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What Is 1t?

» Designed like traditional hotel except
that units are sometimes larger.

« Units may be designed with multiple
bedroom and “lockout” configurations.

* Design elements such as galley
kitchens, small closets and a lack of
washers and dryers discourage longer
term residential occupancy.
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Stakeholders

Developer

« motivated by condominium sales
proceeds
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Stakeholders (cont.)

Hotel Operator:
» Motivated by enhanced brand
distribution and fee income
» Risks:
— product control
— hotel room inventory
— Claims and litigation
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Stakeholders (cont.)

Hotel Operator (cont.)
* Product Control:
— Real estate structure can control most issues.

* Rooms Inventory:

— Minimum base management fees provide some
protection to operator.

— Can there be enough inventory stability for a
group oriented hotel?

— Owner occupancy reservation policies.
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Stakeholders (cont.)

Condominium unit purchaser:
* Right to owner usage at reduced expense.

« Ability to invest in appreciating asset in
strong markets.

» Ego Play. Desire to “own” a part of a hotel.
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Stakeholders (cont.)

Condominium Unit Purchaser (cont.)

» Imperfect information by virtue of securities
laws (primarily impacts income side).

+ What is the investment per key? Effect of a
real estate bubble. Relationship between
price of real estate and ADR.

« Expense Side. Responsibility for shared
facilities expenses.
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The Issues

Securities

Economic Structure and Pitfalls
Real Estate Structure

Other Operator Concerns

Contractual/Legal Issues
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