critical mass of walkable
restaurant, retail and hospitality density within close proximity of the PCC.




4. Convention Districts: HQ/Adjacent Hotel Analysis

San Diego, CA e
Seattle, WA [N 2,943
Anaheim, CA NN 2607
San Antonio, TX | 2516
Phoenix, AZ | N 2,225
Houston, TX | 2,203
Atlanta, GA [N 2,070
Austin, TX NS 1,849
New Orleans, LA |G 1622
Denver, CO [ 1,100
Dallas, TX |GG 1,001
Salt Lake City, UT [N 896
Portland, OR (1) I 600

1 — Figure includes incoming headquarter hotel property that is either planned or under construction.
Source: facility management, 2019.
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4. Convention Districts: Hotels w/in ¥-mile

Atlanta, GA | N 10,098
Seattle, WA I ©.749
New Orleans, LA |, 5,601
Austin, TX | N 5,580
San Diego, CA | 8,263
Denver, cO I S, 180
Anaheim, CA [, 7,508
San Antonio, TX [ G593
Houston, TX [ 5,665
Dallas, TX I 051 Average =
Phoenix, AZ | B 3,838 7,000
Salt Lake City, UT I 300 Median =
Portland, OR (1) [N 1 761 7,800

1 — Figure includes incoming headquarter hotel property that is either planned or under construction.
Source: facility management, 2019.
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4. Convention Districts:# of Hotel Properties for Room Blocks

Portland, OR (60%) 360 286 121 58 49 : 48 47 40 26 21

Salt Lake City, UT (60%) 09 208 220 212 135, 27 113 105 %8 95 9 72 57 44 30 17

Alanta, GA (60%) 98 756 642 641

Dallas, TX (60%) e e 2 e sl e 1w e 103 100
San Antonio, TX (60%)

San Diego, CA (60%)

Anaheim, CA (60%)

602 60t 378 307 201! 284 203
I
. 1 e 833 :
1
o4 60 611 204 185,
1
Austin, X (60%) e eo7 481 260 257, 225 220

New Orleans, LA (60%)

Seattle, WA (60%)

Denver, CO (60%) . 73 660 369 307 2581 242
|
. 7% 755 5% 32 270 |
|

Houston, TX (60%) . 722 600 242 197 18] 184 157 135 134

e e e e o — — —  — — — — — — — — — — — —— — — — —
| Phoenix, AZ (60%) DG S, 26 120 102 77 73 72 54 36 18
1,500 peak rooms - (1) — Figure includes incoming headquarter hotel property that is either planned or under construction.
2,500 peak rooms Source: area CVB's, 2019.
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4. Convention Districts: Hotel Properties Needed to Assemble Room Blocks

# of
Properties to
reach 2,500

2,500
ROOMS

Portland, OR  Salt Lake City, Atlanta, GA Dallas, TX San Antonio, San Diego, CA Anaheim, CA  Austin, TX  New Orleans, Seattle, WA Houston (GRB), | Phoenix, AZ
uT X LA) X

Note: 60% committability rate assumed for each market’s Y2-mile hotel inventory.
Source: DMO'’s, 2019.
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4. Convention Districts: Destination Amenities Benchmarking

# of Positive TripAdvisor Attraction

# of Dining Places within 2 Mile Reviews within 2 Mile
Seatte, ws | attants, o1 | .05
San Diego, 4 | <o New Orteans, L+ | .50

penver, cO ||| | T >0 san Antonio, X || | T 2750
austin, X || T s seattte, WA || T :-.:s:
san Antonio, X || | | |Gl 155 Dattas, X | 555
New Orleans, LA || | NI 12 Salt Lake City, UT [ s.¢5¢
Phoenix, AZ [N 125 Austin, X [ ¢.586
attanta, 6A || Gz 123 Phoenix, AZ [ 4,977
salt Lake City, UT || [ 109 Denver, cO [ 4959
Average = Average =
Houston, TX - 81 146 San Diego, CA - 4,038 13,200

Daltas, X [ ¢ Me1d£35”= Houston, X [l 3.542 M‘;d£8=

Portiand, OR [ 37 Anaheim, CA || 861

Source: TripAdvisor, Esri, 2019.
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5.0 MARKET DEMAND ANALYSIS

We have conducted extensive research into event planner opinions as to the
PCC and the Phoenix market as an event destination. Research included
over 100 interviews with current, past, lost and potential future PCC clients.
Data presented in the following eight slides indicate the following.

* Telephone interviews of national conventions and tradeshows were
conducted to help assess market demand for convention space in Phoenix,
facility space needs, hotel requirements, seasonality patterns and related
factors. Nineteen percent of planners surveyed would definitely book
Phoenix for an event. An additional 21 percent would likely and 31 percent
possibly book Phoenix. Positive response rates tend to be highest for
events requiring between 200,000 and 300,000 square feet of exhibit space.

* The combined 71 percent positive response rate compares similarly to
past CSL survey results in markets such as San Diego, New Orleans and
Boston, and somewhat ahead of Seattle, Toronto and San Jose. These
results indicate a relatively strong opportunity to maintain and potentially
increase market capture, and increase overall PCC occupancy over time
provided hotel and other limitations in the market are addressed.

* Primary reasons for not considering Phoenix as an event destination
focused on lack of association members and potential event attendees in
the area, geographical rotational issues, limitations of large hotels and
committable room blocks, and temperature conditions during the summer
months.

« A majority of event planners surveyed (59 percent) require contiguous
exhibit space, with an additional 16 percent strongly preferring contiguous
space. When combined with the 10 percent preferring contiguous space, a
total of 85 percent of planners surveyed would require or prefer
contiguous exhibit space. These data are important to consider when
developing future PCC expansion scenarios.

)

The 312,500 square feet of lower level exhibit space beneath the
North/West buildings can accommodate approximately 92 percent of the
planners surveyed with an interest in hosting an event in Phoenix. The
190,000 square feet of upper level exhibit space can accommodate
approximately 65 percent of the event market specific to Phoenix.

The 2,300 committable hotels rooms within one-half mile of the PCC
(assuming 60 percent committability) can only accommodate 63 percent of
this event market, impacting the ability to increase market share.
Essentially, the downtown Phoenix hotel inventory has difficulty
supporting the full inventory of PCC upper and lower level exhibit space.
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5. Market Demand: Event Planner Survey Outreach

« 100 completed telephone interviews with event planners representing potential rotating events, including:

5Net4 Productions

Aglow International

American Academy of Allergy Asthma & Immunology
American Academy of Ophthamology

American Academy of Optometry

American Academy of Orthopaedic Surgeons
American Academy of Otolaryngology-Head and Neck Surgery
American Angus Association

American Association for the Advancement of Science
American Association of Law Libraries

American Association of Pharmaceutical Scientists
American Association of Physicists in Medicine
American Association of Woodturners

American College of Chest Physicians

American College of Veterinary Internal Medicine
American Council on the Teaching of Foreign Languages
American Dental Association

American Exploration and Mining Association
American Geophysical Union

American Historical Association

American Institute of Architects

American Institute of Chemical Engineers

American Meteorological Society

Association of Higher Education Facilities Officers

American Optometric Association

American Public Health Association

American Public Transportation Association
American Public Works Association

American Quilter's Society

American Society For Cell Biology

American Society for Microbiology

American Society for Nondestructive Testing
American Society for Quality

American Society for Reproductive Medicine
American Society of Gene and Cell Therapy
American Society of Landscape Architects
American Society of Military Compcontrollers
American Society of Nephrology

American Speech Language Hearing Association
American Truck Historical Society
Anheuser-Busch Companies Inc.

Association for Computing Machinery
Association for Molecular Pathology

Association for Unmanned Vehicle Systems International
Association of Clinical Documentation Improvement Specialists
Association of Legal Administrators

Benevolent and Protective Order of Elks (BPOE)
Berkshire Hathaway Inc.

Best Western International

Central Market

Conference for the Advancement of Mathematics
Teaching

Congress of Neurological Surgeons

EASA, The Electro-Mechanical Authority

ESEA Network

General Conference of Seventh-day Adventist Church
Heart Rhythm Society

Hearth, Patio & Barbecue Association

Hendon Media Group

Hispanic Association of Colleges and Universities
Hospitality Financial and Technology Professionals
Industrial Fabrics Association International
Institute of Scrap Recycling Industries, Inc.
International Association of Fairs and Expositions

International Baccalaureate IBAmericas

International Institute of Building Enclosure Consultants

International Union of Public Transport
Irrigation Association

Job Shop Shows Inc

League of United Latin American Citizens
Lions Clubs International

Mahindra, Inc

Mecum Auctions, Inc

Million Dollar Round Table

National Archery in the Schools Program

National Association of Elevator Contractors

National Association of Independent Schools
National Association of Pediatric Nurse Practitioners
National Association of Tower Erectors

National Baptist Convention, USA, Inc.

National Biodiesel Board

National Business Aviation Association

National Electrical Contractor Association

National Funeral Directors and Morticians Association
National Kidney Foundation

National League of Cities

National Rural Electric Cooperative Association
National Society of Black Engineers

NeighborWorks America

Odyssey Event, LLC

Produce Marketing Association

Scrapbook Expo

Servpro Industries, Inc

SiriusDecisions, Inc.

Snack Food Association

Theatre Conference

Specialty Tools & Fasteners Distributors Association
Taxicab, Limousine & Paratransit Association

The Minerals, Metals & Materials Society (TMS)
The Optical Society

United States & Canadian Academy of Pathology, Inc

Source: CSL National Event Planner Interviews, 2019.

CONVENTIONS

FUTURES STUDY FOR THE PHOENIX CONVENTION INDUSTRY
Page 29

( Sl’k)RT.\'(:
@ City of Phoenix CS-L
LEISURE



5. Market Demand: Likelihood of Hosting Events at the PCC

Definitely

Positive Response Rate =71%
Negative Response Rate = 29%

Likely

Possibly 31%
Not Likely

Definitely Not

Source: CSL National Event Planner Interviews, 2019.
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5. Market Demand: Comparison of Likelihood w/ Peer Facilities

100%
70% 22.1% I
0,
80% 20.8% 20.8% ALEie 19.0%

70% )3 50, 27.0% 25.3% 24.0%
5 0

60%
i 27.8% 26.4% 31.2% 31.0%

50%
21.3%

32.8%

40%

32.4%

30%
20%

10%

0%
Toronto Boston New Orleans Orlando San Diego San Jose Seattle Phoenix

B Definitely mLikely Possibly Not Likely m Definitely Not

Source: CSL National Event Planner Interviews.
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5. Market Demand: Likelihood of Hosting at PCC by Event Size (by square feet)

000, 7% 11.8% Al
(o}

0]
80% 23.1% 19.0% 17.6% 21.4%

70%

50% . 23.5%
0 30.8% 33.3% 25,79,
0

40%
30%
20%
10%

0%
50K-100K 100K-200K 200K-300K 300K+

m Definitely mLikely Possibly Not Likely m Definitely Not

Source: CSL National Event Planner Interviews, 2019.
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5. Market Demand: Reasons for Disinterest in Hosting Events at the PCC

Lack of Membership in Market _ 34.5% Comments

Hotel Limitations _ 24 1% “Phoenix is not a heavy manufacturing market. The
e event is a Contract Manufacturing show.”

“Right now besides the size it would be that we need to

Temperature _ 13.8% stay as close to Silicon Valley as possible and as easy
of access for our Asian attendees as possible. Like
direct flights.”

Not A Part of Long-Term Rotation _ 10.3%

“The hotel capacity is not there and we wouldn’t be
able to use it without shuttling and we don’t do shuttle

Political - 3.4% bussing.”

“There are not enough downtown hotel rooms.”

“We would need larger hotels around the convention
Other _ 20.7% center plus we require 60 break outs ranging in size
from 50 -300 and they just don’t have that capacity
right now.”

0% 10% 20% 30% 40%

Source: CSL National Event Planner Interviews, 2019.
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5. Market Demand: Exhibit Space Configuration Preferences

Contiguous exhibit space required _ 59.1%
Contiguous exhibit space strongly preferred _ 16.1%
Contiguous exhibit space preferred - 9.7%
Willing to use two-hall exhibit space solution - 9.7%
Willing to use multi-floor exhibit space solution - 5.4%
0% 10% 20% 30% 40% 50% 60% 70%

Source: CSL National Event Planner Interviews, 2019.
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5. Market Demand: Exhibit Space Demand — share of market captured at
various space levels

Total Exhibit Space (All Respondents])

850,000
765,000
680,000

595,000

PCC
Upper/Lower
Halls

510,000
425,000

E
255,000

170,000

Square Feet of Exhibit Space

85,000

0
XTSI
-~ ®® ©ONOMO®L—N~®NO®OIT O
T ANOOFTITODONNODDD O
=

Source: CSL National Event Planner Interviews, 2019.
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Total Exhibit Space (Positive Respondents)

Square Feet of Exhibit Space

850,000
765,000
680,000
595,000
510,000
425,000
340,000
255,000
170,000
85,000
0

2%

6%
11%
16%
21%

26%

31%
35%

40%

45%

50%

55%

60%

65%

69%

74%

PCC
Upper/Lower
Halls

PCC Lower
Hall

79%
84%
89%
94%
98%
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5. Market Demand: Peak Hotel Room Demand — share of market
captured at various hotel room counts

Total Peak Hotel Rooms (Positive Respondents])

10,000

9,000

8,000

7,000

6,000

5,000

4,000

Number of Hotel Rooms

3,000

PCC committable

2000 hotel rooms within
2-mile
1,000
0
XTI R R
- © O T O O~ v O O < O M NN v © O T OO MINN «- O O
~ - - AN N OO T T T 00N O O ~NNMNMNMNOOWOOWOO O O
Source: CSL National Event Planner Interviews, 2019.
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6. PHOENIX CONVENTION INDUSTRY DEVELOPMENT
TIMELINE




6.0 CONVENTION INDUSTRY INVESTMENT TIMELINE

Based on the analysis conducted, we have prepared a summary of key
recommendations for future investment in the PCC and overall Phoenix
convention industry product. The recommendations are broad, focusing on
event space, hotel inventory, trend-forward facility initiatives and
surrounding  hospitality  district development. Many of these
recommendations are presented in the context of the on-going discussions
regarding the future of the South Building. Findings are presented in the
following five slides.

NEAR TERM INVESTMENTS

Added Hotel Inventory

* There are significant limitations to the hotel inventory supporting the
ability to attract non-local conventions and tradeshows. As previously
noted, between 2016 and 2018, there were a total of only eight four-day
periods during which at least 1,500 hotel rooms within one-half mile of the
PCC were available during desirable periods. The 3,838 rooms within one-
half mile of the PCC ranks 11th among 13 comparable and competitive
markets reviewed.

* To increase PCC market capture and occupancy percentages, development
of added full-service convention hotels with large committable room
blocks near the PCC should be considered a priority. The development of
hotels should include at least one headquarter property that is (1)
attached to or adjacent to the PCC; and (2] offers 800 to 1,200 rooms.

* The current site of the South Building would be an ideal location for such a
property from the perspective of serving the convention industry. There
are no other sites adjacent to the PCC that offer a desired location. As
planning for the South Building site continues, the space needed for the
recommended headquarter hotel should be accounted for.




6.0 CONVENTION INDUSTRY INVESTMENT TIMELINE

Trend-Forward Amenities

There are numerous trend-forward enhancements to the existing PCC North
and West buildings that should be considered more of a near term priority.
These include the following.

* Incorporating open space learning areas within the prefunction space of
the PCC. Management should consider a new space plan for public areas
and purchase of movable furniture and digital monitors that can be used to
create informal meeting areas. Selected meeting planners should be
asked to provide guidance as to how this space can be developed and
marketed.

* Developing a more event production focused outdoor space between the
North and West buildings. In response to growing interest and demand by
meeting planners for unique outdoor event spaces, the PCC has developed
a robust outdoor concept, branded as Canyon on Third. This concept
should be expanded on and could include capabilities for temporary
covered structures, electrical hook-ups, enhanced landscaping and public
art installations. Longer term investments to consider include a
permanent tenting structure above Third, and sound and light features.
Cities with successful examples of outdoor spaces cited by event planners
include Honolulu, San Francisco, Anaheim and Denver.

* Incorporating the technology and space needs to accommodate emerging
augmented/virtual reality functions. Only 19 percent of planners surveyed
by CSL in a recent analysis had used AR/VR technology for their event in
the past, however 54 percent stated that they expected to use this
technology in the future.



Convention District Enhancements

Between Chase Field, Talking Stick Arena and the PCC, approximately six
million attendees at over 700 events are attracted to the downtown Phoenix
area. Even with this attendee base, the analysis indicates that the density of
walkable restaurants near the PCC is lacking somewhat relative to
competitive destinations. Building on this convergence of convention, sports
and entertainment venues, the City should undertake a
convention/entertainment district planning effort to identify opportunities for
public/private partnerships, programs and investments that could further
establish the walkability and hospitality density of the area within several
blocks of the PCC.

This effort should focus on the PCC, Chase Field, Talking Stick Resort Arena,
Arizona Science Center, and other proximate assets, and how they can be
part of an increasingly vibrant convention/entertainment district.




LONG TERM INVESTMENTS
Added PCC Space

As noted previously, added PCC space should be viewed as more of a longer
term project. However, our analysis clearly indicates that the location for any
future PCC expansion will have to be adjacent to the existing North Building,
ideally contiguous/connected to the existing PCC space.

We also note that a contiguous expansion of the lower level exhibit hall may
not be possible with the development of the new shearing wall adjacent to
Washington Street. Future PCC planning should therefore consider the
possibility of expanding the upper hall across Washington Street,
incorporating portions of the South Building site.

The future PCC exhibit space inventory could then include the existing lower
level hall at 312,500 square feet of contiguous space, plus an added 110,000
to 150,000 square feet to the upper level hall to provide between 300,000 and
340,000 contiguous upper level square feet. With this investment, both the
upper and lower level halls could accommodate slightly over 90 percent of
the overall national convention and tradeshow market with an interest in
Phoenix as a destination, allowing for hosting two large overlapping events.
This overlapping pattern of event activity can maximize room night
generation and PCC economic impact.

A preliminary site layout for long term addition of PCC space is presented on
the following page.




6.0 CONVENTION INDUSTRY INVESTMENT TIMELINE
LONG TERM INVESTMENTS — PCC EXPANSION CONCEPT

Expansion would result 7 Added exhibit space
. ! Phoenix
In: Added prefunction space 8 Convention
+ Lower level hall at et osang dcspnce (M veseiors (SRR [ o
312,500 sf; Commercayciopment UL g | | owEiie
* Upper level hall at } o
between 300,000 and 31 Hall
340,000 sf.

Both halls could
accommodate over 90
percent of the national
market.




LONG TERM INVESTMENTS
Added PCC Space (continued)

As noted on the previous page, the PCC expansion space would reach across
Washington Street and encompass approximately 5.0 acres of the South
Building site. Significant land (approximately 4.0 to 5.0 acres) fronting 3rd
Street, East Jefferson Street and 5th Street would be available for future
commercial development, ideally including at least one added headquarter
hotel. Alternatively, the hotel component of the project could potentially be
constructed over portions of the added PCC space. However, given the near
term need for the hotel inventory, this option could require advancing the
timing of PCC expansion.

We also note that space at the ground floor under the added exhibit hall on
the South Building site could be used for added restaurant, retail,
entertainment and other private sector development.

Transition South Building Event Activity

There are significant challenges that will have to be addressed as the South
Building site is redeveloped. Important community events are housed in the
South Building, including consumer shows, banquets and tradeshows. As
the site is redeveloped, a transition plan will have to be prepared to ensure
these events are retained in the community.

If demolition of the South Building takes place prior to the development of
expanded PCC exhibit space, relocation of events would have to take place.
While some of these events could relocate to the upper and lower level PCC
exhibit space, PCC management estimates that as much as 50 percent of
South Building events would have to relocate to other venues, including
venues in Phoenix, Glendale, Mesa, Scottsdale and other metro area
communities.
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