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ATTENTION BRIAN P. KRIPPNER

Gentlemen:

In accordance with our engagement letter of March 8, 2005, we have completed our market and
financial analysis of the Renaissance St. Louis Grand and Renaissance St. Louis Suites hotels in
downtown St. Louis. This report summarizes our findings and conclusions with regard to the

operating potential of the properties.

ENGAGEMENT OBJECTIVE AND SCOPE

In completing our market and financial analysis for the project, we:

discussed with you and your associates, the property background, recent

market-relative and financial performance of the property;

studied the area's transient lodging market characteristics based on
evaluation of competitive properties and analysis of other data available to

us;
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evaluated the market-relative performance of the property;

estimated future lodging market supply and demand conditions in order to

identify future market conditions;

estimated occupancy and average room rate for the facilities during the next

five full years of operation;

estimated cash flow from operations, as defined in Exhibit B;

prepared this report summarizing our findings for your use.

EXECUTIVE SUMMARY

The facing table presents our estimates of cash flow from operations for the two properties
individually and consolidated for calendar years 2006 through 2010, as well as the corresponding

cash flow from operations data for 2004 and the current property management forecast for 2005.

The following facing table presents the historical and estimated future cash flow before fixed
charges as compared with the original projection prepared in connection with the original
development proposal (“Market Study and Financial Projections"; Hospitality Consulting

Services, A Division of Hotel Consulting Services, Inc).

As indicated, the current outlook for cash flow from operations is considerably less than

anticipated in the original projections, due to:

e The general disruption of the lodging industry, both nationally and locally, as a result of

the severe impact on travel associated with the September 11, 2001 terrorist attacks and
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the resulting impact on the US economy. The supply and demand patterns in the St.
Louis Metropolitan Statistical Area (MSA) lodging market clearly reflect the decline in
demand, occupancy and room rate growth experienced by the MSA hotel market and

nationally.

e Continued supply additions in the downtown area even as lodging market conditions

deteriorated, due to the long gestation period for such complex ventures.

¢ The significant reduction in airline service by American Airlines, the primary hub airline

for St. Louis, only recently partially restored.

¢ The inability of the Convention and Visitors Commission (CVC) to obtain the anticipated
convention activity at the America’s Center (originally 800,000 room-nights; actual 2004
bookings reported were 410,000 room-nights).

The balance of this report details the results of our research and analysis, including the methodology

employed and any assumptions or other important disclosures regarding these resulting estimates.

PROPERTY LOCATIONS AND DESCRIPTIONS

The subject properties are located at the intersection of Washington Avenue and North Ninth
Street in downtown St. Louis, Missouri, with the 918-room Renaissance St. Louis Grand Hotel
immediately across Washington Avenue from the entrance to the America's Center convention
facility; the 165-suite Renaissance St. Louis Suites property is located diagonally across

Washington Avenue from the Grand, adjacent to the Center's entrance.

The properties were developed in response to an RFQ/RFP effort by the City of St. Louis and the
Convention and Visitors Commission (CVC), and opened in 2002 (Suites) and February of 2003
(Grand).
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The key features of the Grand property include:
e 918 guest rooms, including 43 suites
e “An American Place”, a destination, fine-dining restaurant
e Capri Restaurant
e Grand Bar
e Over 70,000 square feet of meeting space, including a 20,000-square foot ballroom

e Indoor pool, exercise facility and whirlpool

Key features of the Suites property include:
e 165 guest suites
e Washington Avenue Bistro
e The Lobby Bar

e Fitness Center, whirlpool and sauna

Both properties are in excellent condition and reflect an exceptionally high level of customer
service, consistent with their five-star rating, as discussed in greater detail in the Management

Assessment section of this report.

GENERAL MARKET OVERVIEW

The following paragraphs present an overview of the economic and demographic environment of
the St. Louis Metropolitan Statistical Area (MSA), in order to provide a general frame of reference

with regard to the economic environment in which the subject hotels operate.

Population

The St. Louis metropolitan area includes eight counties, as listed in the population table below:
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ANNUAL POPULATION ESTIMATES
Census Estimates Change
County 2000 2001 2002 2003 2000-2003
St. Louis City 348,189 347,100 346,400 345,900 -0.7%
St. Louis 1,016,315 1,018,400 1,019,700 1,020,000 0.4%
St. Charles 283,883 289,500 293,800 299,700 5.6%
Jefferson 198,099 199,900 201,700 203,100 2.5%
Franklin 93,807 94,500 95,100 95,600 1.9%
MISSOURI 1,940,293 1,949,400 1,956,700 1,964,300 1.2%
Madison 258,941 259,600 260,500 261,400 0.9%
St. Clair 256,082 256,100 256,700 257,400 0.5%
Monroe 27,619 27,900 28,100 28,400 2.8%
ILLINOIS 542,642 543,600 545,300 547,200 0.8%
REGION 2,482,935 2,493,000 2,502,000 2,511,500 1.2%

Source: East-West Gateway Coordinating Council

Business and Economy

The St. Louis metropolitan area is the nation’s 16™ largest, with the MSA including eight
counties in both Missouri and Illinois. It is one of the nation’s major transportation hubs and
headquarters to a number of Fortune 500 companies. It also features many prominent tourist
attractions which experience significant levels of visitation due to its central location, excellent

transportation facilities and moderate costs.

Growth of the St. Louis area economy is reflected in the following metropolitan area

employment statistics:
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EMPLOYMENT (000)
ST. LOUIS MSA
1992 2004
Category Employment Percent Employment Percent

Manufacturing 202.9 18.1% 167.1 13.6%
Non-manufacturing:
Mining & Construction NA NA NA NA
Transportation, Communications

& Public Utilities 77.2 6.9% 83.8 6.8%
Trade (Total) 280.2 25.1% 308.0 25.0%
Finance, Insurance, and

Real Estate 73.0 6.5% 86.5 7.0%
Services 338.3 30.3% 4247 34.4%
Government 146.6 13.1% 162.9 13.2%
Total Non-manufacturing 915.3 81.9% 1,065.9 86.4%
Total Employment L1182  100.0% 1233.0 100.0%

Source: Bureau of Labor Statistics.

Transportation

St. Louis is one of the nation’s major transportation hubs, including:

o the intersections of several Interstate Highways (70, 40, 55, 64) and a metropolitan-wide

web of interconnecting spurs and circumferential routes;

e Lambert St. Louis International Airport, one of American Airlines major hub facilities;

and

o significant levels of commercial river traffic along the Mississippi River.

The following table presents historical passenger data for Lambert St. Louis airport:
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2005

LAMBERT-ST. LOUIS AIRPORT
Passenger Activity

Enplaned Percent
Year | Passengers Change
1995 12,847,080
2000 15,314,124 3.6%
2001 13,365,509| -12.7%
2002 12,846,034| -3.9%
2003 10,196,522 -20.6%
2004 13,376,028 31.2%

Source: Lambert St. Louis International Airport

Convention Activity

St. Louis' major convention venue is the America's Center, located in downtown St. Louis,

across

Washington Avenue from the Renaissance St. Louis Grand, the City's convention

headquarters hotel.

Key elements of the Center include:

502,000 square feet of column free exhibit space

83 meeting rooms

1,411-seat theatre

St. Louis Executive Conference Center (IACC-certified)
70,000-seat Edward Jones Dome

Recent hotel room-night demand generated by convention activity generated by the leads from

the Convention and Visitors Commission (CVC), is summarized below:






