Hotel Incentives Workshop
“Tax Relief and Business Assistance
for the SF Hotel Industry”

Monday, May 18
8:30 AM —-11:00 AM
Sir Francis Drake Hotel
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Hotel Incentives Workshop

Agenda

Federal, State and Local Tax Credit
Programs

Energy Efficiency Programs
Recruiting, Hiring & Training Services

Federal and Local Economic Stimulus
Efforts

Tourist Improvement District
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Federal, State & Local
Tax Incentives

Natosha Safo, SF Enterprise Zone Manager
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Avallable Tax Credits & Incentives

* Federal: Work Opportunity Tax Credit;
Federal Renewal Community

o State: Enterprise Zone Tax Credits;
New Jobs Tax Credit

e Local: San Francisco Enterprise Zone
Local Payroll Tax Credit
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Work Opportunity Tax Credit (WOTC)

The Work Opportunity Tax Credit (WOTC)
promotes the hiring of individuals who qualify
as members of target groups, by providing a
federal tax credit incentive of up to $9,000 for
employers who hire them.

The Employment Development Department is
the WOTC certifying agency for California
employers.
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Work Opportunity Tax Credit (WOTC)

An emp|oyer may Target Groups that Qualify for the WOTC :
qualify for a tax credit
of up to $9,000 if the
employee is a
member of a

Recipients of Temporary Assistance to
Needy Families (TANF).

Veterans receiving Food Stamps or have
a service connected disability

Ex-felons hired no later than one year
after conviction or release from prison

Vocational rehabilitation referrals

designated target
group and meets that Summer youth ages 16 through 17 who
reside in an Empowerment Zone,

grou p'S SpECiﬁC Enterprise Community, or Renewal
requirements. o

Food Stamp recipients

Recipients of Supplemental Security
Income (SSI).

H. Long-term family assistance recipients
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Federal Renewal Community

OVERVIEW

San Francisco businesses are eligible to receive wage credits, tax deductions, capital gains
exclusions and bond financing to stimulate economic development and job growth in locally
designated Federal Renewal Community zones.

TAX CREDITS AND INCENTIVES

e Businesses can claim up to $1500 or 15% of the first $10,000 earned by each employee
who lives and works in the Renewal Community (RC).

Businesses are also eligible for zero percent tax on capital gains, accelerated depreciation
through Commercial Revitalization Deductions, and other incentives.

ELIGIBILITY

* Businesses must be located in designated Renewal Community zones, including the
Tenderloin, Chinatown, Civic Center, South of Market and Mission neighborhoods and
certain parts of the Financial District. To find out if your business is located in the Renewal
Community visit- http://eqis.hud.gov/eqgis/cpd/rcezec/welcome.htm
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What Is the Enterprise Zone?

The Enterprise Zone program was
developed by the California State
Legislature to provide targeted areas
with a means to stimulate business and
employment growth.
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Current San Francisco Enterprise Zone
Designation: May 27, 2007 thru May 27, 2022
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Enterprise Zone Tax Credits

A California income tax credit based on wages paid to qualified
employees

A California income tax credit based on the sales/use tax paid
on purchases of certain qualified equipment

A net operating loss carryover
A business expense deduction for business property

A net interest deduction for lenders



Sales & Use Tax Credit

Qualified taxpayers can claim a credit equal to the
sales and use tax paid or incurred in connection with
the purchase of qualified property.

Annual Limitation:
* First $1 million of qualified property for individuals
 First $20 million of qualified property for corporations

Maximum allowable benefit:
e |ndividuals: $1 million X 8.25% = $82,500
e Corporations: $20 million X 8.25% = $1.65 million



California Enterprise Zone Hiring Tax Credit

Employers may claim a hiring credit against their California
iIncome tax for an employee who:

Was hired after the Enterprise Zone received its designation
date;

Spends at least 90% of work time on activities directly related to
the conduct of a trade or business located within the EZ;

Performs at least 50% of the work within the boundaries of the
EZ: and

Meets the qualification requirements.



Categories for EZ Hiring Tax Credit
Eligibility

California Work Opportunity and Responsibility to Kids (CalWORKYS)

Workforce Investment Act (WIA) (enrolled/eligible for WIA Intensive
Services or Core B)

Work Opportunity Tax Credit (WOTC) or successor program
Economically disadvantaged individual 14 years of age or older
Dislocated worker

Disabled individual or service-connected disabled veteran
Vietnam Veteran or veteran recently separated

Ex-offender

Recipient of, or eligible for, Public Assistance (AFDC,SSI, Food
Stamps)

Native American, Native Samoan, Native Hawaiian or member of
another group of Native American descent

Targeted Employment Area (TEA) resident



State New Jobs Tax Credit

About the credit:

 Effective for taxable years beginning on or after January 1, 2009.
* A new tax credit of $3,000 for each additional full-time employee
hired is available to small businesses with 20 or less employees
beginning January 1, 2009.

* The credit must be claimed on a timely filed original return
received by the Franchise Tax Board on or before a cut-off date
specified by the Franchise Tax Board.

An employer will qualify for the credit if:

« Each qualified full-time hourly employee is paid wages for a
minimum of 35 hours per week.

e On the last day of the preceding taxable year, they employed a
total of 20 or fewer employees.

* There is a net increase in full-time employees compared to the
number of full-time employees employed in the preceding taxable
year.



State New Jobs Tax Credit

An employer may not claim the credit for those employees who
are any of the following:

* Certified as a qualified employee in an enterprise zone,
targeted tax area, a manufacturing enhancement area, or a local
agency military base recovery area.

 An employee whose wages are included in calculating any
other credit allowed.

Claiming the credit

 Claim the credit on a 2009 Personal Income Tax or Business
Entity Tax Return using the credit form for the New Jobs Tax
Credit.

More information

e Check http://www.ftb.ca.gov/businesses for any updated
iInformation regarding this credit.

 Call Franchise Tax Board: 800.852.5711




Local San Francisco Enterprise Zone
Payroll Tax Credit

e As a supplement to the state level tax credits,
San Francisco offers an EZ Payroll Tax
Credit. The amount of the credit is a
depreciating percentage of payroll tax owed,
claimed over 10 years.

e This credit is only avallable to businesses that
are located in the Enterprise Zone and that
are required to pay payroll taxes.



San Francisco Enterprise Zone



Federal Economic Stimulus:
ARRA Overview



How the ARRA funding Is flowing

e 3 waves — direct formula, state and federal
discretionary, and competitive

e San Francisco’s share to date: (approx.)
$250 million formula

$200 million state and federal
discretionary

$110 million in competitive
applications under consideration



What it means to you

e San Francisco’s top ARRA priorities
target enhancements to our physical
Infrastructure and services network

— Mobility = roads, airport/port, transit,
convention facilities

— Safety net services
— Public safety
— Energy Efficiency



How you can track

WWW.recoverysf.org

Portal for all SF — federal economic stimulus
related information:

 Funding awards and proposals
* Public meetings

e Contracting Opportunities

e News

e Contact/Emall us
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. ocal Economic Stimulus Plan

Accelerate Capital Spending
Increase Foreign Investment
Keep Local Dollars Local

Reduce the Cost of Doing Business in
San Francisco



SF Green Business Program:

Green your Operations and Improve your Bottom Line

www.sfgreenbiz.org




What are the benefits?

*Free and comprehensive environmental package
*Bottom line and environmental savings

*Marketing edge

*Free promotion

«Stay ahead of environmental legislation

«Join the Green Business community






What Is a green business?

Minimizes Waste
Reduces chemical use and prevents pollution
Purchases Eco-Friendly Products

Conserves Energy and Water



Waste Reduction
SF Goal for Zero Waste by 2020

*Rigorous composting and recycling

50%
PCW

*Green purchasing

*Durable vs. disposable/compostable foodware



Case Study: Palace Hotel

Program Detalls
« Dedicated recycling compactor
e Cardboard baler

« Composting in restaurant,
employee cafeteria, and bangquet
operations

e In-room recycling

Diverting 72% and 540 tons annually!

552 Guest Rooms
3 Restaurants

55,000 sq. ft. of
function space

Retail shops
500 employees




Pollution Prevention




Water Conservation for Hotels

www.sfwater.org



Did you know...

e The hotel industry Is the single largest
water user in the City

 Ten of the largest users in the entire City
are hotels

 Our water Is so clean that we have one of
only 5 urban systems in the country with a
filtration exemption



Conservation Is important to you
because...

e Operating costs - save on water, wastewater
and, often, energy. SFPUC rates are going
up.

* Reduce strain on high quality supply.

« Competitive advantage - people want to go
to a “green” hotel.

 To preserve our natural resources.



Efficiency: Fixtures and Process.

SFPUC has developed programs to provide
financial and technical support for both fixture and
process improvements.

1. Fixture Improvements: retrofits based on standard
specifications.

e.g., toilets, urinals, aerators, shower heads, pressure
regulators Irrigation system upgrades pre-rinse spray
valves, etc.



SFPUC Fixture Rebates

SFPUC offers giveaways and rebates:

e Toilets: $125 to $200

« Urinals (.5 gpf or less): $125 - $200

« High Efficiency Clothes Washers: up to $200
 Showerheads, faucet aerators FREE



Most projects have a ROl within 2 years

Example: a 1,200 room hotel laundry filtration
system installed

 Equipment cost: $180,000.

* Rebate: $44,000

* Net savings per year: $175,000
e ROI: 0.71 years

o Similar projects (different size) ROI ranges from
0.7 to 1.4 years



Behavioral adjustments
*Post signs explaining your strategies

Implement a linen reuse policy (the SFPUC can help)

L eave water-wise pamphlets in guest rooms

*Train staff to be water conscious, including
maintenance, janitorial and engineering staff

Implement a staff incentive program

Develop new strategies that will encourage other
businesses to follow in your footsteps



Susan Tensfeldt
San Francisco Public Utilities Commission
www.sfwater.org
415-551-4730




Energy Conservation for Hotels

$2,196
annually
per room

6% of total
operating
COStS




Cold Cathodes

 Replace flame-tip or
other decorative
bulbs

e Candelabra or
standarc

« Dimmable
e 25,000 hr life
e 0-6 month payback




CFL A-lamps

Guest room and
lobby table lamps

$28-%$70 /yr savings
for each 60W
replacement

Average 8,000 hour
life
NoO cost




LED Exit Signs

 To replace
fluorescent and
Incandescent signs

* $50 incentive per
Incandescent sign
replaced

e 10 year life vs. 1 year
for an incandescent
sign




Custom Interior Lighting

 Flexibility for:
— Low wattage
halogen
— LED

— Induction

e For non-CFL
applications




Ceramic Metal Halide

25 W integrated
CMH replaces
PAR 38 halogen

 Used in Sephora
and
Bloomingdale’s

e $85/yr savings in
lobby

* 4 month payback




Refrigeration Measures

 50-100% coverage for:
— Strip curtains
— Gaskets
— Door closers
— Evaporator fan motor upgrades
— Evaporator fan motor controllers
— ASH controllers




VendMiser Controller

e For cooled
vending machines

e $240 annual
energy cost
savings

e NO-cost
Installation




HVAC Upgrades

« Chillers ($0.14/kWh)

 VSD for Chillers
($0.14/kWh)

e Boilers ($1.00/
therm)

e Variable Frequency
Drives
($112/horsepower)




PTAC Controller

Occupancy
controlled

Smart thermostat
with dynamic
setback

100% installed cost

covered through
Lodging Savers




2009-2011 SAN FRANCISCO

Partnership w/ PG & E

Free energy audits, reports, and
technical advice

High incentives for efficiency upgrades

Kathleen Hannon
(415) 355-3717
www.sfenergywatch.org
kathleen.hannon@sfgov.org




Win The 24x7 Energy
Challenge

1.

2.

3.

4.

Sign up
www.sfenvironment.orq/247

ENERGY STAR Portfolio Manager
» Track energy online
* Unbiased benchmark
* Retain privacy

Make it Automatic

 PG&E’s Automated Benchmarking
Service keeps records up to date

Improve and track energy
performance in 2009 to receive prizes
and recognition in 2010!

A Partnership of

Mayor Gavin Newsom and

USGBC

NORTHERN
CALIFORNIA

SF Environment

Our home. Our city. Our planet.
A Department of the City and County of San Francisco




Why?

* Recognition
From Mayor Newsom

e Control Energy Costs

« A Step Toward LEED EB -
and SF Green Business

e Early compliance!

By 2010, disclosure of
benchmarks will be
required in California — for
Sale, Lease and Finance
(AB 1103)




Who can participate? What do | need as a hotel?

e Hotels

« A PG&E Account

 Number of rooms

 Floor area

 Workers on Main Shift

« Commercial Refrigeration Units

And... » Cooking Facilities
e Offices  Percent of Gross Floor Area Heated,
« Schools and Cooled

* Supermarkets
* Retall
* Maedical Office and Hospitals




Sign Up:
www.sfenvironment.org/247

Includes links to:

« ENERGY STAR Portfolio Manager
 PG&E Automated Benchmarking

 Training, Rebates, and Resources

Want help? Call:
(415) 355-3784



San Francisco Green Business
Program

(415) 355-3700
http://www.sfgreenbiz.org
sfgreenbiz@sfgov.org




OEWD Business Workforce Services



Business Workforce Services

OEWD strives to ensure that San Francisco has a qualified workforce that attracts,
retains and expands industries, and enhances the quality of life in the City.

Assistance can be provided throughout the
business cycle:

» Access to qualified, screened job candidates throu gh
the One Stop Career Center system

e Customized and On-The-Job Training to help
businesses respond to changing technologies and
markets

 Downsizing aversion strategies and WARN Act servic  es



Business Workforce Services

Specific Programs:
« Summer Youth Employment Program

e Training Assistance
— WIA Customized Training
— WIA OJT Training
— California State ETP assistance

e Rapid Response



Tourist Improvement District



Hotel Incentives Workshop
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