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ContinyedRevRAR Growth Projected for 2007 and 2008

Pinnacle Advisory Group is projecting that RevPAR for Boston/Cambridge will grow by 6.6
percent in 2007 and 4.6 percent in 2008. Strong growth in average daily rates is expected
to off-set minor declines in occupancy caused by new supply.

In the suburbs, RevPAR is projected to grow by 6.2 percent in 2007 and 6.7 percent in
2008. Increased demand in all segments combined with limited supply growth are expected
to help operators increase occupancy levels and average rates.

The following tables summarize Pinnacle’s Projections for Boston/Cambridge and the
Suburbs.

Boston/Cambridge Projected Market Performance 2006-2008

Year Occupancy Change Average Rate Change RevPAR Change
2006 76% - $194.56 - $147.87 -
2007 75% -1.3% $210.12 8.0% $157.59 6.6%
2008 74% -1.3% $222.82 6.0% $164.88 4.6%

Source: Pinnacle Advisory Group

Suburban Boston Projected Market Performance 2006-2008

Year Occupancy Change Average Rate Change RevPAR Change
2006 61% - $101.85 - $62.43 -
2007 62% 1.1% $106.94 5.0% $66.30 6.2%
2008 63% 1.6% $112.29 5.0% $70.74 6.7%

Source: Pinnacle Advisory Group

Boston/Cambridge Historic and Projected Market

The Boston/Cambridge market is in the midst of a significant expansion, both in terms of
supply and demand. In 2007 supply is expected to grow significantly and outpace demand.
Even with less supply coming on-line in 2008, it is expected to slightly outpace demand,
resulting in a slight drop in occupancy. The following table presents the market's historic
and projected supply, demand, occupancy and average rate.

Boston/Cambridge
Supply, Demand, Occupancy, and Average Rate 2003 - 2008(P) !

Year’ Supply® Change Demand?® Change Occupancy’ Average Rate Change %
2003 6,775,000 - 4,688,000 - 69% $154.01 -
2004 6,982,000 2% 5,160,000 10% 74% $165.98 7.8%
2005 7,143,000 2% 5,350,000 4% 75% $175.20 5.6%
2006 7,314,000 2% 5,559,000 4% 76% $194.56 11.1%
2007(P) 7,636,000 4% 5,689,000 2% 75% $210.12 8.0%
2008(P) 7,678,000 1% 5,712,000 1% 74% $222.82 6.0%
CAGR 2003-2007P° 2.5% 4.0% 7.7%
Notes:

1. Supply and Demand are presented in total annual room nights.
2. Calendar Years

3. Rounded to the nearest thousand

4. Rounded to the nearest percentage point

5. Compound Annual Growth Rate

Source: Pinnacle Advisory Group
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In 2000 there were approximately 17,000 available hotel rooms in the Boston Cambridge market. By 2008
there are projected to be approximately 21,000, representing a compound annual growth rate of 2.7 percent.
That compares to a compound annual growth rate of only 1.8 percent between 1990 and 2000.

It is worth noting, however that the current expansion pales in comparison to the 1980’'s when supply grew at a
compound annual rate of 6.5 percent.

Total hotel room revenues reached nearly $1.1 Billion in 2006. That represents an increase of 14 percent over
2000 levels (a compound annual growth rate of 2.3 percent). This growth is particularly impressive given that
average room rates were still below 2000 levels in 2006 ($194.56 vs. $197.81).

New Supply

In _Boston there are two hotels expected to open in 2007 and two more in 2008 as outlined in the following bullet
pOIn.’ES: Liberty Hotel 301-rooms, Beacon Hill/MGH, August 2007
e Renaissance Hotel 471-rooms, Seaport, December 2007
e Regent Hotel 150-rooms, North End, March 2008
e Mandarin Oriental 150-rooms, Back Bay June 2008
In the suburbs, Pinnacle has identified only three additions to supply as outlined in the following bullet points:
e Hampton Inn and Suites 110-rooms, Westford, August 2007
o Aloft Hotel 136-rooms, Lexington, June 2008

e Element Hotel 123-rooms, June 2008

Citywide Conventions

Following a record convention year in 2006 the number of citywide conventions declined from 29 to 28 in 2007.
There are currently 26 citywide conventions on the books for 2008, however, based on historical trends, two
more conventions are expected to be added, bringing the total to 28 for the year. The following table presents the
citywide conventions currently on the books for 2008.
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Citywide Conventions
Peak
Dates Name of Group Night
January 24-February 5 Yankee Dental Congress 33 4,500
January 31-February 9 Retroviruses and Opportunistic Infections 3,200
February 28-March 8 AlIM - On Demand 3,900
February 19-28 International Boston Seafood Show 6,550
March 6-12 National Assoc. of Student Personnel Administrators 2,300
March 21-31 National Science Teachers Association 7,000
April 2-5 Council for Exceptional Children 2,700
April 21-22 Boston Marathon 4,500
May 11-19 The American Institute of Architects 3,500
May 30-June 6 American Society of Microbiology General Meeting 5,500
July 20-26 National Association of Letter Carriers 4,500
July 29-August 6 American Sociological Association 2,100
August 12-18 American Psychological Association 5,300
August 24-September 2 American Political Science Association 3,100
September 5-14 Intl. Association for the Protection of Industrial Property 3,000
September 16-26 Am. Society for Therapeutic Radiology and Oncology 5,000
September 9-October 6 American Society for Healthcare Risk Management 2,200
September 30-October 9 The Financial Planning Association 2,000
October 11-15 American Academy of Pediatrics 3,500
October 12-20 Natural Products Expo East 2008 3,500
October 18-19 Head of the Charles NFRB
October 19-24 American Vacuum Society 2,000
November 6-13 CTAM Summit 2,100
November 15-22 US Green Building Council 2,800
November 20-25 Society of Biblical Literature 2,000
November 28-December 7 Materials Research Society 2,550

Total

26

Group Booking Pace

The definite group room nights on the books at the Back Bay Six hotels (Sheraton, Marriott Copley, Westin
Copley, Back Bay Hilton, Fairmont, and Park Plaza) for 2008 are up 1.0 percent compared to 2007 as

illustrated in the following graph.
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Definite Group Roomnights: Back Bay Set

Sheraton Boston, Westin, Back Bay Hilton, Park Plaza, Marriott Copley Place, Copley Plaza Hotels
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2006 Market Mix Survey

According to a market mix survey conducted by Pinnacle Advisory Group, the Group demand increased
from 32 percent to 34 percent of total demand in 2006. This increase reflects the strong growth in
convention related demand over the prior year. The following table presents the historic market demand
segmentation and average length of stay.

BOSTON/CAMBRIDGE HOTELS MARKET MIX AVERAGE LENGTH OF STAY
Market Segment 2006 2005 2006 2005
Corporate 33% 34% 2.1 2.1
Group 34% 32% 24 2.5
Leisure 28% 29% 2.3 2.2
Airline 5% 5% 1.0 1.0
Total 100% 100% 2.2 2.2

Source: Participating Hotels and Pinnacle Advisory Group

A Note to the Reader:

This quarterly report is published by the Greater Boston Convention and Visitors Bureau and Pinnacle Advisory Group. We
value your feedback and welcome your comments and questions. Please direct them to Beth Stehley at
bstehley@bostonusa.com or Matt Arrants at marrants@pinnacle-advisory.com
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