TRENDS

INTHE HOTEL INDUSTRY USA EDITION — 2010

Opportunity as the Storm Subsides

PKF PKF

HOSPITALITY CONSULTING
RESEARCH $350



TABLE OF CONTENTS

Credits. ... Inside front cover
Publisher’s MeSSAZE ..........uvvuvmrvvvirriiiriiiisssississississssssssssssanns 4
75 Years of U.S. Hotel Revenues, Expenses, and Profits..............ccccoueevvuuneee. 7
An Analysis of Future Deliquency for Hotel CMBS Loans.........cccooecovvuveee. 12
GloSSArY Of TEIMS....oocvnvvvierirsviiiisssiissssssssssssssssssssssssssssssens 20
ANote t0 ReAdErS .......cvvviiiriici s 22

Trends in the Hotel Industry — United States Metro Areas —

Year-End Results for 2009 ...........ccooumrvvviiimnnerrsviinnnnecssssisnseessiisssnssssssiseens 24
Lingering Supply Growth Impacts Major Markets .........ccccc.ccoccvumnnrrriinnnns 26
Geographic Regions Map..............cccrvvviimnnerssvinnnnersssissnsesssississsessssssens 30
ALL HOTELS

Consumer Price Index vs. Average Daily Room Rate.......cccc.ccooccvemunrrviinnnns 31
Figure No. 1

How Hotels Performed — 2009 v5. 2008 ........ccccooommmmmmmrrrrrvvvvvvvrenrrrrns 32
Figure No. 2

Statistical Highlights — 2009 ..........cccocoerriviiiiinnrriviiiinsnnssisissscssiiinnnns 33
Figure No. 3

Source and Disposition of the Industry Dollar — 2009..............ccccuuurrvveneen. 34
Figure No. 4

Summary Operating Statement —

Dollars Per Available and Occupied ROOM .......ccounrrrvvveciinnrerviiiiinnnerriinenns 35
Figure No. 5

Summary Operating Statement — Percent of Revenue ..............cccouuuvvvveveen. 36
Figure No. 6

Departmental EXPENSES .........ccouummrrrrerrevvvvvvinmsiisssssseseeecessssssssisssssnnns 37
Figure No. 7

PaYIOIl COSES oo 38
Figure No. 8

Management Fees — Franchise Fees - 2009 .........ccoovvvvvvciiinnrcrriiinnnn. 39
Figure No. 9

Selected Revenue and Expense Items — 20-Year Trend ............ccccouuvevvvunnens 40

FULL-SERVICE HOTELS

Performance in 2000...........ccoourrvvvmnnersvvisineessississsssssssssssessssssissssssssees 41
Figure No. 10

Summary Operating Statement —

Dollars Per Available and Occupied ROOM .......cccoouevvvvvveiiencrvviinnnns 42
Figure No. 10A

Summary Operating Statement — By Rate Groups .............cccoecvvvennrvinnane. 42A
Figure No. 10B

Summary Operating Statement — By Geographic Divisions.................... 42B

Figure No. 10C
Summary Operating Statement — By Property Size Classifications ....... 42D

Figure No. 11
Departmental EXPENSes ..........ccoccvvvrrviinncviinnsiiinsrissssisssssisnnnns 43
Figure No. 12
Payroll COSES ..ovvouuvvvririiiiriiisisisss s 44

LIMITED-SERVICE HOTELS

Performance in 2009............cccouurrvvvvvernnersvissiinnnesssssssnesssssssissesssssssens 45
Figure No. 13

Summary Operating Statement —

Dollars Per Available and Occupied ROOM .......cccooccrrvvvviriienirvviinnens 46
Figure No. 13A

Summary Operating Statement — By Rate Groups .............cccoecvvvvnnrvinnane. 46A
Figure No. 13B

Summary Operating Statement — By Geographic Divisions ................... 46B

Figure No. 13C
Summary Operating Statement — By Property Size Classifications ....... 46D

Figure No. 14

Departmental EXPENSES..............ccrivvviinnnnneiiminsenssssiesnssssssssasnns 47

Figure No. 15
PaYTOLL COSES ..o 48




SUITE HOTELS WITH FOOD AND BEVERAGE
Performance in 2009 .........coooveevevvererereeeesiresiessessssss s ssesseenes 49

Figure No. 16
Summary Operating Statement —
Dollars Per Available and Occupied ROOM .......ccooevvrvvvvveiinnrerviiinnnns 50

Figure No. 16A
Summary Operating Statement — By Rate Groups ............cccoevvvveenrrvenane. 50A

Figure No. 16B
Summary Operating Statement — By Geographic Divisions ........cc......... 50B

Figure No. 16C
Summary Operating Statement — By Property Size Classifications ....... 50D

Figure No. 17
Departmental EXPENSes........cc..ccuvvervviiinnessisisisssssssssnsesssiessons 51
Figure No. 18
PayIOll COSES w....vvvvveviincrviinrissssiii s ssssssssssssssens 52

SUITE HOTELS WITHOUT FOOD AND BEVERAGE
Performance in 2009 .........ooveeveeveerereeesieciessessssses s ssesseenes 53

Figure No. 19
Summary Operating Statement —
Dollars Per Available and Occupied ROOM ........cccoouervvvvveiicnrerviiinnens 54

Figure No. 19A
Summary Operating Statement — By Rate Groups ............cccoecvvvenrrvivnnne. 54A

Figure No. 19B
Summary Operating Statement — By Geographic Divisions .........c......... 54B

Figure No. 19C
Summary Operating Statement — By Property Size Classifications ....... 54D

Figure No. 20
Departmental EXPENSeS............ccrrvviiinnnssvsisiissssssiisisssssssssssens 55

Figure No. 21
PaYIOIL COSES ... 56

CONVENTION HOTELS

Performance in 2009 ...............

Figure No. 22
Summary Operating Statement —
Dollars Per Available and Occupied ROOM .......ccoouerrvvvviiieniriviennnns 58

Figure No. 22A
Summary Operating Statement — By Rate Groups ...........ccccoecvuvennrvinnnne. 58A

Figure No. 22B
Summary Operating Statement — By Geographic Divisions ................... 58B

Figure No. 22C
Summary Operating Statement - By Property Size Classifications ....... 58D

Figure No. 23

Departmental EXPENSES...............crivvmiinsnsecviminsenssssiisssnssssisannns 59

Figure No. 24
PayTOll COSES ...ovvvvevvvvrieiiiisiiiiisssss s 60

RESORT HOTELS

Performance in 2009 ..............

Figure No. 25
Summary Operating Statement —
Dollars Per Available and Occupied ROOM .......coouvvvvvvrrviicnniiinnnne. 62

Figure No. 25A
Summary Operating Statement — By Rate Groups .........ccccooecvvveiiinnnrnnnns 62A

Figure No. 25B
Summary Operating Statement — By Geographic Divisions .................. 62B

Figure No. 25C
Summary Operating Statement — By Property Size Classifications ....... 62D

Figure No. 26
Summary Operating Statement — Dollars Per Guest Day .........cccooocvvvvuuee. 63
Figure No. 27
Departmental EXPENnSses..........ccouvvvrviinniiiinnssiinssiisnsiesssisennns 04
Figure No. 28
PaYIOIl COSES wovvvrrrervvvsvviisisisssssssisiss s 65
PKEF Office LiStNGS .......ovvvvvirrrviviiiencvisiiissssssisssisessssssissssssssisssons 66




FULL-SERVICE HOTELS
Summary Operating Statement

Dollars Per Available and Occupied Room
Figure Number 10

2009 Dollars Per Change From 2009 Percent 2009 Dollars Per
Available Room Prior Year of Revenue Occupied Room
Revenue
Rooms $ 32,009 (18.7)% 67.1% $ 13580
Food and Beverage 13,034 (18.5) 27.3 55.30
Other Operated Departments 1,684 (13.8) 815 7.14
Rentals and Other Income 974 (18.2) 2.0 413
Total Revenue $ 47,701 (18.5)% 100.0 % $ 20237
Departmental Expenses*
Rooms $ 9,142 (9.8)% 28.6 % $ 38.78
Food and Beverage 10,075 (15.6) 77.3 42.74
Other Operated Departments 1,221 9.1) 72.5 518
Total Departmental Expenses $ 20437 (12.7)% 42.8 % $ 86.70
Total Departmental Income $ 27,264 (22.3)% 57.2 % $ 115.67
Undistributed Operating Expenses
Administrative and General $ 4590 (13.2)% 9.6 % $ 19.47
Sales and Marketing 4,087 (11.9) 8.6 17.34
Property Operations and Maintenance 2,543 (7.5) 5.3 10.79
Utilities 2,176 (9.6) 4.6 9.23
Total Undistributed Expenses $ 13,39 (11.2)% 28.1% $ 56.83
Gross Operating Profit $ 13869 (30.7)% 29.1% $ 58.84
Management Fees $ 1,387 (25.4)% 2.9 % $ 5.89
Income Before Fixed Charges $ 12481 (31.3)% 262 % $ 52.95
Fixed Charges
Property and Other Taxes $ 2,237 3.6% 4.7 % $ 9.49
Insurance 665 (44) 14 2.82
Total Fixed Charges $ 2,901 1.7 % 6.1 % $ 12.31
Net Operating Income™** $ 9,580 (37.4)% 20.1 % $ 40.64
Percentage of Occupancy 64.6 % (6.5)%
Average Daily Rate $ 13580 (13.1)%
RevPAR $ 8770 (18.7)%
Average Size (Rooms) 259 (0:2)%

* Expressed as a percent of departmental revenue.
** Before deduction for rent.
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SUITE HOTELS WITH FOOD AND BEVERAGE

Payroll Costs
Figure Number 18

2009 Dollars Per Change From 2009 Dollars Per 2009 Percent
Available Room Prior Year Occupied Room of Revenue
Rooms Department*
Salaries, Wages and Bonuses $ 3,904 (14.2)% $ 15.76 12.0 %
Payroll-Related Expenses 1,140 (6.3) 4,60 35
Total Labor Costs $ 5,045 (12.5)% $ 20.36 15.5%
Food and Beverage Department*
Salaries, Wages and Bonuses $ 2,234 (17.1)% $ 9.02 37.9 %
Payroll-Related Expenses 787 (12.4) 3.18 134
Total Labor Costs $ 3,022 (15.9)% $ 12.20 51.3 %
Other Operated Departments*
Salaries, Wages and Bonuses $ 214 (15.7)% $ 0.86 13.1%
Payroll-Related Expenses 71 (4.9) 0.28 43
Total Labor Costs $ 284 (13.3)% $ 1.15 17.5 %
Administrative and General Department**
Salaries, Wages and Bonuses $ 1,306 (12.0% $ 527 32 %
Payroll-Related Expenses 407 (17.4) 1.64 1.0
Total Labor Costs $ 1,713 (13.4)% $ 6.92 4.2 %
Marketing Department**
Salaries, Wages and Bonuses $ 890 (10.9)% $ 3.59 22%
Payroll-Related Expenses 264 (3.4) 1.07 0.7
Total Labor Costs $ 1,154 (9.3)% $ 4.66 2.8%
Maintenance Department**
Salaries, Wages and Bonuses $ 706 (12.7)% $ 2.85 1.7 %
Payroll-Related Expenses 230 (4.2) 0.93 0.6
Total Labor Costs $ 936 (10.8)% $ 3.78 2.3 %
All Departments**
Salaries, Wages and Bonuses $ 9,254 (14.2)% $ 37.36 22.8 %
Payroll-Related Expenses 2,899 (9.3) 11.70 7.1
Total Labor Costs $ 12154 (13.1)% $ 49.06 29.9 %

* Expressed as a percent of department revenue.
52 ** Expressed as a percent of total revenue.



CONVENTION HOTELS
Performance in 2009

CONVENTION HOTELS

Market Mix

Other 0.8%

Contract 6.0%

Transient 39.9%

Group 53.3%

RANKING

Rank Among Six Property Type Categories
Change From 2008 to 2009

Change in Occupancy

|

Change in ADR*

i

Change in Total Revenue*

i

Change in Expenses**

I

Change in NOI*

i

\ 1 \ \
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o

NOTE: * 1 = least decline, 6 = greatest decline
** 1 = greatest decline, 6 = least decline

[,

6

Total convention hotel revenues decreased
19.3 percent in 2009. All sources of revenue
declined during the year.

Despite a 12.0 percent cut in expenses, con-
vention hotel NOI decreased 37.5 percent.

Property taxes were the only expenses to
increase from 2008 to 2009.

Labor costs at convention hotels decreased
10.3 percent in 2009. The combined costs of
salaries, wages, bonuses, and benefits repre-
sented 49.5 percent of total operating expenses
for the year.

Convention properties with an ADR between
$125 and $200 suffered the least decline in
NOI in 2009.

Convention hotels offering between 500 and
1,000 rooms experienced the lowest decline
in NOI during 2009.
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CONVENTION HOTELS

Departmental Expenses
Figure Number 23

2009 Dollars Per Change From 2009 Dollars Per 2009 Percent
Available Room Prior Year Occupied Room of Revenue
Rooms Department*
Total Labor Costs 7277 (9.5)% $ 30.79 18.9 %
Other Expenses 4,139 (14.7) 17.51 10.7
Total Department Expenses 11,416 (11.5)% $ 48.30 29.6 %
Food and Beverage Department*
Total Labor Costs 10,285 (12.3)% $ 43.51 49.4 %
Other Expenses*** 4,672 (21.2) 19.77 224
Total Department Expenses 14,957 (15.3)% $ 63.28 71.8 %
Other Operated Departments*
Total Labor Costs 801 (3.8)% $ 3.39 372 %
Other Expenses** 693 (10.9) 293 321
Total Department Expenses 1,494 (7.2)% $ 6.32 69.3 %
Administrative and General Department**
Total Labor Costs 2,782 (8.7)% $ 11.77 44%
Other Expenses 2,661 (17.9) 11.26 42
Total Department Expenses 5,444 (13.5)% $ 23.03 8.5 %
Marketing Department**
Total Labor Costs 1,641 (11.4)% $ 6.94 2.6 %
Other Expenses 2,670 87) 11.30 42
Total Department Expenses 4311 (9.8)% $ 18.24 6.8 %
Maintenance Department**
Total Labor Costs 1,811 (5.9)% $ 7.66 2.8%
Other Expenses 1,560 (7.7) 6.60 24
Total Department Expenses 3,370 (6.7)% $ 14.26 53%
Utilities Department**
Other Expenses 2,720 (8.8)% $ 11.51 43 %
Total Operating Expenses**
Total Labor Costs 24,598 (10.3)% $ 104.06 38.5 %
Other Expenses** 19,116 (14.7) 80.87 30.0
Total Operating Expenses™** 43,714 (12.3)% $ 18493 68.5 %
* Expressed as a percent of department revenue.
** Expressed as a percent of total revenue.
*** Includes cost of sales. 59

****Before management fees, property taxes, insurance, and rent.



RESORT HOTELS

Summary Operating Statement — Dollars Per Guest Day
Figure Number 26

Revenue
Rooms
Food and Beverage
Other Operated Departments
Rentals and Other Income
Total Revenue
Departmental Expenses
Rooms
Food and Beverage
Other Operated Departments
Total Departmental Expenses
Total Departmental Income
Undistributed Operating Expenses
Administrative and General
Sales and Marketing
Property Operations and Maintenance
Utilities
Total Undistributed Expenses
Gross Operating Profit
Management Fees
Income Before Fixed Charges
Fixed Charges
Property and Other Taxes
Insurance
Total Fixed Charges
Net Operating Income*
Percentage of Occupancy
Average Daily Rate
RevPAR

Average Size (Rooms)

2009 Dollars Per 2008 Dollars Per Change From
Guest Day Guest Day Prior Year

$  107.63 $ 12315 (12.6)%

66.00 76.97 (14.3)

24.60 25.30 (238

9.51 9.57 (0.6)
$  207.74 $ 23500 (11.6)%
$ 31.58 $ 32.11 (L.7)%

49.37 54.25 (9.0)

17.65 17.73 (0.4)
$ 98.60 $  104.09 (5.3)%
$  109.14 $ 13091 (16.6)%
$ 17.07 $ 18.28 (6.6)%

14.39 1517 (5.2)

[i[855 11.45 0.9

9.04 9.20 (16)
$ 52.06 $ 54.10 (3.8)%
$ 57.08 $ 76.81 (25.7)%
$ 5.20 $ 6.32 (17.8)%
$ 51.89 $ 70.48 (26.4)%
$ 6.73 $ 5.95 132 %

3.18 3.06 39

$ 991 $ 9.01 10.0 %
$ 41.98 $ 61.48 (31.7)%
61.9 % 68.0 % (8.9)%
$ 19795 $ 22633 (12.5)%
$ 12256 $ 15383 (20.3)%
464 465 0.1)%

* Before deduction for rent.
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