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el INTRODUCTION

The purpose of this study is to provide the Sedona
Verde Valley Association of Realtors with an unbiased
analysis of the economic contributions and workforce
housing impacts of short-term rentals (STRS) in Yavapai
County and the municipality of Sedona, AZ (which is
partially in Coconino County, AZ).

In this study, RRC leverages a variety of primary and
secondary data sources to address the multifaceted
tourism, economic, and housing impacts of STRs these
Arizona communities.

This report is focused on Yavapai County and the City of
Sedona, and submarkets with high concentrations of
STR units.
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Bl RESEARCH METHODS

Approach : RRC conducted primary research and analyzed a range of secondary data to assess the status and impact of
STRsin Yavapai County and the City of Sedona.
Data Sources include (but are not limited to) the following:

AiIrDNA STRinventory and performance data

State and local tax, STR permit, and budget records

Yavapai and Coconino County Assessor records

US Census, US Bureau of Labor Statistics data

Local property sales data

CoStar hotel inventory and performance data

US Bureau of Economic Analysis RIMS Il Multipliers

Online community opinion surveys from a random sample of residents, second homeowners and STR owners

Report Focus : The present status and impact of STRs withinYavapai County and the City of Sedona, andhistoric
trending over time, where data permits.

Report Structure : Each chapter in this report, as outlined in the Table of Contents, contains a summary of Key Findings,
followed by annotated slides that present detailed findings in charts and tables.

Additional Deliverables (under separate cover):
Executive Summary: Overview of key findings

Appendix: Quantitative results tables and respondent comments from the Community Survey
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- STR PROFILE
Data from AirDNA indicates 5,432 active STRs (rented or available for rent at least one day in the month) within the study area of
Yavapai County and the City of Sedona in July 2024.

The number of STRsin the study area has risen across the past 6.5 years, growing 151% from a unit count of 2,163 in January 2018.
Between January 2018 and July 2024, STRcounts more than doubled in all sub-geographies of the study area examinedin this report.
The growth of STRssince 2018 has been broad-based, fueled by the addition of STRsof various types, sizesand locations.

The City of Sedonaaccounted for by far the greatest share of active STRsin the study area as of July 2024 (45% / 2,438 units). Followingwere the
Village of Oak Creek CDP (16% / 895 units), City of Prescott (10% / 562 units) and City of Cottonwood (3% / 150 units). The remainder of the
Verde Valleyaccounted for 15% of STRs(820 units), and the remainder of Yavapai County accounted for 10% of STRs(567 units).

Active STR counts show some seasonality, peaking in the spring and fall, with lower numbers in the winter (especially February) and summer
(especially August).

Nearly all active STRs in the study area are rentals for an entire home, most are for a single-family property, and most contain
one or two bedrooms.

Overall, 65% percent of STRunits in the study area are single-family properties. This varies from 42% to 80% at the community level, representing
the plurality of units in all locations except the Village of Oak Creek CDP, where units in multi-family properties (51%) are most common.

Overall, 34% of study area STRsfeature one bedroom, while 24% are two bedrooms in size. Single-family STR properties tend to be larger than
units located in multi-family properties.

Single-family units also tend to have higher occupancy rates (47% overall) and higher average daily rates (ADRs $330) as compared to units
located in multi-family properties (38% and $238, respectively)

Like active STRcounts, occupancy rates and ADRs both exhibit strong seasonality, with peaks in the spring and fall.
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- STR PROFILE
Yavapai County and the City of Sedona showed relative resilience to pandemic-related impacts on STR counts compared to
other areas studied by RRC, including Blaine County, ID; Teton County, WY; Summit County, CO; and Pitkin County, CO.

While the pandemic stalled growth in STRunit counts in the study area, numbers did not fall, as they did in the other communities

Beginningin early 2021 counts began to rise again in the study area, a trend which has continued through July 2024.

Based on identifiable properties in Assessor data, the vast majority of STR units (over 90%) are owned by individuals and/or
entities that own a single STR in the study area, and among those who own multiple STRs, the majority own two STRs.

This suggests that recent growth in STRsis primarily attributable to the addition of individually-owned units in the marketplace, rather than the
addition of units operated by individuals/entitiesowning multiple units.

In the City of Sedona, the number of STRs identified in City STR permit records (1,119 as of September 2024) is less than half
the count of active STRsidentified by AirDNA (2,438 as of July 2024).

Some of this discrepancy appears to be for logical reasons? for example, AirDNA listings include some properties which a r e nedRited to have
City STRpermits (e.g., hotel units and timeshares, and units only rented for 30+ day periods).

It may also be the case that some STRsoperate without a license, or for some other reason are not reflected in City permit records.

As a cross-check, AirDNA indicates there were 3,475 active STRsin Sedona-area zips (86366 and 86351) in July 2024, while Key Data estimated
there were 3,245 active STRsinthe  Gr e 8dd@naA r e (@clusive of the Villages of Oak Creek) as of December 2024. While there is some

discrepancy in these numbers (and the geographic areas represented), the results are in a similar ballpark, providing corroboration about the
order-of-magnitude counts of STRsin the Sedonaarea.

A Similarly,in YavapaiCounty, AirDNA indicates there were 4,611 active STRsin YavapaiCounty in July 2024, while Key Data estimated there
were 3,990 active STRsas of December 2024. Whilethere is some discrepancy in these numbers, the results are again in a similar ballpark.
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BBl REFERENCE GEOGRAPHIES

The AirDNA data presented in this section represents Yavapai Count y &
municipalities and unincorporated regions, and the entirety of the City of
Sedona, including areas within both Yavapaiand Coconino Counties.

Reference Geographies (detailed maps are provided on the followingtwo pages):
City of Sedona: definedby the c i tmurdcgalboundaries
City of Cottonwood : definedby the c i tmurcgalboundaries
City of Prescott : definedby the ¢ i tmurdcgpalboundaries

Village of Oak Creek Census Designated Place (CDP): the unincorporated
community of Oak Creek, a high-density STRarea

Other Verde Valley: ZIP codes 86322, 86324, 86325, 86326, 86331, 86335,
86336, and 86351, excluding the City of Sedona, City of Cottonwood, and
Village of Oak Creek CDP

Other Yavapai County : all remaining areas of Yavapai County not included in
the above geographies

At the end of this chapter, additional STR profile data is presented using
Assessor data from both Yavapai and Coconino Counties. As noted in those
slides, this data is also organized by municipal boundaries.
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[l REFERENCE GEOGRAPHIES

City of Prescott City of Sedona City of Cottonwood
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Geographies for the three municipal study areas.
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BBl REFERENCE GEOGRAPHIES

Geographies for the three other non-municipal study areas. | /e [T
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STR LOCATIONS

- STUDY REFERENCE GEOGRAPHIES

Springs [e4)
STUDY AREA GEOGRAPHY
City of Cottonwood
City of Prescott
City of Sedona
i Other Verde Valley
s Estates West Other Yavapai County FortValley  piney park
8 <0 “a Village of Oak Creek CDP s
5 @ : = Flagstaff 40
This map illustrates the locations of STRsin the AirDNA . i
database within the full study area, color-coded by
Reference Geography. " rdiae ’
While STRs are spread across the full study area, active 7t
STR units are highly concentrated within the Verde
Valley, particularly the City of Sedona.
A more detailed view of the Verde Valley is provided on &
the following slide.
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- STR LOCATIONS
VERDE VALLEY

.
Loconino
National Forest
STUDY AREA GEOGRAPHY
3 M City of Cottonwood
City of Sedona

[ Other Verde Valley
Village of Oak Creek CDP

€l

This map focuses on the Verde Valley, where s
the majority of Yavapai C o u n tagti®sSTRS Jerfrie (1
are located. g~ T

&l

The county boundary, shown as a black line,

helps illustrate the portion of the City of %, &
Sedona that extends outside Yavapai County Y
into Coconino County.
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M STR UNITS BY LOCATION ~ TRENDS

The total number of active STR units in Yavapai County and the City of Sedona has trended strongly upward over the past 6.5 years.
Between January2018 and July 2024, STRcounts grew by 151% across the full study area, and more than doubled in each of the illustrated sub-geographies
As of July 2024, the City of Sedonacontained 45% of the active STRsin the study area, followed by the Village of Oak Creek CDP (16%) and Other Verde Valley(15%).

STRcounts show a slight seasonality,with spring/fallpeaks, and a resilienceto pandemic-related impacts of 2020, with counts largely trending flat, in contrast to drops
seenin severalmountainresort communities
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e STR PILLOWS BY LOCATION ~ TRENDS

Like the number of STR units, the maximum guest capacity of active STRsin Yavapai County and the City of Sedona has also increased.
A slight pause in growth occurred just prior to the pandemic, with little absolute growth from fall 2018 through fall 2020.
However, a resurgencein capacity growth is seen starting in 2021, coinciding with a generalreturn to travel after the height of pandemic restrictions.
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STR UNITS BY LOCATION

- ALL STUDY AREA SUBGEOGRAPHIES

The high number of STRs in Sedona, and to a lesser extent the
Village of Oak Creek CDP and Prescott, is apparent when
compared to other sub-geographies (cities, towns, and CDPs)
within Yavapai County.

A RRC Source: AirDNA

2024 BY
LOCATION
Number of Active STRs by Location
Yavapai County & City of Sedona | July 2024
# of STRs
City of Cottonwood 150
City of Prescott 562
City of Sedona 2,438
Town of Camp Verde 96
Town of Chino Valley 12
Town of Clarkdale 90
Town of Dewey-Humboldt 15
Town of Jerome 34
Town of Prescott Valley 58
Town of Wickenburg 6
Ash Fork CDP 2
Black Canyon City CDP 16
Congress CDP 1
Cornville CDP 121
Lake Montezuma CDP 51
Mayer CDP 2
Paulden CDP 9
Peeples Valley CDP 1
Seligman CDP 25
Verde Village CDP 151
Village of Oak Creek CDP 895
Williamson CDP 31
Yarnell CDP 3
All other Unincorporated Areas 663 -
TOTAL 5432 0=



B STR UNITS BY LISTING TYPE

Nearly all active STR listings (over 90%) are entire homes,
with a monthly average of 4,677 of these units available
over the past 12 months.

A moderate share (9%) are private sleeping rooms, where
other areas could be shared.

While smaller in share, STRslistedas pr i vw@ad rese°
more likely to be owner- or renter-occupied units, in addition
to being listedas a STR

By providing both resident housing and resident income,
these STR situations may be particularly advantageous to
Yavapaiand Sedonaresidents.

Traditional tourist lodging sources like hotel rooms show
up in Yavapai STR listings but comprise an average of just
0.6% of active STRs per month.

Z“RRC Source: AirDNA

Average Monthly Active STRs by Listing Type
Yavapai County & City of Sedona | August 2023 - July 2024

Monthly Average Percent
Entire Home 4,677 90.4%
Private Room 465 9.0%
Hotel Room 31 0.6%
Shared Room 1 0.0%
TOTAL 5,174 100.0%




el STRS BY PROPERTY TYPE LOCATION

STRsin Yavapai County and the City of Sedona are predominantly single-family homes (65% overall).

A This varies at the community level, though only the Village of Oak Creek CDP has a higher share of STRunits located within multi-family properties (51%) than
single-family units (42%).

Percent of Active STRs by |
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BB STR BEDROOMS e

One-bedroom units account for a plurality of active STRs, representing 34% of the current 2024 STR mix within the study area.
A Thisoverall pattern applies within the City of Sedona (36% of units have one bedroom), Other Verde Valley(42%), and Other YavapaiCounty (31%).

A In contrast, units within the other reference geographies (Village of Oak Creek CDP, City of Cottonwood, and City of Prescott) are more likely to be two-bedroom
units.
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STR BEDROOMS 2024 BY

- SINGLEFAMILY UNITS LOCATION

Single-family STR units tend to be above-average in size.

A A plurality of single-family units (31%) have three bedrooms, followed by one- or two-bedroom units (24% and 23%, respectively)

A In some reference geographies, the mix of single-family unit sizesis very similar to the overall mix of unit sizes shown on the prior slide, indicative of the overall
dominance of single-family units in the STRsupply.

A This similarityis not seen for the City of Sedonaand Village of Oak Creek, which have the highest shares of multi-familyand hotel/hostel/B&Bunits.

Percent of Single Family STR Uni't
Janu-aruyp 924

1 0% m0BedroomisBedr oomBABedr oom3Bedr oombBedr oomsBedr oomeEBedr ooms

9 %
8 %
7 00
6 06
500

8 S
™ ™

4 06

N J
™ ™

o
=
N

2 &
2%

3 %

>
o~

14

2 00
100

4%

I 2%
4%

B 3%
2%

2%
3%

‘ 0%
2%

| 2%

0%
Yav a®@iit yCioff y o Setdodomge ofCiQak ofOt her V&ideg of Pt éscotira
Sedona Overall Creek CDPottonwoodall ey County

A RRC Source: AirDNA 19




- STR BEDROOMS 2024 BY

LOCATION
MULTI-FAMILY UNITS OCATIO

Almost half of multi-family STR units (49% overall) are a single bedroom in size.
A This pattern appliesto all sub areas other than the City of Cottonwood and the Village of Oak Creek CDP, where two-bedroom units comprise the plurality.

A Very few multi-family units are larger than two bedroomsin size, representingjust 5% of the overall mix. Outliersto this pattern are the City of Cottonwood (where
20% of multi-family STRshave three bedrooms) and Other Verde Valley(13%).
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i STR OCCUPANCY RATES v LocaTion

From 2018 to 2021, overall STR occupancy rates across the study area rose steadily, reaching a high of 53%. Occupancy then declined
two consecutive years, to a trough of 43% in 2023, indicating that demand d i dkeéptpace with the influx of supply.

A 2024is showing a resumptionyear-over-year growth from 2023, based on data through July.

A Thoughoccupancy rates vary by community (and are highestin Sedona), annualtrends among all sub-geographiesmirror the overall pattern.
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- STR OCCUPANCY 2023 BY

BY PROPERTY TYPE LOCATION

The occupancy rate of single-family units consistently outpaces that of multi-family units in all reference geographies.
A Hotel/hostel/B&Bunits listed on STR platforms consistentlyhave the lowest occupancy rates of any property type.

Active STR Occupancy by Prc
2023
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- STR OCCUPANCY 202324 BY
SEASONALITY

Active STR Occupancy b
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i STR AVERAGE DAILY RATE ¥ LocaTion

The City of Sedona commands the highest STR rates in the study area, reaching an average of $403 per night in 2024 to date. In recent
years, the lowest rates tend to have occurred in the City of Prescott.

A STRADRsincreased annuallyfrom 2018 to 2022 across all geographies, plateauedin 2023, and have risen againin 2024 to date.
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- STR AVERAGE DAILY RATE 2023 BY

LOCATION
BY PROPERTY TYPE OCATIO

As might be expected, single-family homes (which tend to be larger) have higher ADRs than units located in multi-family properties across
the study area.

A Inthe City of Sedona and the Village of Oak Creek CDP, which have the highest ADRs, staying in a single-family STR unit costs an average of 50% and 65%
more, respectively,than a unit located in a multi-family property.
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- STR AVERAGE DAILY RATE 2023:24 BY
SEASONALITY

Active STR ADR by Month
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el STRS BY PROPERTY TYPE

Long-term growth has occurred in all STR unit types, with each category
more than doubling in percentage terms from January 2018 to July 2024,
including single family units (+135%) and multifamily units (+143%).
Single family units have consistently been the largest category.

Number of Acti ve

LONG-TERM
TRENDS

PROPERTY CLASSIFICATION EXAMPLES:

Single -family: House, cabin, guest suite, guest house, cottage,
villa, bungalow, vacation home, place, chalet, etc.

Multi -family: Condominium, apartment, serviced apartment,
townhouse, studio, loft, etc.

Hotel/Hostel/B&B: Resort, hotel, lodge, aparthotel, B&B,
hostel, etc.

Other: Camper/RV, tent, tiny house, farm stay, campsite,
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STR UNITS BY SIZE ~ TRENDS

Long-term growth has occurred across all bedroom counts, although with some variation across categories. Over the January 2018-July
2024 period, there has been somewhat less cumulative growth in 2BRs (+94%) and 1BRs (+123%) than OBRs (+200%), 3BRs (+228%), and
4+ BRs (+347%).

Active STRs by Number of Bedr ooms
Yavapai &Counpt pf|J82dd8a2024

1Bedroom
1800 18309
1634

2Bedrodm9 7
3Bedrodmg 9

OBedr ooms
501

4Bedr ooms
409

200 5Bedr odm®¢
6+Bedr o @m®s

A RRC Source: AirDNA 28 |=§



BB ASSESSOR STR ANALYSIS

The remaining slides in this chapter portray a profile of STRs derived from County Assessor data. This dataset was created by matching
STR licensing records from the City of Sedona, City of Cottonwood, and City of Prescott to public Assessor records obtained from Yavapai

and Coconino County in August 2024. Data limitations to consider when interpreting results are:

Licensing Variations

Licensing requirements and data availability differ across Yavapai County communities, meaning not all operational STRs coelchatched.

Sample Representation

A 1,335 STRs were matched to Assessor data, representing onrguarter of the 5,432 active studyarea STRs identified by AirDNA inuly 2024.

A AIrDNA listings are anonymized, and as such, cannot be matched to Assessor data; they were analyzed separately in the preugdlides.

A Therefore, the results of the Assessor Analysis on the following slides are illustrative, but not exhaustive.

CITY OF COTTONWOOD CITY OF PRESCOTT

CITY OF SEDONA

STR Licenses Provided: 1,119
Match Rate: 1,110 successfully matched (99%)

700 of 703 matched via property address in
Yavapai portion

410 of 416 matched via Parcel ID (3 unmatched, 3
duplicates) in Coconino portion

AirDNA estimates (2,438) are more than double city
records (1,119). Likely causes include:

Unlicensed STR operations

Inclusion of traditional lodging and timeshares on
Airbnb/VRBO platforms (though limited in number)

NOTE: Even when STRs outside city limits were excluded,

Z-RRC

STR Licenses Provided: 60

Match Rate: 50 successfully matched (87%)
Matched via the |license
Number
8 unmatched STRs lacked a Tax Lot Number with
another 2 had duplicated license entries
Property addresses were not included in the data,
limiting backup matching options when Tax Lot
Numbers were missing and/or owner information
differed

NOTE: AirDNA estimates (150) are more than double city

records (60).

d

STR Licenses Provided: 180
Match Rate: 173 successfully matched (96%)
p/ Matohead viy pRopertyaddregsese T a X
3 duplicate licenses were excluded

4 licenses could not be matched to public records
NOTE: AirDNA estimates (562) are more than triple city

records (180).

Lot
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il ASSESSOR STR COVERAGE

The data gathered from STRs matched to the Yavapai County and Coconino County (used for the Coconino

area of City of Sedona) Assessor databases presented in the following slides should be considered as a
sample of the overall STR universe within the study area.

Only STRs with licensing data can be matched to public records. We chose to focus only on STR license

lists provided by the Cities of Sedona, Cottonwood and Prescott, as illustrative examples of STR patterns in
the region.

: Village of Oak City of Other Verde . Other Yavapai
City of Sedona Creek CDP Cottonwood Valley City of Prescott County TOTAL
Active STRs
(per AIDNA as of July 2024) 2,438 895 150 820 562 567 5,432
STRs matched to Assessor Database
(from city licensing records & property 1,110 0 50 0 173 0 1,333
management company listings)
0,
Y% of STRs Matched to Assessor 46% 0% 339 0% 31% 0% 25%
Database

/\’ RRC Source: AirDNA; Yavapai County and Coconino County Assessors; City of Sedona, Cottonwood and Prescott STR permit records; RRC 30



i STRs BY PROPERTY TYPE

Share of STRs by P

Condomi ni

The majority of STRs in Sedona, Cottonwood, and anidr Townh
Prescott which are identified in the Assessor databases
(88%) are single-family residential homes.

A Smaller shares are multi-family units (condominiums and
townhomes 3%), manufactured homes (6%), or an unlisted
and/or other property type (3%). S0 mall ¢

Fami |

A Notably, manufactured homes make up a larger share of the Re 2 i de >r/’l tial
STRmix in this study area than in other communities studied 1,168 8
by RRC Thisis indicative of the different built environmentof
Yavapai County and the City of Sedona, as the other
mountain communities that have been studied have ski-
centered tourism developmentand economies

A RRC Source: Yavapai County Assessor & Coconino County Assessor; RRC 31




BB STR s BY YEAR BUILT

Most STRs in Sedona, Cottonwood, and Prescott which
are identified in the Assessor databases (69%) were
constructed between 1970 and 1999.

A Fifteen percent were built prior to 1970, while 17% have been built
since 2000, including 11% in 2000-2009 and 6% in 2010-2024.

A The 2008-09 Great Recession/HousingBust had outsized impacts
on Arizona and likely contributed to the slowdown of new building
occurring in the study area over the past 15 years.

A However, the overall share of STRsbuilt since 2000 is similar
to some other resort communities studied by RRC 11% in
Pitkin County, CO; 19% in Blaine County, ID; 23% in Summit
County, CO 2 each of which also experienced construction
slowdownsafter the Great Recession

A The age of most STRs(83% from pre-2000) is likely indicative that
most units currently used as STRswere previously used for other
purposes (e.g. homes for long-term residents and second homes),
insofar as the STRphenomenon(and the growth of STRS)is likely a
relativelyrecent developmentin much of YavapaiCounty.

RRC Source: Yavapai County Assessor & Coconino County Assessor; RRC 32

Share of STRs by Year Built

2020 - 2024

1960 - 1969 1959 or e

. 2%
108 | Before
8% 76 2010 -2019

6% 53
4%

1970 - 1979
287
22%

1990 - 1999
298
22%

1980 - 1989
326
25%



BB STR OWNER GEOGRAPHY

Number of STRs by

LOC at I OnCoconino
Cound6%

A majority of STRs in Sedona, Cottonwood, and Prescott . Ot her Ari
which are identified in the Assessor databases (60%) are County pree
owned by individuals and entities who reside outside 288 Proa
Yavapaiand Coconino counties.

A A combined 40% are residents of Yavapai or Coconino County
(i.e., local owners)

A 24% are from elsewhere in Arizona, primarily Maricopa County
(22%)

A 36% are from out-of-state

A 0.5% are from outside the U.S.

% RRC Source: Yavapai County Assessor & Coconino County Assessor; RRC 33




Among the 37% of STRs in the study area with out-of-state/international owners, most are owned by Californian

STR OWNER GEOGRAPHY

OUT-OF-STATE OWNERS

individuals/entities (35%), followed by those from Texas (8%), Colorado (7%), Washington (6%), and lllinois (5%).
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Z-RRC
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e MULTIPLE STR OWNERSHIP

Nearly all STRs in Sedona, Cottonwood, and Prescott
which are identified in the Assessor databases (92%) are
owners of a single STR unit.

Among the remaining 8% that own more than one STRunit,
the majority (three-quarters) own/operate two STRunits.

Three entities own four units: two of these owners are
Arizona-based individuals, while the third is an individual
and associated LLC from out-of-state.

Two entities own five units: both are Sedonabased
individuals

Note: Multiple ownership of STRsapplies to identified STRs
in Sedona, Cottonwood and Prescott

A Ownership of other STRsin these communities (which
could not be identified in the Assessor data), and
ownership of STRs in other communities, are not
reflected in these results.

A RRC Source: Yavapai County Assessor & Coconino County Assessor; RRC

Number

1Uni t
1098
9 2

of

SinfMue ti pl e

STRs

STR O\
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- MULTIPLE STR OWNERSHIP
LOCALS vs. NON-LOCALS

Number of STRs Number of STRs
SinfMuéd ti ple STR O\ SinfMuéd ti pl e STR Ov
Local owner s No-hoc al Owner s

3Uni 928

n =465 n=735

The multiple ownership profile of Local (Yavapai County and City of Sedona based owners) and Non-Local
owners is nearly identical. Over 90% of both local and non-local owners own and operate a single STR. A
small subset operate multiple STRs, the majority of whom operate two STRs.

Note: Multiple ownership of STRs applies to identified STRs in Sedona, Cottonwood and Prescott. Ownership of other STRs in these communities (which could not be identified in the Assessor
data), and ownership of STRsin other communities, are not reflected in these results.

//A_ﬂ_ RRC Source: Yavapai County Assessor & Coconino County Assessor; RRC 36
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- ECONOMIC IMPACT OF ST
STRs contributed substantially to the economy of Yavapai County and City of Sedona in 2023.

RRC estimates that STRs Yavapai County and the City of Sedona directly or indirectly supported 4,978 jobs in and generated $721
millionin economic output, $449 millionin GDP, and $195 millionin laborincome.

A Stated another way, STRsin Yavapai County and Sedona generated economic activity equivalentto 4.4% of YavapaiCount y ®s
jobs, 4.2% of its GDP and 4.1% of its labor income.!

Direct visitor spendingon STRrentals was estimated at $259 million

Additionally, visitors using STRs spent an estimated $131 million at food services and drinking places; $44 million for recreation,
sightseeing,and entertainment $98 millionon shopping and retail, and $52 millionon local transportation.

When considering the impact on the direct tourism economy, STRsgenerated economic activity equivalentto 37% of YavapaiCou nt y ®s
tourismjobs (10,020 jobs) and 38% of its earnings ($352 million).

In 2023, STRs accounted for 51.6% of Yavapai C o u n tom@ised available hotel and STR lodging inventory.2

On average, in Yavapai County, STRstrail hotels in occupancy rates, but exceed hotels in average daily rates.?
STRoccupancy rates were lower than hotelsin 2023, averaging41.6%, compared to average hotel occupancy of 65.5%.
STRroom rates were higher than hotelsin 2023 ($279 ADR, compared to $219).

STRRevPARwas lower than hotelsin 2023 ($116, compared to $144).
STRannualaveragerevenue per unit was lower than hotels in 2023 ($42,293, compared to $52,457).

Note that economic activity of STRs in Yavapai County and the City of Sedona is compared to total economic activity (andltarism
activity) in Yavapai County only (since economic activity in the Coconino County portion of Sedona is unavailable).
2STR-hotel comparisons described here are based on Yavapai County only (Coconino County portion of Sedona is excluded).

RRC



- ECONOMIC IMPACT OF STK
Factoring in room rentals and other trip spend, STR guests in Yavapai County and Sedona paid an estimated $40.4 million in sales taxes in
2023. This includes $21.8 million in state taxes, $3.8 million in county taxes, and $14.8 million in municipal taxes.

Looking at STR room rentals only, STR rentals generated an estimated 3.0% of Yavapai C o u n total®et taxable salesin 2023.

Compared to other industries, the taxable sales generated from STR rentals is more than the taxable sales of mining, communications, and amusements
combined.

On the municipallevel, STRroom rentals are estimated to generate 26.3% of municipal tax collectionsin Sedona, 4.1% in Jerome, and more modest sharesin
Camp Verde (1.6%), Cottonwood (1.3%), Dewey-Humboldt (1.3%), Prescott (1.4%), and Prescott Valley (0.2%).

STRshave become a particularly important component of the bedbase in Sedona.
S e d o maeRrsom supply has grown moderately over the past 25 years (from 1007 rooms in 2000 to 1533 roomsin 2024, an increase of +52%).

In contrast, overalllodging demandin Sedona (as measuredby lodging expenditures)has grown by over 5x from 2011 (about $50M) to 2024 (over $250M).

STRshave quickly come to outnumber hotel rooms in Sedonaover the past few years, rising from 729 in June 2017 to 2,395 in July 2024. The growth of STRs
in Sedonahas likely been fueledin significantpart by hotel growth not keeping up with demand growth.

Considering these findings with the robustness of the STR marketplace during disruptions such as the pandemic, STRs are an important
foundation of the tourism economy and overall economy in Yavapai County and the City of Sedona.

S T Reo@ributions may grow further in the future if the upward trajectory of STRcounts continues, and state pre-emption of local regulation of STRsremainsin
place.

That said, other factors may moderate the future economic growth of STRs,such as:

A The sometimes-negative social externalities possible with increased STRuse in communities, as indicated in the Community Sentiment Survey findings
presented later in this report

Z-RRCA Potentialsaturation of the marketplace




i ECONOMIC IMPACT METHODOLOGY

1. Estimate spend on STRsin Yavapai County and the City of Sedona in 2023.
AirDNAwas assumedto provide an accurate estimate of STRrevenues
Salesand bed taxes on STRrevenueswere calculated and added to estimatetotal visitor spendingon STRs

2. Estimate the proportionate breakdown of STR guest spend by category (STR rental, restaurant, recreation, etc.).
This was informed by survey data on visitor spend in Yavapai County, particularly surveys conducted by Northern Arizona
Universityin Prescott and the Verde Valleyin 2014/15.

3. Estimate aggregate STR guest spend in 2023.
Thiswas done by benchmarkingthe proportions developedin step 2 to the aggregate STRexpendituresdevelopedin step 1.

4. Model the economic impacts of STRswith RIMS Il multipliers from the US Bureau of Economic Analysis.
Direct output was derived from STR guest spend by adjusting for retailer margins for retail sector expenditures (using IMPLAN
margins).
RIMS Il multipliers for Yavapai County were then used to derive direct, indirect and induced output, employment, earnings and
value-added from direct output.

5. Apportion tax impacts to municipalities.
Spend on STRrentals by municipality was estimated by geocoding AirDNA property-level data. (This data has a built-in noise
factor for confidentialityreasons, so it is indicative but not precise of municipalgeography.)
Other spend by STRguests was assumedto be geographicallyproportionate to spend on STRrentals.

Z“RRC



OF STR s

DIRECT & SECONDARY ECONOMIC IMPACTS

Economic Impacts of STRs in Yavapai County & Sedona, 2023

Employment

Earnings

Value-added
(GDP)

Dlrgct 3,685 $132,915,123 $507,762,686 $377.596.707
Indirect 557 $27,997,863 $98,682,611

Induced 736 $34,066,856 $114,744,435 $70,996,145
Total 4,978 $194,979,842 $721,189,733 $448,592,852
Yavapai County Total - All Industries (2022/2023) 112,493 $4,803,453,000 not avail. $10,755,479,000
STR Share of Yavapai County Total 4.4% 4.1% not avail. 4.2%
Yavapai Co. Direct Travel Jobs & Income (2023) 10,020 $351,900,000

STR Share of Direct Travel Jobs & Income 37% 38%

with inflation adjustmentto 2023 based on US BLS CPIfor Mountain Census Division)

Sources:
A STR Impacts: AirDNA; visitor surveys conducted in Yavapai County by Northern Arizona University, Longwoods Internationaland RRC, IMPLAN retail margins, and US BEA RIMS Il multipliers for Yavapai County (2022,

A County Total Jobs, Earnings, & GDP: US Bureau of Economic Analysis Jobs and earnings reflect wage/salaryand proprietor jobs. Jobs data is as of 2022; earningsand GDP are as of 2023. All figures exclude Coconino

County portion of Sedona

A County Direct Tourism Jobs & Earnings: Dean RunyanAssociates Figuresexclude Coconino County portion of Sedona

Z-RRC
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VISITOR EXPENDITURES & DIRECT JOBS
ATTRIBUTABLE TO STR s

Visitor Expenditures & Direct Jobs Attributable to
Yavapai County and Sedona STRs, 2023

Spend category Expenditures Employment
STR Rental $259,489,679 1,198
Food Services & Drinking Places $130,834,415 1,271
Recreation, Sightseeing & Entertainment $44,115,145 572
Shopping/Retail Purchases $98,995,834 461
Local Transportation $52,667,442 183
Total $586,102,516 3,685

Source: RRC, based on AirDNA STR revenue; state, county and municipal tax rates on STRs visitor surveys conducted in Yavapai County by Northern Arizona
University, Longwoods Internationaland RRC; IMPLAN retail margins; and US BEA RIMS Il multipliersfor YavapaiCounty (2022, with inflation adjustmentto 2023 based
on US BLS CPIfor Mountain Census Division)

Z-RRC



STR CONTRIBUTION TO TAX COLLECTIONS

TRANSACTION PRIVILEGE TAX | ALL TAXES GENERATED BY STR VISITORSOOM RENTALS AND OTHER)

Estimated TPT Taxes Paid by STR Visitors in
2023 by Jurisdiction Receiving Proceeds

Jurisdiction TPT Collections

State of Arizona $21,784,269
Counties
Yavapai County $2,484,464
Coconino County $1,329,026
Counties Total $3,813,490
Municipalities
Camp Verde $206,464
Chino Valley $30,136
Clarkdale $174,411
Cottonwood $381,859
Dewey-Humboldt $21,077
Jerome town $73,454
Prescott $953,281
Prescott Valley $93,268
Sedona $12,871,333
Wickenburg $824
Municipalities Total $14,806,107
Grand Total $40,403,866 Source: RRC.

Z-RRC 43



- STR SHARE OF NET TAXABLE INCOME
YAVAPAI COUNTY | STR ROOM RENTALS

STR Share of Yavapai County Taxable Income
FY 2024
Measure July 2023 - June 2024
$200,511,707 AiIrDNA
AZ Department of Revenue
Annual Report FY 2024

Yavapai County STR Revenue (AirDNA)

Yavapai County Total Taxable Income $6,603,341,301

Yavapai County STR Revenue ‘

0,
as a % of total taxable income 3.0% ‘

Net Taxable Income In Yavapai County
July 2023 - June 2024

Taxable Activities & Buisness Calculated Net Taxable

Classifications Income In Yavapai County in FY 2024, STRs generated $201 million
Nonmetal mining $29,110,247 ] e
Utilities $399,672,682 taxable room revenues, equivalent to 3.0% of the $6.6 billion
bublioting B e o in total Yavapai County taxable transactions.

Job Printing $3,196,469

Restaurants & Bars 638,940,541 .

Amuserments $$54,397,590 STR income represents more than the FY 2024 county
Rentals of Personal Property $128,477,167 I NI I I

Contracting (Al $967 889 557 mcome from mining, communications, and amusements
Retall $3,063,433,844 combined.

Remote Seller/Marketplace Facilitator $491,131,261

MRRA $6,806,966

Hotel/Motel & Online Lodging Marketplace $421,994,955

Use Tax $266,010,641

Other Taxable Activities $79,485,493

TOTAL $6,603,341,301

Z-RRC

Source: AirDNA,; Arizona Department of Revenue FY 2024 Annual Report; RRC. 44



STR CONTRIBUTION TO TAX COLLECTIONS

TRANSACTION PRIVILEGE TAX | STR ROOM RENTALS

STRroom rentals are a significant source of municipal sales and bed tax revenues.

A Thisis particularly true for Sedona, where STRroom rentals contributed an estimated 26.3% of all transaction privilegetax (TPT)revenues
in FY 2024. Much smallershares are estimated in selected other cities in YavapaiCounty (0.2% - 4.1%).

STR Share of Municipal Transaction Privilege Tax Collections
Selected Municipalities in Yavapai County / Sedona Study Area
FY 2024 (Jul 2023-Jun 2024)

STR Municipal Hotel = Total Municipal Privilege Tax STR TPT Collections as

ST(I?MF:;Lir;ue Hotel Municipal Taxes Tax Collections Collections a % of Total Municipal
Tax Rate Additional Tax Total Tax Rate  (AIFDNA * tax rate)  (All Sectors; per AZ Dept of Rev) TPT collections
Camp Verde $1,959,750 3.65% 3.00% 6.65% $130,323 $7,999,386 1.6%
Cottonwood $4,862,463 3.50% 3.50% 7.00% $340,372 $26,119,077 1.3%
Dewey-Humboldt $405,226 2.00% 2.00% 4.00% $16,209 $1,240,719 1.3%
Jerome $853,426 3.50% 3.00% 6.50% $55,473 $1,369,360 4.1%
Prescott $15,385,421 2.00% 3.00% 5.00% $769,271 $53,461,161 1.4%
Prescott Valley $1,198,143 2.83% 2.83% 5.66% $67,815 $40,284,950 0.2%
Sedona $160,098,498 3.50% 3.50% 7.00% $11,206,895 $42,618,246 26.3%

A RRC Source: AirDNA; Arizona Department of Revenue FY 2024 Annual Report and tax rate tables; RRC. 45




- PROPERTY TAXES PAID BY STR OWNERS

Jurisdiction / Fund

YAVAPAI COUNTY
General
Fire Dist. Contrib.
YC Free Library District
Flood Control District

COCONINO COUNTY
Primary Levy
Library District
Flood Control
Public Health Services
Fire District Assistance

CITY OF PRESCOTT
General

CITY OF COTTONWOOD
CITY OF SEDONA

TOTAL SUM

Property Tax Rate

FY 2025

1.7148%
0.0826%
0.1404%
0.1750%

0.4944%
0.2956%
0.5000%
0.2500%
0.1000%

0.2520%
No property tax

No property tax

FY 2025

$36,692,093
$36,692,093
$36,692,093
$36,692,093

$21,560,525
$21,560,525
$21,560,525
$21,560,525
$21,560,525
$4,303,890
$641,759
$53,183,458

$58,252,618

STRs Assessed Value Property Tax

FY 2025

$629,196
$30,308
$51,516
$64,211

$106,595
$63,733
$107,803
$53,901
$21,561

$10,846
No property tax
No property tax

$1,139,669

# STRs
Included

921
921
921
921

412
412
412
412
412
174
41
1,111

1,333

Z-RRC

Source: Yavapai and Coconino County Assessor databases; Sedona, Cottonwood and Prescott STR permit records; RRC

Based on matching city STR
permits to Assessor records,
permitted STRs in Sedona,
Cottonwood and Prescott are
projected to generate $1.1
million in  property tax
revenues for these cities and
Yavapai & Coconino counties
in FY2025.

Total property taxes generated
by STRs in the study area are
likely significantly higher, as
many STRs are excluded from
these calculations.
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- LODGING PERFORMANCE
STRs vs HOTELS

Yavapai County Lodging Units
CY 2023

In 2023, STRs comprised just over half (51.6%) of all lodging
units in Yavapai County.

A STRs were utilized less than hotels, with fewer total room

nights (shown on the following slide) and a lower occupancy
rate.

A STR ADRs were 27% higher than hotels in 2023, while STR
RevPARwas 19% lower than hotels.

A As shown on the following slide, the average STR had an Yavapai County Lodging Performance Metrics
annual revenue of $42,293 compared to the $52,457 of the CY 2023
i 0
average hotel unit. ST Hotels ~ STRSasa % of
Hotels
Occupancy 41.6% 65.5% 64%
While STRs performance varies compared to hotels, their ADR $279 $219 127%
contribution to the local bed base is significant, and provides RevPar $116 $144 81%
a d|VerS|ty Of IOdg|ng OpthﬂS ’[O VISItOI‘S STR Occupancy = Reservation days / (reservation days + available days + blocked days)

STR ADR = Revenue / reservation days.
STR RevPAR = Revenue / (reservation days + available days + blocked days).

/\’ Source: AirDNA and CoStar.

ARRC Note: For comparison, the Key Data ~ProDataset®°®, based on rpportsnhefnllnvyingmanagement47cpany
2023 Yavapai County STR metrics: occupancy 35% (vs. 41.6% for AirDNA) and ADR $271 (vs. $279 for AirDNA).




LODGING METRICS 0 YAVAPAI COUNTY

STRsvsHOTELS

While STRs accounted for 51.6% of all lodging units in Yavapai County in 2023, they accounted for 40.4% of
lodging room nights, and 46.2% of lodging room revenue.

Yavapai County Rental Lodging Units, Room Nights & Room Revenue

CY 2023
Room Nights Room Revenue Average Annual
# % # % Revenue Per Unit
STR 4,192 51.6% 636,425 40.4% | $177,293,881 | 46.2% $42,293
Hotel 3,934 48.4% 940,385 59.6% | $206,345,889 | 53.8% $52,457
Total 8,126 100.0% | 1,576,810 | 100.0% | $383,639,770 | 100.0% $47,213

Source: AirDNA and CoStar.
Note: Data excludes the portion of the City of Sedona which is located in Coconino County.
Note: For comparison, as of December 16, 2024, Key Data website identified a 3,990 active STR listings in Yavapai County, faifly similar to AirDNA
(4,192 units) (https://www.keydatadashboard.com/markets/yavapacounty-Arizong) .  Addi ti onally, the Key Data ProDataset®, —based
A RRC management company datafeeds representing 888 active STRs, reports the following 2023 Yavapai County STR metrics: occuparsy3vs. 41.6% 48
= for AirDNA) and ADR $271 (vs. $279 for AirDNA).



https://www.keydatadashboard.com/markets/yavapai-county-Arizona

- LODGING METRICS 0 SEDONA
STRsvs HOTELS

STRs accounted for an estimated 58.0% of all lodging units in the City of Sedona in 2023 and accounted for
51.7% of lodging room revenue.

Estimates of City of Sedona Hotel and STR Units and Room Revenues, 2023

Units Room Revenues
Annual Revenue
Count Percent Sum Percent per Unit
Hotels 1,533 42.0%)| $127,096,117 48.3% $82,907
Active STRs 2,115 58.0%] $136,014,809 51.7% $64,312
Total 3,648 100.0%)| $263,110,926 100.0% $72,126
Sources:

- Total taxable lodging revenue: Northern Arizona University Economic Policy Institute; AZ Department of Revenue.
- Active STRs: AirDNA; RRC.
- Hotel unit count: CoStar; RRC.
- Hotel revenue: Inferred as difference between total lodging revenue and STR revenue.
Note: CoStar also produces estimates of hotel room revenue and would be a cross-check for the estimate above.

2~ RRC 49




LODGING INVENTORY & REVENUE 0 SEDONA
STRs vs HOTELS

City of Sedona: STR & Hotel Inventory and Taxable Lodging Sales A Sedona®s hotel

January 2020 - November 2024 has grown moderately over
3,000 $300 the past 25 years

(+52%,+526 units).

A In contrast, overall lodging
demand (as measured by
lodging expenditures) has
grown by over 5x from 2011
(about $50M) to 2024 (about
$250M).

A The growth of STRs in
Sedona has likely been
fueled in significant part by
hotel growth not keeping up
with demand growth.

A Stated another way, STRs

mmm Taxable lodging & STR sales (right scale)
= Hotel rooms (left scale) .|||||||||

2,500
Active STRs (left scale)
M

2,000 $200

1,500 1,403 [ $150

1,282
1,177 J
500 | $50
have emerged a
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$100

Count of Hotel Rooms and Active STRs

Taxable Lodging Sales (trailing 12 month sum) - Millions
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A STRs have quickly come to

. . _ . . outnumber hotel rooms in

Sources: AirDNA; CoStar; Northern Arizona University Economic Policy Institute and AZ Department of Revenue; RRC. —

A RRC Note: Hotel room counts reflect opening dates of hotels with 10+ rooms which were operating as of October 2024. the paSt few years. 5o
Hotels which may have been open/operating at an earlier date but which are now closed are excluded.



SUPPORTING DETAIL
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S

YAVAPAI COUNTY: STR, HOTEL, & TOTAL LODGING SALES BY TYPE

The sum of STR and
hotel revenue in Yavapai
County (as reported by
AirDNA and CoStar)
closely matches
aggregate taxable
lodging sales reported
by AZ Department of
Revenue.

This provides a degree
of confidence in the
accuracy of the
STR/hotel data.
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SUPPORTING DETAIL

- YAVAPAI COUNTY MONTHLY TAXABLE SALES | SELECTED SECTORS

Yavapai County Monthly Taxable Sales
Selected Sectors | December 2020 - September 2024
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SUPPORTING DETAIL

- CITY OF SEDONA MONTHLY TAXABLE SALES | SELECTED SECTORS

City of Sedona Monthly Taxable Sales
Selected Sectors | December 2020 - September 2024
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SUPPORTING DETAIL

- CITY OF PRESCOTT MONTHLY TAXABLE SALES | SELECTED SECTORS

City of Prescott Monthly Taxable Sales
Selected Sectors | December 2020 - September 2024
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SUPPORTING DETAIL

- CITY OF COTTONWOOD MONTHLY TAXABLE SALES | SELECTED SECTORS

City of Cottonwood Monthly Taxable Sales
Selected Sectors | December 2020 - September 2024
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FINDINGS

STR WORKFORCE HOUSING IMPACTS

Yavapai County and Sedona 2 along with the State of Arizona and the US as a whole - have experienced housing price increases
in recent years, including a surge during the 2020-2022 Covid period. There have been several socioeconomic drivers of this
widespread housing price growth.

The home value gains seenin YavapaiCounty and Sedonain recent years were echoed across Arizonaand throughout much of the US, in markets
with varied STR concentrations and STRtrends.

During the Covid period, home value drivers nationwide included the following

A
A
A

A

Historically low mortgage interest rates in 2020-2022
Surge in housing demand during the Covid period, coupled with limited supply
Changing live/work dynamics and housing preferencesdue to Covid:
Outmigration from urban cores to suburban and rural areas
Increased demand for larger homes, including homes with space for home offices
Rapid escalation in housing construction costs during Covid due to supply chain disruptions

Factors other than Covid have also helped drive and maintain home value increasesin recent years.

Z“RRC

A

> > > > > > > D>

A housing supply deficit caused by years of underbuilding after the 2008 financial crisis

Construction labor shortages, and continued high construction and land costs

Restrictive zoning and land use policies

Millennialsin their peak homebuyingyears

Strong householdformation by Generation Z

Significantimmigration contributing to housing demand

Limited supply of homes for sale due to the "lock-in" effect, where homeownerswith low mortgage rates are disincentivizedto sell
Wealthierhouseholdsbenefitting from substantial equity gains in the housing market, increasing their ability to bid up prices

Risinginsurance costs related to weather and climate risks

Sources(none x haustive | ist): The State of the Nati on®s Housi negsudl astheCOMR1Y ar d Joi nt Ce 't = for
pandemic took hold (December 2021, Federal Reserve Bank of Dallas); Housing Affordability in Arizona Q3 2024 Update (CommensB Institute).



FINDINGS

- STR WORKFORCE HOUSING IMPACTS

STRsare likely a contributing factor to changes in housing values in certain areas like Sedona, although growth in STRsis
unable to explain a large share of the variation in changes in home values locally. Additionally, the effect of STRs on
home values is small and hard to detect in local areas with low STR concentrations.

Excluding Sedona and Crown King (which have high concentrations of STRs), there has not been a statistically significant correlation
between changes in the concentration of STRsvs. changes in home value across Yavapai County communities (2018-2024), at either
the zip level or the city level

A This suggests that STRshave likely been a relatively unimportant factor in driving home value changes in local communities with
lower concentrationsof STRs

Including Sedona and Crown King, there has been a statistically significant correlation between home value changes and changes in
STRconcentrations (2018-2024) when measuredat the zip level, but not at the city level

A This divergence suggests caution is needed in interpretation, due to the small number of available datapoints for areas with high
STRconcentrations (and the sensitivityof the analysesto these influentialoutliers).

A At the ZIP level, and inclusive of Sedonaand Crown King, changes in STR concentrations explain 28% of the variation in changes

in home values (2018-2024), while 72% of the variation in changes in home values is not explained by STRs* (*Note: To clarify
interpretation, this analysisfinds that 28% of the variationsin changes in home values between zips was explained by changes in STR concentrations (2018-2024).

The analysis should not be interpreted as meaning that 28% of absolute price changes, 28% of percentage price changes, or 28% of absolute price levels are
explainedby STRconcentrations.)

Z“RRC



FINDINGS

- STR WORKFORCE HOUSING IMPACTS

Perhaps surprisingly, changes in STR density do not appear to correlate with changes in rents within Yavapai County.

There has not been a statistically significant correlation (at the p<0.05 level) between changes in STRconcentrations and changesin 2-
bedroom fairmarket rents across Yavapai County communities (2018-2024). This finding applies regardless whether Sedona and
Crown King are included or excluded from the analysis

A To the extent that there might be a correlation between STR growth and rent growth (at p>0.05 level), the relationship appears to be
negative 2 i.e. higher STRgrowth is correlated with lower rent growth.

Correlations between STR concentrations and home value levels within Yavapai County have also been examined.

Excluding Sedona and Crown King, there is not a statistically significant correlation between STR concentrations and home value levels
in 2024, when measuredat the zip and city levels? indicating that STRsare likely a relativelyunimportantfactor in driving home valuesin
these areas.

Including Sedonaand Crown King, there is a statistically significantcorrelation between STRconcentrationsand home values. However,
correlation should not be confused with causation, and it is likely that there are qualities of Sedona that concurrently drive STR
concentrations and home values (e.g. overall attractiveness of the community). Additionally,as discussed more later, Sedonahas had a
home value premiumrelative to YavapaiCounty for decades, pre-dating the advent of Airbnb in 2007 and the recent growth in STRs

There does not appear to be a significant correlation between STR concentrations and rent levels across Yavapai County
communities.

At the ZIP level, current STRconcentrations do not show a statistically significantcorrelation with current 2-bedroom Fair Market Rents?
regardlesswhether Sedona& Crown King zips are included or excludedfrom the analysis

RRC



FINDINGS

- STR WORKFORCE HOUSING IMPACTS

Sedona is a special case within Yavapai County, with an elevated level of STRs and strong growth in STRs, along with high
housing prices and limited land availability for housing development. However, again, STRs are just one of many factors which
appear to be contributing to its high housing costs.

Home values in Sedonahave been elevated relative to the rest of YavapaiCounty (and the state of AZ, and the U.S.) for decades, back to at least
the year 2000 2 well before the founding of Airbnb (in 2007) and the ArizonalL e g i s | peetempti@en®fdocal STRregulation (in 2016).

A For example,based on estimates by Zillow, the typical home in Sedonawas 87% more expensivethan the typical home in YavapaiCounty in
October 2024. This price premium was up from a 62% premium in April 2018, but down from a 101% premium in July 2012.

A Likewise, in October 2024, the typical home in Sedona had a 120% value premium relative to a typical home in Arizona2 up from a 96%
premium in October 2020, but down from a 147% premiumin June 2011.

A Relativeto the US overall, the typical Sedona home had a 163% value premium in October 2024 2 up from a 114% premium in January
2018, and identicalto a 163% premium in October 2006.

The factors that have long made Sedonaan attractive place to visit also helped make it an attractive place to live and to purchase a vacation home,
as well as an attractive place to operate an STR

Many STRsin Sedonaare owned by nonlocal second homeownerswho also use their unit as a vacation home. As such, homebuyerdemand for
STRsand vacation homesis often intertwined.

A Basedon Assessordata and Sedona STRlicensingrecords, approximately62% of Sedona STRowners have their primary residence outside
of Yavapaiand Coconino counties.

A Based on the community survey (summarized later), 54% of STR owners in Sedona/Cottonwood/Prescott(whether living locally or out of
region) use their STRas a vacation home or seasonalhome for themselvesat least 1 week per year.

A Based on the community survey, 42% of past or present Sedona STR owners (whether living locally or out of region) would have still
purchased their unit if STRswere prohibited at the time of purchase. (47% would not have purchased, and 10% are uncertain.) Thisis a
strong indicator of the value of STRsfor non-STR purposesto many owners.

A Hypothetically,if vacation rentals were now banned, 13% of STRownersin Sedona/Prescott/Cottonwoodwould  d e f innoitefl¢heinunit
10% would be — u n | itokselll apd® 39% would  ma y bed. °An additional 27% would  pr o b sely &ngd 10% would def i sellt el y

RRC Additionally,if STRswere banned, only 18% saytheywould d e f i ari p e b kré&nbthey dnit to local residents. —



FINDINGS

- STR WORKFORCE HOUSING IMPACTS

A small portion of STRs in Yavapai County are theoretically affordable to purchase by low- and
middle-income locals. However, most STRs are unaffordable to even higher-income locals.

A small share of STRsare affordable to low- and middle-income Yavapai County households (where affordability is defined as
housing costs (B0% of income, and income is categorized by AMI - Area Median Income).

A For householdsearning 80% of the AMI (low income): 6.8213.7% of STRsare affordable (dependingon householdsize)
100% AMI (middle income): 10.719.7%
120% AMI (middle income): 14.827.6%
150% AMI (high income): 21.438.9%
200% AMI (high income): 35.650.4%

In another measure of affordability, 35% of identified STRs (378 of 1,081 STRs)in the study area have an Assessor market
valuationof lessthan $500,000.

A Most STRsvalued under $500K are owned by non-local owners (62%), many of whom use the unit themselves (According to this
s t u g¢gm®anitysurvey, 54% of STRowners also use the property as a seasonal/vacationresidence at least 1 week a yeatr.)
Many STRsare moderate in size, with 16% under 1,000 square feet and 42% being 1,000 to 1,500 square feet.

Very few properties <$500K are rated as having above average structure quality, possibly implying that should these more
affordable STRsgo into use as full-time residences, they will need improvementsor updates soonerthan more expensiveSTRS

Z“RRC



- FINDINGS
STR WORKFORCE HOUSING IMPACTS

A regression analysis of the drivers of Yavapai County and Sedona property values indicates that factors such as the location of the property,
property type/size, and quality of structure have a significant impacts on property value. After controlling for property and location characteristics, the
STR status of a unit does not appear to be a driver of its value.

The STR status of a housing unit (i.e., whether it is used as an STR)is a predictor of housing value in isolation and without controlling for property location.
However, after controlling for housing characteristics and location of the property, STRstatus does not significantlyimpact value 2 suggestingthat location is an
underlyingdriver of both value and STRstatus.

Sedona, specifically, contains the highest concentration of STRs,and Sedona properties, compared to both STRsand non-STRsin Prescott and Cottonwood,
contain the highest property values. However, there is not a significantdifferencein property valuesbetween STRsand non-STRswithin Sedona

The analysisalso finds that within the combined area of Sedona, Prescott, and Cottonwood &

A Being a condo/townhouse or manufactured/mobile unit compared to a single-family residence, decreases the value of the home by 40 and 70%
respectively

A Havinga homethat is larger than the property-based mean increasesthe value of the home by 42%.
A Increasingthe assessedstructure quality rating by 1 increasesthe value of the home by 50%.
A Beingin Sedona,compared to Cottonwood or Prescott, increasesthe value of the home by 63%.

Real estate commentators have noted that STRs provide an investment opportunity in the Sedona market, and STRs may boost home values.
However, it has also been noted that Sedona attracts diverse buyer groups, and properties which cannot be S T R Bade also experienced value
gains, suggesting a nuanced picture.

For example, one local real estate commentator noted in 2016 that Senate Bill 1350 (allowing short term rentals) was expected to havea p 0 s impaictwre
the Sedona market.® The same commentator noted in 2018 that = C o n drml SJownhomes were the best sellers [in 2018], in spite of the fact, that most
developmentsdo not allow vacation rentals.° (RussLyon, S o t h elrieyn@tionalRealty, https://www.findsedonarealestatecom/Sedonamarket-analysi?)

Another commentator noted in 2024, = Wh iretirees and second-home buyers have traditionally dominated the [Sedona] market, there is an increasing
presence of younger professionalsand remote workers. The rise of remote work has allowed more individuals and familiesto relocate to scenic and serene
locations like Sedona® The commentator also noted that  F oerl estate investors, Sedona continues to offer attractive opportunities The vacation rental
market remains strong, driven by the steady influx of tourists and short-term visitors. Properties that can be marketed as vacation rentals often yield high

returns, particularly those with unique features or premium locations.® (Martin de Bdkay, Realty One Group, https://www.findsedonarealestatecom/Sedona
market-analysis?)

Z“RRC
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HOME VALUES COMPARISON: SEDONA, YAVAPAI COUNTY,
ARIZONA AND US: 2000 - 2024

Zillow Home Value Index
Sedona, Yavapai County, Arizona & U.S. | January 2000 - November 2024 A Since 2000, Sedona has

consistently been more
Sedona expensive than
$900,000 comparables including
Yavapai County as a
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Bl HOME VALUES VS. MORTGAGE RATES

The spike in Yavapai County home values beginning in 2021 coincided with, and were likely spurred in part
by, historically low interest rates. A similar surge in home prices during the Covid period occurred across

Arizona as a whole and throughout much of the U.S. -- indicating a common dynamic prevailing across
markets, regardless of STR prevalence.

Yavapai County Zillow Home Value Index vs.
30-Year Fixed Rate Mortgage Interest Rate
Monthly | Jan 2014 - Oct 2024
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SEDONA HOME VALUES AS A PERCENTAGE OF YAVAPAI
COUNTY, ARIZONA AND U.S. HOME VALUES, 2000 -2024

Zillow Home Value Index (ZVHI): Sedona as a Percent of US, Arizona and Yavapai A . :
County The high home values in
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CHANGE IN HOME VALUES VS. CHANGE IN STR DENSITY:
BY ZIP CODE

% of Housing Units Which Are Active . .
STRs-AirDNA # Housing Units STRs Zillow Home Value Index The Change In _STR denSIty
G across Yavapai Cou_nty and
Share of Sedona has taken different
2018 2023 Active STRs Active STRs  Active STRs h i i
. : nding on Zi
Zipcode Zip Alias 1/1/2018  7/1/2024| |Estimate Estimate (2018) (2024) 2018-2024 1/31/2018 11/30/2024 Change shapes depending o P
86336 Sedona 996 2,573 8,007 8,180 12.4% 31.5% 19.0% $482,687 $1,014,856 110% Code. Across the 2018-2024
86351 Sedona 367 902 4,423 4,526 8.3% 19.9% 11.6% $426,922  $808,039 89% period, Changes in STR
86343 Crown King 2 20 234 234 0.9% 8.5% 7.7% $165,987  $252,794 52% : . 0
86331 Jerome 23 40 335 335 6.9% 11.9% 5.1% der.lsﬁy e?(plalns 28_/0 of the
86324 Clarkdale 36 95 2,185 2,318 1.6% 4.1% 2.5% $260,585  $462,570 78% variation in home price
86325 Cornville 93 157 2,896 2,893 3.2% 5.4% 2.2% $298,540 $512,403 [72% Changes_ Conver3e|y’ 72% of
86303 Prescott 237 505 11,895 12,181 2.0% 4.1% 2.2% $332,056  $568,845 71% e .
86326 Cottonwood 96 318 11,177 11,540 0.9% 2.8% 1.9% $213,454  $388,687 820 the variation in home price
86337 Seligman 5 27 1,189 1,213 0.4% 2.2% 1.8% $114,407  $175,896 54% changes appears to be due to
86338 Skull Valley 2 7 303 306 0.7% 2.3% 1.6% other factors.
86322 Camp Verde 26 102 5,528 5,520 0.5% 1.8% 1.4% $237,125  $416,765 76%
86320 Ash Fork 2 17 1,312 1,378 0.2% 1.2% 1.1% $118,752  $189,335 59%
86335 Rimrock 30 56 2,468 2,475 1.2% 2.3% 1.0% $187,669  $347,028 85% Of the top 5 areas in
86301 Prescott 89 212 12,579 13,553 0.7% 1.6% 0.9% $317,554  $534,193 68% :
86305 Prescott 78 158 10,437 11,128 0.7% 1.4% 0.7% $411,192  $702,171 71% Yavapai/Sedona that haye
85324 Black Canyon City 6 16 1,520 1,563 0.4% 1.0% 0.6% $193,324  $349,657 81% seen the largest change in
86329 Humboldt 3 568 568 0.0% 0.5% 0.5% active STR inventory SharE,
86334 Paulden 1 9 2,250 2,300 0.0% 0.4% 0.3% $223,763  $411,654 84% v Sed i al ithin th
86315 Prescott Valley 3 19 3,828 4,726 0.1% 0.4% 0.3% $340,530  $582,005 71% only sedona Is also within the
86333 Mayer 3 11 3,094 3,145 0.1% 0.3% 0.3% $167,498  $297,130 77% top 5 areas of the largest
86323 Chino Valley 2 15 7,829 8,319 0.0% 0.2% 0.2% $267,247  $484,619 81%
85362 Yarnell 2 3 480 526 0.4% 0.6% 0.2% $135,218  $239,501 7%
86332 Kirkland 1 2 1,052 1,069 0.1% 0.2% 0.1% $197,922  $334,703 69% As such, factors other than
86321 Bagdad 1 1,071 1,098 0.0% 0.1% 0.1% h in STR d i
86327 Dewey 21 24 5949 6,226 0.4% 0.4% 0.0% $265,829  $454,638 71% changes In s1k densily
85332 Congress 1 1 1,247 1,250 0.1% 0.1% 0.0% $199,557  $342,643 72% appear to be important
85342 Morristown 2 2 865 893 0.2% 0.2% 0.0% drivers of county-wide home
85390 Wickenburg 14 14 5,369 5,980 0.3% 0.2% 0.0% | h
Grand Total 2162 5370 [ 125933 132869 1.7% 4.0% 2.3% $288,220  $497,778 73w  values across the 2018-2024
eriod. =
RRC Source: AirDNA; US Census (2020 Decennial Census, 20348 ACS and 20192023 ACS), Zillow, RRC. p —=o

Note: Share of housing units which are STRs is likely somewhat overstated, since some units advertised on STR rental plasfarmmhotel units and other norhousing units (e.g. campsites).



Change in Zillow Home Value Index, Jan. 2018 - Oct. 2024

Yavapai County ZIP CODES:
Change in STR Density vs. Change in

Home Value, 2018 - 2024
INCLUDING Sedona & Crown King Zips
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Change in Zillow Home Value Index, Jan. 2018 - Oct. 2024
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/\, RRC Source: AirDNA; American Community Survey (ACS), Zillow.
Jerome zip/city not shown due to absence of Zillow Home Value Index data.

CORRELATION BETWEEN CHANGE IN HOME VALUES AND CHANGE IN

STR DENSITY: BY ZIP AND CITY
INCLUDING SEDONA AND CROWN KING

A Yavapai County communities
show mostly small (<2.5 ppt)
increases in STR concentrations
at the ZIP and city levels (201&
2024), except for significant
growth in Sedona and Crown
King (and Jerome, not shown).

A At the ZIP level, changes in STR
concentrations significantly
correlate with home value
changes, explaining 28% of the
variation, while 72% is due to
other factors.

A At the city level, no significant
correlation is found,

A The differences in the ZIP and
city results are likely due to
limited data for areas with high
STR increases. Caution is
warranted in interpretation due
to the sensitivity of the findings
to a small number of data
points.



Change in Zillow Home Value Index, Jan. 2018 - Oct. 2024
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CORRELATION BETWEEN CHANGE IN HOME VALUES AND CHANGE IN
STR DENSITY: BY ZIP AND CITY
EXCLUDING SEDONA AND CROWN KING

A Excluding Sedona and Crown
King, no significant correlations
are found between STR density
changes and home value
changes in Yavapai County.

A Thus, in most communities, STR
density changes (within the
community) were unlikely to be
a major factor influencing
changes home values in 201&
2024.



BY ZIP AND CITY, 2024

CORRELATION BETWEEN HOME VALUE AND STR DENSITY:

INCLUDING SEDONA AND CROWN KING

Yavapai County ZIP CODES:

STR Density vs. Home Value, 2024
INCLUDING Sedona and Crown King Zips
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A At both the ZIP and city levels,

there is a statistically significant
correlation between STR
density and home value.

A However, correlation should not

be confused with causation, and
it is likely that there are qualities
of Sedona and other
communities that concurrently
drive STR concentrations and
home values (e.g. overall
attractiveness of the
community).

A Additionally, as discussed

previously, Sedona has had a
home value premium relative to
Yavapai County for decades,
pre-dating the advent of Airbnb
in 2007 and the recent growth
in STRs.



CORRELATION BETWEEN HOME VALUE AND STR DENSITY:

BY ZIP AND CITY, 2024
EXCLUDING SEDONA AND CROWN KING

A Excluding Sedona and Crown

Yavapa.l County ZIP CODES: Yavapai Coun’liy CITIES (aggregated from zips): King, no significant correlations
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ZILLOW OBSERVED RENT INDEX: YAVAPAI COUNTY &

SEDONA VS. PHOENIX MSA & US, 2017

Note: The Zillow Observed Rent Index measures changes in asking rents over time, controlling for changes in the quality @fthailable rental stock.

Zillow Observed Rent Index
Selected Geographic Areas, January 2015 - December 2024

Month

,\/‘/\_/\/\ Sedona

Source: Zillow.

US, +46.3% since 6/2017

Yavapai County, +65.4%
since 6/2017

Phoenix MSA, +64.9% since
6/2017

- 2024

Yavapai County, the Phoenix
Metropolitan Statistical Area, and the
US have all experienced significant
increases in asking rents since 2017,
with the sharpest increases occurring
during the Covid period.

Yavapai County (+65.4%) and
Maricopa County (+64.9%) have
experienced similar cumulative rent
increases, and both have outpaced
the US (+46.3%). (Historic data is
limited for Sedona.)

It is unclear whether Yavapai and
Maricopa Counties have similar or
different STR concentrations.
However, it is clear that these two
different markets, along with the US,
have all experienced substantial rent
Increases, suggesting that factors
other than STRs are important in

driving price growth.
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CHANGE IN 2BR FAIR MARKET RENTS VS. CHANGE IN
STR DENSITY: BY ZIP CODE

STRs-AirDNA # Housing Units % of Housing Units Which Are Active STRs_ 2BR Small Area Fair Market Rents The STR and rental cost data
Ppt Change in FY 2018 ) )
Share of e shown here is analyzed in
2018 2023 Active STRs  Active STRs  Active STRs Advisory ~ FY 2025  Change in graphic format in the next two
Zipcode Zip Alias 1/1/2018 7/1/2024| |Estimate Estimate (2018) (2024) 2018-2024 FMR 2BRFMR  2BRFMR slides.
86336 Sedona 996 2,573 8,007 8,180 12.4% 31.5% 19.0%) $1,220 $1,880 54%
86351 Sedona 367 902 4,423 4,526 8.3% 19.9% 11.6% $1,140 $1,940 70% The rental data shown here is
86343 Crown King 2 20 234 234 0.9% 8.5% 7.7% $890 $1,270 43%
86331 Jerome 23 40 335 335 6.9% 11.9% 5.1% $860 $1,330 55% from Fhe US Department of
86324 Clarkdale 36 95 2,185 2,318 1.6% 4.1% 2.5% $940 $1,300 38% Housing and Urban
86325 Cornville 93 157 2,896 2,893 3.2% 5.4% 2.2% $1,220 $1,920 57% Development (HUD), and
86303 Prescott 237 505 11,895 12,181 2.0% 4.1% 2.2% $830 $1,460 76% represents estimated 40t
86326 Cottonwood % 318 11,177 11,540 0.9% 2.8% 1.9% $890 $1,480 66% ) .
86337 Seligman 5 27 1,189 1,213 0.4% 2.2% 1.8% $930  $1,680 g%  percentile rents in the
86338 Skull Valley 2 7 303 306 0.7% 2.3% 1.6% $890  $1,270 43%  respective zip codes, based
86322 Camp Verde 26 102 5528 5520 0.5% 1.8% 1.4% $850 $1,270 49% primarily on US Census
86320 Ash Fork 2 17 1,312 1,378 0.2% 1.2% 1.1% $930 $1,680 81%
86335 Rimrock 30 56 2468 2475 1.2% 2.3% 1.0% $930 $1,620 74% surveys of renter households.
86301 Prescott 89 212 12,579 13,553 0.7% 1.6% 0.9% $870 $1,860 114% . :
86305 Prescott 78 158 10,437 11,128 0.7% 1.4% 0.7% $830 $1,370 ss|  1his is a different measure of
85324 Black Canyon City 6 16 1520 1,563 0.4% 1.0% 0.6% $810  $1,270 s7%|  rents than the Zillow data
86329 Humboldt 0 3 568 568 0.0% 0.5% 0.5%) $890 $1,520 71% shown on the previous S”de’
86334 Paulden 1 9 2,250 2,300 0.0% 0.4% 0.3% $910 $1,330 46% : :
86315 Prescott Valley 3 19 3,828 4,726 0.1% 0.4% 0.3% $1,160 $2,410 108% which represents asking
86333 Mayer 3 11 3,094 3,145 0.1% 0.3% 0.3% $810 $1,390 72% rents.
86314 Prescott Valley 24 61 15,843 17,426 0.2% 0.4% 0.2% $880 $1,690 92%
86323 Chino Valley 2 15 7,829 8319 0.0% 0.2% 0.2% $870 $1,500 72%
85362 Yarnell 2 3 480 526 0.4% 0.6% 0.2% $890 $1,270 43%
86332 Kirkland 1 2 1,052 1,069 0.1% 0.2% 0.1% $810 $1,370 69%
86321 Bagdad 0 1 1,071 1,098 0.0% 0.1% 0.1% $810 $1,390 72%
86327 Dewey 21 24 5949 6,226 0.4% 0.4% 0.0% $1,140 $1,780 56%
85332 Congress 1 1 1,247 1,250 0.1% 0.1% 0.0% $810 $1,660 105%
85342 Morristown 2 2 865 893 0.2% 0.2% 0.0% $850 $1,690 99%
85390 Wickenburg 14 14 5369 5,980 0.3% 0.2% 0.0% $850 $1,690 99%
Grand Total 2,162 5,370 125,933 132,869 1.7% 4.0% 2.3% $891  $1,606 80%
RRC Source: AirDNA; US Census (2020 Decennial Census, 20348 ACS and 20192023 ACS), HUD, RRC. =5z

Note: Share of housing units which are STRs is likely somewhat overstated, since some units advertised on STR rental plasfarmmhotel units and other norhousing units (e.g. campsites).



Change in 2BR FMR, FY 2018 - FY 2025
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CORRELATION BETWEEN CHANGE IN RENTS AND CHANGE
IN STR DENSITY: WITH AND W/O SEDONA & CROWN KING

Across all study area zips
(inclusive of Sedona and Crown
King), changes in STR
concentrations do not show a
statistically significant
correlation with changes in 2-
bedroom Fair Market Rents (i.e.
40t percentile rents).

Among zips with lesser changes
in STR density (i.e.excluding
Sedona & Crown King zips),
there is a slight negative
correlation between changes in
STR density and changes in
rent 2 perhaps a surprising
result. (Statistically significant
at 90% confidence level, but not
at 95% confidence level.)
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CORRELATION BETWEEN IN 2BR FAIR MARKET RENTS AND
STR DENSITY: WITH AND W/O SEDONA & CROWN KING

A At the ZIP level, current STR
concentrations do not show a
statistically significant
correlation with current 2 -
bedroom Fair Market Rents 2
regardless whether Sedona &
Crown King zips are included
or excluded from the
analysis.
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Bl ASSESSOR VALUATION OF STR s

Another means of examining the impacts of STRs on workforce housing is to investigate the degree to which STRslimit the pool of
affordable homes for current buyers. The following tables show the distribution of home values of identified STRs in Sedona,
Prescott and Cottonwood (based on municipal STRpermit lists matched to Assessordatabase full cash value estimates).

The bulk of STRsmatched to Assessordata are in Sedona (1,081 STRs),while 158 are in Prescott and 47 are in Cottonwood.

The range of STRhome valuesin Sedonais broader than in Prescott and Cottonwood, due mostly to a greater share of STRsvalued at $500K +.
A 35% of identified Sedona STRshave values <$500K, a rough measure of attainable pricing for some low and moderate income buyers.
A Another 42% have values of $500-999K, whichare- a t t a forrmarb domemffluentor wealthy Sedonaresidents.

Of the identified STRsin Prescott and Cottonwood, over 80% or more are valued at <$500K.

Count of STRs, by Full Cash Value

Sedona Prescott Cottonwood Total

Value Count Share Count Share Count Share Count Share

<$100K 4] 0.4% 4] 2.5% 3| 6.4% 11| 0.9%
$100-199K 728 6.7% 30 I 19.0% 14 I 29.8% 116 5 9.0%
$200-299K 611 5.6% 54 I 34.2% 23 I 48.9% 138 I 10.7%
$300-399K 131 12.1% 34 N 21.5% 7 14.9% 172 I 13.4%
$400-499K 110 10.2% 131 8.2% 0 0.0% 1238 9.6%
$500-599K 778 7.1% 5] 3.2% 0 0.0% a2l 6.4%
$600-699K a7 9.0% 4 2.5% 0 0.0% 1019 7.9%
$700-799K 111 10.3% 3 1.9% 0 0.0% 114 B 8.9%
$800-899K 91 B 8.4% 71 4.4% 0 0.0% 9l 7.6%
$900-999K 73 6.8% 2| 1.3% 0 0.0% 758 5.8%
$1M+ 254 IIN23.5% 2| 1.3% 0 0.0% 256 IINT19.9%
TOTAL 1,081 100% 158 100% 47 100% 1,286 100%
<$500K 378 35.0% 135 85.4% 47 100% 560 43.5%
$500-999k 449 41.5% 21 13.3% 0 0.0% 470 36.5%

*Single-family homes, condos/townhouses, and manufactured units only

A RRC Source: Yavapai County Assessor & Coconino County Assessor 75



HOW MANY YAVAPAI CO. STR s WOULD BE
AFFORDABLE FOR PURCHASE BY LOCALS?

People in Household

Income AMI 1 2 3 4

How many of these more-affordable STRs are

attainable when considering monthly incomes, | . 1382? :ggigg iggigg :?jjgg :ggggg
Annual Household Income 0 , y , y

downpayments, taxes, and fees? (2024 AMI - area median income, per| 120%| $69,720 $79,680 $89,640  $99,600
HUD) 1509%| $87,150 $99,600 $112,050 $124,500

If housing costs=30% of income, following is the
share of STRs that would be affordable to Yavapai
County households earning @

200%| $116,200 $132,800 $149,400 $166,000

Housing Costs=30% of Income Housing Costs=40% of Income

People in Household People in Household

80% AMI: 6.8213.7% Affordability AMI 1 2 3 4 1 2 3 4
80%|  $1,163  $1329  $1,495  $1,660 $1550 $1,772  $1993  $2,213

100% AMI: 10.7219.7% Affordable Monthly Housing 100%| $1453 $1660 $1,868  $2,075 $1,937  $2,213  $2,490  $2,767
Payment 1200  $1,743  $1,992  $2241  $2,490 $2,324  $2,656  $2,988  $3,320

120% AMI: 14.8227.6% (30%-40% of income) 150%| $2,179  $2490  $2,801  $3,113 $2,905  $3,320 $3735  $4,150

200% $2,905 $3,320 $3,735 $4,150 $3,873 $4,427 $4,980 $5,533

150% AMI: 21.4238.9%
200% AMI: 35.6250.4%
If housing costs=40% of income, following is the

$221,460 $253,131 $284,803 $316,236
$276,706 $316,236 $355,765 $395,295
$332,047 $379,483 $426,918 $474,353
$415,059 $474,353 $533,648 $592,942

Affordable Purchase Price 80%| $166,095 $189,849 $213,602 $237,177
(Assumes 30 year mortgage 100%| $207,530 $237,177 $266,824 $296,471
@6.60%, 20% down, 27% of monthly 120%| $249,036 $284,612 $320,189 $355,765|
housing costs to insurance, prop tax, 150%| $311,294 $355,765 $400,236 $444,706

. HOA, & utilities 200%
share of STRs that would be affordable to Yavapai ) 00%| $415,059 $474,353 $533,648 $592,942| | $553,412 $632,471 $711,530 $790,589
County households eaming o 80% 90 117 151 182 161 202 243 301
Affordable STRS 100% 142 182 221 262 233 301 367 436
80% AMI: 12.1222.6% (per 2025 Assessor valuation) 120% 197 243 306 367 325 407 492 550
150% 284 367 447 518 473 550 614 670
100% AMI: 17.5232.8% 200% 473 550 614 670 631 711 792 884
120% AMI: 24.4241.1% 00| 1079  137%  16e% o7 | 17 206w  27ew  soeo
Affordable STRs 0 7% 7% .6% 1% 5% 6% .6% 8%
150% AMI: 35.6250.4% (as a%of 1,330 identifiable STRsin | 120%|  14.8%  183%  23.0%  27.6% 244%  306%  37.0%  41.4%
Assessor database) 150%|  21.4%  27.6%  33.6%  38.9% 356%  414% = 462%  50.4%
200% AMI: 47.4266.5% 200%|  35.6%  41.4%  462%  50.4% 47.4%  535%  595%  66.5%

*6.60% interest rate is the weekly average as of 12/16/2024, per Freddie Mac

Source: Yavapai & Coconino County Assessor; local government STR & LOT tax license lists; HUD; Freddie Mac; RRC.

RRC

commercial), rather than all STRs.

Note: Results reflect the affordability of 1,330 STRs with identifiable Assessor valuations (excluding STR properties claddify the Assessor as



CHARACTERISTICS OF STRS BY VALUE

SEDONA, PRESCOTT, AND COTTONWOOQOD

STRsvalued under $500K are more likely to be manufactured homes or condo/townhomes, and also tend to be smaller:

A While most identified STR properties in the area are single-family residences (SFRs),only 79% of STRs<$500K are SFRs, while 99% of more expensive
STRsare SFRs

A 16% of STRs<$500K are <1,000 square feet, and an additional 42% are 1,000 2 1,499 square feet. By contrast, a large majority of more expensive STRs
are 1,500+ square feet (91%).

Affordable STRsare less concentrated in Sedona:
A 68% of STRs<$500K in the total sampleare in Sedona, while 97% of more expensive STRsare located in Sedona

Number of Identified STRs by Value Total STRs <$500K $500-999K
$100- $200- $300- $400- $500- $600- $700- $800- $900-
<$100K 199K 299K 399K 499K 599K 699K 799K 899K 999K $1M+ # % # % # %

Property type _ Single-Family 48 121 146 123 79 101 114 98 75| 256 442 79%
Condo/Townhome -
Manufactured
TOTAL 123 82 101 114 98 75
Total floor  0-499 - BERET -
area (sqft) 500-999 80 15%
1000-1499 19 14 23 275 22% 222 42%
1500-1999 60 36 44 41 31 15 8 339 27% 164 31%
2000+ 44 30 33 66 6 58
TOTAL 9

Municipality ~ Sedona

Prescott 136 24%
Cottonwood

Other

TOTAL 138 172 123 82 101 98 75| 256

1081 84% 378 68%

110 7 97 111 91

*Single-family homes, condos/townhouses, and manufactured units only

Z-RRC

Source: Yavapai County Assessor & Coconino County Assessor

4 552 44% 64 12%
130 171 123 82 101 114 98 75 1,259 100% 533 100% 470 100%




CHARACTERISTICS OF STRS BY VALUE

SEDONA, PRESCOTT, AND COTTONWOOD

Nearly two-thirds of STRs valued under $500K are owned by non-local owners (62%), some of whom likely use the unit themselves for
vacation purposes, or plan to eventually use the unit as a retirement home.

While the majority of all identified STRs are rated by the County Assessor as having a v e r ar pettér structure quality, very few
properties <$500K are rated better than average (4%), while two-thirds (67%) of more expensive STRs are rated better than average. This
may imply that should these more affordable STRs go into use as full-time residences, they will need improvements or updates sooner than
more expensive options.

Number of Identified STRs by Value Total STRs <$500K  $500-999K
<$100 $100- $200- $300- $400- $500- $600- $700- $800- $900- $1M
K 199K 299K 399K 499K 599K 699K 799K 899K 999K + # % # % # %
Owner Local (Sedona,
mailing Yavapai, Coconino) 6 64 62 58 60 34 35 48 34 25 65 491 38% 250 45% 176 37%
address Elsewhere 5 52 76 114 63 48 66 66 64 50 191 795 62% 310 55% 294 63%
TOTAL 11 116 138 172 123 82 101 114 98 75 256 1,286 100% 560 100% 470 100%
Stucture 1.0 (Low) 1 1 0% 1 0% 0 0%
quality 2.0 (Fair) 5 7 1 2 3 1 1 3 23 2% 18 3% 2 0%
3.0 (Average) 6 106 126 152 119 63 58 42 27 12 29 740 58% 509 92% 202 43%
4.0 (Good) 1 4 17 1 19 42 72 69 59 123 407 32% 23 4% 261 56%
5.0 (Very Good) 2 3 90 9% 7% 0 0% 5 1%
6.0 (Excellent) 11 11 1% 0 0% 0 0%
TOTAL 11 115 131 171 123 82 101 114 98 75 256 1,277 100% 551 100% 470 100%

*Single-family homes, condos/townhouses, and manufactured units only

A RRC Source: Yavapai County Assessor & Coconino County Assessor



SEDONA

STRS <$500K BY VALUE & PROPERTY TYPE

In Sedona, STRs valued under $500k are concentrated in West Sedona. The least expensive STRs (under $200k) tend to
be manufactured homes, while those valued over $200k tend to be single family units.

Sedona STRs Under $500k by Home Value
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Sedona STRs Under $500k by Property Type
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STRS <$500K BY VALUE & PROPERTY TYPE
PRESCOTT

Pr e s c 8TRg valsed at $500,000 or less are nearly exclusively single-family homes, which range in value but are
mostly valued between $200,000 and $399,000.

Prescott STRs Under $500k by Home Value
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STRS <$500K BY VALUE & PROPERTY TYPE
COTTONWOOD

Similar to Prescott, Cot t o n wsd Rsd/atued under $500,000 are predominantly single-family residences. They also
tend to be more affordable, with most being valued under $300,000.

Cottonwood STRs Under $500k by Home Value Cottonwood STRs Under $500k by Property Type
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NUMBER OF HOUSING UNITS BY VACANCY
STATUS

Yavapai County Housing Units by Occupancy/Vacancy Status
1990-2023

4

In US Census terminology, v a ¢ dausing units for 140,000
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- SHARE OF HOUSING UNITS BY VACANCY STATUS

Second homes have had different growth patterns by community.

A Sedona exhibited strong growth in second homes as a percent of total units from 2000 to 2020 2 predating and also overlapping the
growth in STRs(since 2017) noted earlier.

A Prescottand Cottonwood have experiencedmore steady shares of second homesover time.

Vacant Units for Seasonal, Recreational or Occasional Use
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HOUSING PROPERTIES BY YEAR BUILT

PER ASSESSOR DATA

Yavapai County and Coconino County Assessor data corroborates Census data (shown previously) regarding growth of the housing stock
2 particularly the strong growth in the 1990s and 2000s, and more moderate growth since the Great Recession/ Housing Bust.

Current Yavapai/Sedona Housing Properties* by Year Built
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HEDONIC REGRESSION MODEL

Previous slides have looked at -correlations between STR
concentrations and housing prices at the zip and city levels of
aggregation.

For additional understanding, it is also helpful to also examine the
factors that determine housing values at the individual unit level. To
investigate these relationships, a hedonic regression model was used
to inform the following questions:

While controlling for unit characteristics and location, what is the
effect of STRstatus on property values?

How do unit characteristics and location influence property
values?

This hedonic model is an application of an Ordinary Least Squares
regression model. Hedonic models have traditionally been used to

assess the valuation of a property as a combination ofthe pr oper t

collection of tangible and non-tangible characteristics.

A RRC Source: Yavapai County Assessor & Coconino County Assessor 85

STATISTICAL ANALYSIS OF HOUSING VALUES

Unit characteristics:

Property type Property
Size of property ———— Value
Assessed quality

Age of property /

Sedona

o T I To

®s
*AXaIysis performed on single-family residences, condominiums, townhomes, and manufactured/mobile
properties in Sedona, Prescott, and Cottonwood only.



HEDONIC REGRESSION MODEL

These tables show descriptive information from the Yavapai and Coconino
County Assessor data files used to conduct the hedonic regression.
Overall, this sample contained 24,957 condos, townhomes, manufactured
homes, and single-family residences in Sedona, Prescott, and
Cottonwood.

The outcome variable, full cash value, was log-transformed to normalize its
distribution to better perform in the regression model.

The key predictor of interest, STR status, is a 0/1 indicator of whether the unit is
identified as an STR,per STRlicense lists.

For the ability to control for home size, with also promoting model fit, and variation
of size within property type, home sqft. was included as a 0/1 indicator of whether
the unit has square footage larger than the mean square footage within the relevant

property type.
To capture a potential curvilinear relationship of age with value (i.e., properties that

are a few decades old might need updating while properties that are several
decades old might be considered  h i s t @squaredtterm of age was included.

Lastly, an indicator of properties that are both STRs and located in Sedona was
included to capture any premium that may exist on this specific intersection of
location and STRstatus.

The table to the right shows average value by STR status within
municipality. Within each municipality, non-STR homes are of higher value
than STR homes, on average. However, the overall STR average value in
the sample is higher than the non-STR value.

Thisis attributed to STRsin Sedona (like non-STRsin Sedona) being of higher value
than both STRsand non-STRsin Prescott and Cottonwood.

Z“RRC

Descriptive Statistics of Sample (N = 24,957)

STATISTICAL ANALYSIS OF HOUSING VALUES

Outcome:
Full Cash Value $495,937.18
Full Cash Value (Logged) $12.88
Key Predictor:
STR Status (1 = STR; 0 = Not STR): 5.0%
Unit Characteristics:
Property Type:
Single-Family Residence 86.2%
Condo/Townhouse 8.8%
Manufactured/Mobile Home 5.0%
Home SQFT > Property Type Mean (1 = Yes; 0 = No) 43.0%
Assessed Quality of Home (1 = Low; 6 = Excellent) 3.44
Age of Property 33.37
Age of Property (Squared) 1,493.94
Location:
Sedona 20.2%
Prescott 67.6%
Cottonwood 12.3%
STR in Sedona(i =Is; 0 = Is not) 4.2%
Average Full Cash Value by Location and STR Status
Cottonwood $213,718 $243,496 $243,117
Prescott $345,106 $447,180 $446,223
Sedona $749,368 $834,533 $816,687
Total (N=24,957) $681,611 $486,139 $495,937

Source: Yavapai County Assessor & Coconino County Assessor

$20,354.00 $8,000,000.00

$9.92 $15.89
0.00 1.00
0.00 1.00
0.00 1.00
0.00 1.00
0.00 1.00
1.00 6.00
0.00 130.00
0.00 16,900.00
0.00 1.00
0.00 1.00
0.00 1.00
0.00 1.00

$379,078.59
$0.69

0.70

19.51
1,772.10
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STATISTICAL ANALYSIS OF HOUSING VALUES

HEDONIC REGRESSION MODEL

Hedonic Regression of Full Cash Value (Logged) on STR Status and Property Characteristics (N = 24,957)

Variable Coef. SE S. Coef. Sig. Coef. SE S. Coef. Sig. Coef. SE S. Coef. Sig.
STR Status (1=STR;0=NotSTR)| 0.355 0.020 0.113 0.000 0.339 0.009 0.107 0.000 -0.028 0.019 -0.009 0.132
Property Type (ref. = Single-Family Residence)
Manufactured/Mobile Unit -1.143 0.010 -0.362 0.000 -1.219 0.008 -0.386 0.000
Condo/Townhouse -0.479 0.007 -0.198 0.000 -0.514 0.006 -0.212 0.000
Home SQFT > Property Type Mean (1 = Yes; 0 = No) 0.345 0.005 0.248 0.000 0.354 0.004 0.254 0.000
Assessed Quality of Home 0.489 0.004 0.496 0.000 0.404 0.003 0.410 0.000
Age of Property -0.004 0.000 -0.127 0.000 -0.010 0.000 -0.278 0.000
Age of Property (squared) 0.000 0.000 -0.015 0.083 0.000 0.000 0.107 0.000
Sedona 0.488 0.005 0.285 0.000
STR in Sedong| 0.066 0.021 0.019 0.001
Constant| 12.866 0.004 0.000 11.294  0.014 0.000 11.613  0.012 0.000
R2 0.013 0.794 0.857

Each model above shows the effect of STR status on logged full-cash value, net of other unit features:

Model 1 shows that the lone effect of STRstatus on value, when not controlling for any other factors, is positive and significant In other words, when a property is an STR,
average property value across the pooled sample of Sedona, Prescott, and Cottonwood properties increases compared to when it is not an STR Despite its statistical
significance, STRstatus alone explainseffectivelynone of the total variationin full cash value.

Model 2 shows the effect of STR status on value, while also controlling for various property characteristics that may also drive value. When controlling for these
characteristics, STR status continues to have a significant, positive effect on value 2 when a property is an STR, value increases, net of other property characteristics.
However, when comparing standardized coefficients, the effect of STRstatus is smallerin magnitude than other qualities such as property type, having a larger-than-average
home, and havinga home of higher assessedquality. Added characteristicsimproved model explanationpower to 79.4%

Model 3 adds the element of location, including an indicator of being in Sedona and an interaction term representing properties that are both STRsand located in Sedona
With the inclusionof these factors, STRstatus alone becomesinsignificant,while both location indicators and all property characteristics are significant Specifically,

A Beinga property in Sedona,comparedto Prescott or Cottonwood, significantlyincreasedvalue and,

A When controlling for the higher value of Sedona properties, the effect of being an STRis absorbed by the positive effect of being a SedonaSTR compared to being a
non-Sedonabased property.

A RRC Source: Yavapai County Assessor & Coconino County Assessor -



Similar conclusions are found when looking within
Sedona cases in isolation.

STR Status alone is insignificant 2 meaning that there is
no statistical difference between average property
values that are STRs versus those that are non-STRs in
Sedona.

Meanwhile, key home characteristics (which all are
significant) explain a collective 82.6% of variation in
value.

Hedonic Regression of Full Cash Value (Logged) on STR Status and Property

Characteristics - Sedona Only (N = 5,030)

STATISTICAL ANALYSIS OF HOUSING VALUES

HEDONIC REGRESSION MODEE SEDONA ONLY

Variable Coef. SE S. Coef. Sig.
STR Status (1=STR;0=NotSTR);| 0.005 0.010 0.003 0.657
Property Type (ref. = Single-Family Residence)
Manufactured/Mobile Unit| -1.375 0.019 -0.472 0.000
Condo/Townhouse| -0.695  0.014  -0.303 0.000
Home SQFT > Property Type Mean (1 =Yes;0=No)| 0.309 0.010 0.221 0.000
Assessed Quality of Home| 0.379 0.007 0.455 0.000
Age of Property| -0.009 0.001 -0.186 0.000
Age of Property (squared) |  0.000 0.000 0.111 0.000
Constant| 12.182 0.034 0.000
R2 0.826

A RRC Source: Yavapai County Assessor & Coconino County Assessor
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STATISTICAL ANALYSIS OF HOUSING VALUES

HEDONIC REGRESSION MODEL

Modeled Impact on Full Cash Value (Exponentiated Coefficients)
All Cases: All Cases: All Cases: Sedona:

Model 1 Model 2 Model 3 Model 4
Variable Coef. Sig. Coef. Sig. Coef. Sig. Coef. Sig.
STR Status (1=STR; 0=NotSTR)| 42.6% 0.000 40.3% 0.000 -2.8% 0.132 0.5% 0.657
Property Type (ref. = Single-Family Residence)
Manufactured/Mobile Unit -68.1% 0.000 -70.4% 0.000 -14.7% 0.000
Condo/Townhouse -38.1% 0.000 -40.2% 0.000 -50.1% 0.000
Home SQFT > Property Type Mean (1 = Yes; 0 = No) 41.2% 0.000 42.4% 0.000 36.3% 0.000
Assessed Quality of Home 63.1% 0.000 49.8% 0.000 46.1% 0.000
Age of Property -0.4% 0.000 -1.0% 0.000 -0.9% 0.000
Age of Property (squared) 0.0% 0.083 0.0% 0.000 0.0% 0.000
Sedona| 63.0% 0.000
STR in Sedona 6.8% 0.001
R2 0.013 0.794 0.857 0.826

To compare magnitudes of effect on full cash value (rather than logged value), we exponentiate the coefficients and subtract 1 to generate the
estimated percent impact of each predictor on the outcome, property value. These estimates are summarized in the table above. Like the raw
coefficients, these percents demonstrate that factors such property type, home size, assessed quality, and location are the most prominent predictors
of values. For example, according to Model 3, across Sedona, Prescott and Cottonwood combined:

Being a condo/townhouseor manufacture/mobileunit compared to a single-familyresidence, decreasesthe value of the home by 40-70% respectively.
Havinga homethat is larger than the property-based meanincreasesthe value of the home by 42%.

Increasingthe assessedstructure quality rating by 1 increasesthe value of the home by 50%.

Beingin Sedona,comparedto Cottonwood or Prescott, increasesthe value of the home by 63%.

Though being an STRin Sedona, compared to a non-STRin Prescott or Cottonwood, increases the value by 7%, this is the smallest calculated change among all tested
characteristics.

PAS RRC Source: Yavapai County Assessor & Coconino County Assessor 89



| HOUSING & ECONOMIC IMPACTS OF

STR REGULATIONS
























































































































































































