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Hotel Report Demonstrates the Impact of Renovations on Property Value

As is true of all commercial real estate, the value of a hotel begins to depreciate as soon as the property is open. But a n
hotel report from Cornell University’s Center for Hospitality Research finds that the depreciation in a hotel’s value usually
hits an ’inflection point,” when the property value begins to appreciate. The hotel analysis, "New Beats Old Nearly Every
Day: The Countervailing Effects of Renovations and Obsolescence on Hotel Price," is available at no charge at
www.hotelschool.cornell.edu/research/chr/pubs/reports/2008.html.

Hotel value declines at a relatively brisk rate for the first ten years of operation, until renovations slow that depreciation. I
then hotels typically reach a point in their economic lives when that depreciation reverses. Based on his study of 3,810
chain-affiliated hotels, John B. (Jack) Corgel - the Robert C. Baker Professor of Real Estate at the Cornell School of Hot:
Administration - determined that the average age for this turning point is 28 years (holding constant factors unrelated to

property age).
Hotel Analysis Showsthat Renovations Pay Off Over Time

'My analysis suggests that renovation money is well-spent on middle-aged properties that are positioned in strong marke
with good locations,’” said Corgel. *Although outside events do remove some hotels, many properties survive to increase
value during their middle years. Thus, | urge owners to analyze today’s renovation expenses against this future value.’

The newly released hotel report indicates that the best-positioned hotels that are still operating at the inflection point may
well be on their way to become classic properties. Those that are not so well positioned may be candidates for rebrandin
different level of chain scale and average daily rate. The decision for the owner is whether to 'swim upstream’ by making
investments that counter the effects of obsolescence, or whether it's time to find a buyer.

Thanks to the support of the Center for Hospitality Research partners listed below, all Cornell Hospitality Reports and To
are made available free of charge from the center's website,chr.cornell.edu.

About The Center for Hospitality Research

A unit of the Cornell School of Hotel Administration, The Center for Hospitality Research (CHR) sponsors research desig
to improve practices in the hospitality industry. Under the lead of the center’'s 73 corporate affiliates, experienced scholar
work closely with business executives to discover new insights into strategic, managerial and operating practices. The ce
also publishes the award-winning hospitality journal, the Cornell Hospitality Quarterly (formerly the Cornell Hotel and
Restaurant Administration Quarterly). To learn more about center and its projectsywisihr.cornell.edu.

Center partners and sponsors: AlG Global Real Estate Investment, American Airlines Admirals Club, Davis & Gilbert LLF
Deloitte & Touche USA LLP, Denihan Hospitality Group, Expedia, Inc., Four Seasons Hotels and Resorts, Fox Rothschil
LLP, FX Real Estate and Entertainment, Inc., General Growth Properties, Inc., HVS, InterContinental Hotels Group,
job.travel, JohnsonDiversey, Inc., Jumeirah Group, LRP Publications, Marriott International, Inc., Marsh’s Hospitality
Practice, Mobil Travel Guide, Inc., Nestlé, PricewaterhouseCoopers, Proskauer Rose LLP, Smith Travel Research, Sout
Wine and Spirits of America, Inc., SynXis (a Sabre Holdings Corporation), Taj Hotels Resorts and Palaces, Thayer Lodg
Group, TIG Global, Travelport, WATG, and WhiteSand Consulting.

Center friends: 4Hoteliers.com American Tescor, LLC Argyle Executive Forum Caribbean Hotel and Restaurant Buyers
Guide Cody Kramer Imports Cruise Industry News DK Shifflet & Associates ehotelier.com EyeforTravel Fireman’s Fund
Insurance Company Gerencia de Hoteles & Restaurantes Global Hospitality Resources Hospitality Financial and Technc
Professionals (HFTP) hospitalitylnside.com hospitalitynet.org Hospitality Technology Magazine Hotel Asia Pacific Hotel
China HotelExecutive.com Hotel Interactive Hotel Resource International CHRIE International Hotel and Restaurant
Assaociation International Hotel Conference International Society of Hospitality Consultants (ISHC) iPerceptions Lodging
Hospitality Lodging Magazine Milestone Internet Marketing MindFolio Parasol PKF Hospitality Research The Resort Tra
RealShare Hotel Investment & Finance Summit Resort+Recreation Magazine RestaurantEdge.com Shibata Publishing (
Synovate The Lodging Conference TravelCLICK UniFocus WageWatch, Inc. WIWIH.COM
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