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A lodging market is only as strong as its cornerstones of demand, and in this respect, Ohio's state capital of
Columbus has the fundamental elements to create success for local hotels. State government operations, the
headquarters of six Fortune 500 and nine Fortune 1000 companies, a convention center that hosts millions of
visitors annually, and The Ohio State University—with one of the largest undergraduate enrollments in the
country—all leverage a significant economic impact. The following highlights new developments in and around

the Columbus CBD and the effects that these and other demand generators are having on local hotels.

Economy Update

Columbus, nearly equidistant from Cleveland and Cincinnati, is the largest metro area in Ohio. Far more than just
a "college town,” Columbus is a major center for financial and healthcare services for the entire Central Ohio
region. Local, state, and federal government entities also help stabilize the capital city's economy during

prosperous and poorer economic times.

The following table illustrates historical and projected employment, population, and income data for the overall

Columbus market.

HISTORICAL & PROJECTED EMPLOYMENT, HOUSEHOLDS, POPULATION,
AND HOUSEHOLD INCOME STATISTICS

Total Office Incustrial Household
Year  Employment %Chg Empl nt %Chg Employment %Chg Houscholds %Chg Population %Chg Avg.Income % Chg
000 92930 - 196698  — 150960 — 644570 — 1632340 — sa0i7e -

001 914570 (08)% 298967 08 % 142880 (53)% 653010 13 % 1653600 13 % B30 20 %
002 910570 (04) 299979 03 138612 (30) 661370 13 1674110 12 83797 14
2003 910400 (00) 299874 (00) 133203 (39) 669720 13 1695780 13 86056 27
004 921800 13 305302 18 130764 (18] 677450 11 1715780 12 83658 3.0
005 926970 06 308341 10 129366 (L1 686130 13 1739550 14 90,650 2.2
006 935100 09 313799 18 128142 (D) 695940 14 1764550 14 94054 38
007 944670 10 317567 12 127184 (D7) 705620 14 1788380 14 95514 16
008 932300 (13) 315488 (07) 124508 (1) 714840 13 1811510 13 96,317 08
009 896970 (38) 306454 (29) 112500 (95 723130 12 1831750 11 94085 (23)
010 908700 13 311,93 18 112938 04 730580 10 1849200 10 97,143 33
011 919630 12 312517 02 115771 25 736910 09 1864780 08 101314 43
012 942400 25 318613 20 116550 07 743130 08 1878500 07 104549 32

Forecasts

2013 952420 11 % 322676 13 % 116963 04 % 751310 11 % 1893520 08 % S106759 21 %
014 973850 23 329870 22 118486 13 780530 12 1907620 07 111904 48
015 999820 27 33|20 25 120670 18 70420 13 1921690 07 117083 46
2016 1019730 20 344423 18 122292 13 780480 13 1937470 08 121430 37
2017 1028700 09 35751 07 122584 02 789300 12 1952730 08 124781 28

Average Annual Compound Change

2000- 2012 02 % 06 % 21 % 12 % 12 % 21 %
2000- 2007 03 10 [24) 13 13 25
2007 - 2010 (13) (0.6) [39) 12 11 06
2010- 2012 18 11 16 08 08 37
Forecost 2012 - 2017 18 % 17 % 10 % 12 % 08 % 36 %

Source: REIS Report, 4th Quarter, 2012

For the Columbus market, of the roughly 940,000 persons employed, 34% work in offices and are categorized as
office employees, while 12% are categorized as industrial employees. Total employment decreased by an average

annual compound rate of -1.3% during the recession of 2007 to 2010, followed by an improvement of 1.8%
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in 2012, and average rates
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from 2010 to 2012. Total employment is expected to expand by 1.1% and office employment by 1.3% in 2013.
Total employment is anticipated to improve at an average annual compound rate of 1.8% from 2012 to 2017,
and office employment is forecast to improve by 1.7% on average annually during the same timeframe.
Columbus's population is expected to expand at an average annual compounded rate of 0.8% from 2012 to

2017. Household average income is forecast to grow by 3.6% on average annually over the same period.

After peaking in 2002, unemployment rates in the area bracketed 5.0% until rates started to rise in 2008. The
Columbus area has lost manufacturing jobs over the past ten years but has added positions in the services
sector. Local employment has been strong at entities such as Nationwide and The Ohio State University. Data for
2011 and the most recent comparative period illustrate an improvement, similar to state and national trends.
Total employment for 2013 is expected to exceed the previous peak from 2007. As growth resumes, economic

development and city officials are confident in the Columbus market's long-term potential.

The following table illustrates unemployment statistics for Franklin County, the Columbus MSA, the state of
Ohio, and the U.S. from 2002 to 2011.

UNEMPLOYMENT STATISTICS
Year County MSA State U.5.
2002 50 % 50 % 57 % 58 %
2003 5.3 5.3 6.2 5.0
2004 5.4 5.4 6.1 5.5
2005 52 52 59 51
2006 46 47 54 46
2007 47 47 56 46
2008 55 55 6.5 5.8
2009 8.3 84 101 9.3
2010 86 87 100 96
2011 76 7.5 36 9.0
Recent Month - lanuary
2012 71 % 73 % 85 % 83 %
2013 68 6.9 84 79

Source: U.S. Bureau of Labor Statistics

While growth in the Columbus area slowed considerably during the recession of 2008/09, in line with national
trends, Columbus remains the top-performing city in the state of Ohio. Traditional economic mainstays such as
government entities, The Ohio State University (OSU), corporate headquarters, and large financial institutions
continue to lend stability to the local economy. Several civic-funded projects have recently been completed in
Columbus, including the new municipal courthouse and the new convention hotel in the Arena District. Casino
gambling also entered the Columbus area in October of 2012 with the opening of the $400-million Hollywood
Casino on the city's west side. In the University District, two major healthcare projects are underway, with
expansions at Riverside Methodist Hospital and OSU's Wexner Medical Center, as well as the construction of the
new Covelli Arena on OSU's main campus. Multi-family housing development has also emerged as one of
Columbus'’s major growth sectors, with more than ten apartment and condominium developments under

construction in and around the downtown area.
Office Space Market Update

The following table details Columbus’s office space statistics, which are important indicators of the market's

propensity to attract commercial

OFFICE SPACE STATISTICS - MARKET OVERVIEW

Inventory Occupied Office  Vacancy Average
Submarket Buildings Sguare Feet Space Rate Asking Lease
1 Upper Downtown 59 5,596,000 4,650,300 169 %  518.40
2 Lower Downtown 40 4,279,000 3,829,700 105 2091
3 Bexley/Whitehall 49 1,438,000 1,117,300 223 1470
4 North Central 40 2,165,000 1,838,100 151 17.80
5 Westerville a5 2,307,000 1,631,000 29.3 17.57
& Worthington 86 5,494,000 4,499,600 181 16.83
7 Upper Arlington/Grandview Heights 80 1,875,000 1,408,100 249 15.62
& Dublin/Hilliard 89 5,680,000 5,551,100 169 18.92

9 Southwest 18 664,000 547,800 175 15.85



10 Southeast 30 260 16.45

1,226,000
31,724,000

Source: REIS Report, 4th Quarter, 2012

907,200

Totals and Averages 537 25,980,200 18.1 % $18.01

The combined Upper and Lower Downtown submarkets make up the largest concentration of office space in the
city of Columbus and register the lowest vacancy rate. The Worthington/Westerville area and the Dublin/Hilliard
area, which also contain large portions of Columbus'’s nearly 32 million square feet of office space, make up two

of the city’s largest suburban lodging markets as well. Worthington, Dublin/Hilliard, and the Downtown

submarkets enjoy relatively low vacancy rates. The Downtown submarkets command a $2 to $4 premium over

lease rates in the city’s suburban markets.

The following table illustrates a trend of office space statistics for the overall Columbus market.

HISTORICAL AND PROJECTED OFFICE SPACE STATISTICS - GREATER MARKET

Columbus Market

Available Occupied Vacancy Asking
Year Office Space % Chg  Office Space % Chg Rate Lease Rate % Chg
2000 28016000 — 35,402,000 — 93 % $18.05 =
2001 29,429,000 50 % 24261000 (45)% 176 17.33 (4.0) %
2002 30,355,000 3.1 23,757,000 (2.1) 217 17.22 (0.6)
2003 30,345,000 (0.0) 23,802,000 0.2 216 16.98 (1.4)
2004 30,611,000 09 24525000 3.0 19.9 16.83 (0.9)
2005 30,781,000 06 24,855,000 13 193 16497 08
2006 31,225000 14 25,464,000 25 184 17.20 14
2007 31,421,000 06 25,840,000 15 17.8 17.49 17
2008 31,975,000 18 26,014,000 0.7 18.6 17.79 17
2009 31,735,000 (0.8) 25,763,000 (1.0 18.8 17.70 (0.5)
2010 31,531,000 (0.6) 25,528,000 (09) 190 17.73 0.2
2011 31,503,000 (0.1) 25,500,000 (0.1) 191 17.75 0.1
2012 31,724,000 0.7 25,984,000 19 181 18.01 15
Forecasts
2013 31,724,000 00 % 26,162,000 07 % 175 % 51830 16 %
2014 32218000 16 26,708,000 21 171 i870 22
2015 32481000 08 27,041,000 12z 187 1913 23
2016 32 865,000 12 27,580,000 20 161 i8.72 31
2017 33,282000 13 28,284 000 25 150 2043 36
Average Annual Compound Change
2000 - 2012 10 % 0.2 % (0.0} %
2000 - 2007 17 0.2 (0.4)
2007 - 2010 01 (0.4) 05
2010- 2012 0.3 09 03
Forecast 2012 - 2017 10 % 17 % 26 %

Source: REIS Report, 4th Quarter, 2012

The positive trends for Downtown are expected to continue, even with the addition of new space planned for

2014. Overall vacancy is anticipated to reach a 13-year low in 2014.

Hotel Construction Update

The Columbus lodging market has continued to grow in the years since the recession. From January 2009 to
October 2012, fifteen hotels opened across the Airport, Polaris, OSU, and Hilliard hotel submarkets, accounting
for 2,341 new hotel rooms. The largest property to open was the new 532-room Downtown Hilton Convention
Hotel. More recently, the Holiday Inn Express Hotel & Suites Easton and the Courtyard by Marriott New Albany
opened in the spring of 2013. In addition, the conversion of the former Wingate Inn Polaris to a Four Points by

Sheraton was completed in April of 2013.

According to HVS research, the following new hotel projects are currently in the pipeline:

® Hampton Inn & Suites OSU
® Staybridge Suites OSU (brand to be confirmed)
® Residence Inn Dublin (redevelopment of the Americas Best Value Inn)

® Homewood Suites by Hilton on Lane Upper Arlington (under construction)



® Marriott hotel (conversion of the University Plaza Hotel)
® Residence Inn by Marriott Polaris

® Fairfield Inn & Suites by Marriott New Market

® Port Columbus Hotel (limited-service)

® The Joseph — a Le Méridien Hotel (Short North)

® Candlewood Suites Grove City

® Courtyard by Marriott Grove City

Of note, hotel projects have been discussed for the Hollywood Casino, the redevelopment of the old Cooper
Stadium in Westerville, and near the bedroom community of Delaware on Columbus’s north side. While many
new hotels are expected to enter the market in the coming years, the effect on overall occupancy should be
minimal. The Columbus MSA offers over 26,000 rooms, and while individual submarkets will be impacted, overall

demand growth in the market area is expected to outpace the new supply.

Outlook on Market Occupancy and Average Rate

Occupancy in the Columbus MSA hit bottom in 2009, falling to 52.6%. The recovery was swift, however, and by
2011, the market matched the pre-recession peak for occupancy, bolstered by strong commercial growth that
year. Occupancy in 2012 constituted a record for Central Ohio, as major commercial projects came online, and
the opening of two new casinos in Columbus boosted both construction-related and leisure travel to the area.
Average rates in the market have registered growth since 2010, and the influx of new, high-quality supply has
assisted area hotels in commanding higher rates. With the recovery of both occupancy and average rate, the
market is well positioned for continued growth, particularly in high-performing submarkets like Polaris, Easton,

Dublin, and Downtown.

Recent Hotel Transactions

The following table summarizes hotel transactions in and around Columbus since April of 2010.

REVIEW OF HOTEL TRANSACTIONS

Overall Rm. Rev

Property Location Sale Date  Price inli
LaQuinta Inn & Suites Columbus West Columbus, Ohic  May-13 $2,800,000 60 S46667 59% 310
Hilton Garden Inn Dublin Dublin, Chio Apr-13 7,350,000 100 73500 9.2% 260
Value Place Columbus Northland Columbus, Ohio  Apr-13 2,850,000 121 23554 — —
Courtyard by Marriott Columbus Downtown Columbus, Ohio  Feb-13 11,850,000 149 79530 — 2.50
Comfort Inn North Polaris Columbus, Ohio  Feb-13 4,616,667 G2 50,181 — —
DoubleTree by Hilton Suites Columbus DowntownColumbus, Ohio  Nov-12 8,000,000 194 41,237 191% 130
Red Roof Inn Columbus West Columbus, Ohio  Apr-12 1,775,000 79 22468 76% 200
Knights Inn Columbus Columbus, Ohio  Apr-12 1,700,000 77 22078 — -
Place Off the Square MNewark, Ohio Mar-12 1,400,000 118 11864 — -
Morse Road Inn Columbus, Ohio  Feb-12 873,240 135 6468 — E
Quality Inn & Suites Obetz, Ohio lan-12 1,525,000 59 25847 — -
Staybridge Suites Columbus Dublin Dublin, Chio Dec-11 6,800,000 111 61,261 — 2.70
Crowne Plaza Hotel Columbus North Columbus, Ohio  Dec-11 9,100,000 300 30333 — -
Sheraton Columbus at Capitol Square Columbus, Ohio  Sep-11 19,500,000 400 48750 — .
Ramada Inn Columbus North Columbus, Ohio  Mar-11 1,700,000 125 13600 — -
Motel 6 Columbus West Columbus, Chio  Jan-11 1,237,000 105 11,781 135% 180
Embassy Suites Columbus Columbus, Chio  Jan-11 9,550,000 221 43213 — 1.80
Motel 6 Columbus West Columbus, Ohio  Nov-10 1,900,000 116 16,379 — -
Econo Lodge Heath Heath, Ohio Oct-10 1,400,000 107 13084 — -
Super 8 Grove City Grove City, Ohio  5ep-10 1,450,000 101 14356 21% 210
Super & Columbus West Columbus, Ohio  Aug-10 1,000,000 &4 15625 8.3% 290
Motel 6 Columbus OSU Columbus, Ohio  May-10 800,000 46 17391 -~ 200
Homewood Suites by Hilton Columbus Columbus, Ohio  Apr-10 5,000,000 99 50505 — 240

The transactions above represent an array of property types, buyers, sellers, and submarkets. The derived
capitalization rates and prices paid per room show an even more dramatic spread. Several of the budget-oriented
properties on the list were distressed or auction sales, and many of the full-service hotel sales required
significant capital improvements after the sale in order to either maintain the hotel’s brand affiliation or re-flag
the property. Sale prices have been trending upward for high-quality assets in good submarkets, particularly
midscale limited- or select-service properties that operate at over 100% RevPAR indexes. Hotels that underwent
significant renovations during the downturn were better positioned during the market recovery and were able to

capitalize on the returning demand levels.

Conclusion

The outlook for Columbus’s lodging landscape is optimistic. Most of the hotel supply that opened in the last 36



months has been quickly absorbed in each respective submarket, and while the new Hilton’s 532 guestrooms
made a large impact on the downtown area’s hotel supply in late 2012, it is expected that this new hotel will shift
the dynamics in a positive direction as convention demand returns in force. Overall, higher education,
government, business, and conventions remain firmly in place in Columbus, which should bode well for the city’s

hotels in the near future.



