HB2873: TOURISM IMPROVEMENT AREAS

Background

Tourism is a key revenue and jobs source in the Arizona economy, providing nearly 180K jobs and
generating billions in tax revenues spread throughout the state, much of it coming from hotel lodging.
However, the relative shortfall of supportive funding from the State and local communities to help boost
Arizona tourism, in both urban and rural communities, leaves the Arizona hotel economy at a significant
competitive disadvantage when compared to investments made by many other states.

Tourism Improvement Areas

Tourism Improvement Areas (TIAs) are authorized in law, directly or indirectly, in 23 states and 215
destinations throughout the country, including Texas, Utah, New Mexico, Colorado and Florida. If
authorized by the Arizona Legislature, TIAs would be funding sources that help increase demand for
hotel activity in Arizona. They would be used to market and promote destinations as top tourism and
convention destinations, and to attract more visitors to communities across Arizona.

Many Arizona tourism lodging businesses located and operating within the municipal communities
struggle to attract overnight visitation due to inadequate services, marketing and activities. Because
additional services and activities will provide direct benefits to the lodging and related businesses within
a TIA, the most equitable method of financing such services is to levy a lodging business assessment on
lodging businesses benefitting from the TIA. These assessments would overwhelmingly come from out-
of-state visitors, not on local residents.

Arizona Legislation

State legislation would be needed to authorize the establishment of TIAs in local municipalities or
counties (excluding Maricopa and Pima counties). To establish a TIA, legislation would require:

e Consensus-building and approval from owners and general managers of the hotels that will be
included;

e TIAs to be established by a petition that outlines the TIA parameters, to be signed by a majority
of hotel property owners within the district, as well as approval of the area’s formation by the
local jurisdiction’s elected officials;

e Funding generated from a TIA would be from an assessment on hotel properties;

e These assessment funds would be required to be spent on programs and services that directly
benefit the hotel properties paying this assessment;

e To ensure the TIA funds are being spent to benefit those paying the assessment, the TIAs would
generally be controlled by the local Destination Marketing Associations, which are already
established in most jurisdictions. This oversight would ensure that local businesses that are
raising the funds also are given significant oversight regarding the expenditures of the funds.



23 States have passed TIA Legislation 215 Tourism Improvement Areas

To further assess the effect of TIAs on destination performance, Tourism Economics created a regression

model that shows destinations with TIAs in place consistently outperform others. On average, TIAs
produce an average 2.1% lift in hotel room

o 5 demand and an average 4.5% lift in hotel room
2'1 /0 .l OK revenue for their destinations as compared to
ROOM DAY DiERERENCE INDED those destinations without TIAs To put this in
perspective, lift on hotel room demand and

4.50/0 $5'| M revenue represented an increase in 150,000 room

nights and $51M, respectively, for the average
destination in 2019.

ROOM REVENUE DIFFERENCE IN REVENUE

- This legislation simply gives municipalities the option to establish a Tourism Improvement Area
(TIA) if they choose, and regardless of whether your district adopts it, you'll still benefit from
increased visitors and higher spending statewide.

- The Tourism Improvement Area (TIA) is a business-driven initiative designed to fuel economic
growth by attracting more visitors, increasing spending, and creating jobs. By empowering local
businesses to lead the way, TIA strengthens Arizona’s economy and ensures we remain
competitive in the national and global tourism markets.
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