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The Ecole hoteliere de Lausanne (EHL) is the co-publisher of The Hotel Yearbook. As the oldest Hotel School
in the world, EHL provides university education to students with talent and ambition, who are aiming for
careers at the forefront of the international hospitality industry. Dedicated to preparing tomorrow’s executives
to the highest possible level, EHL regularly adapts the contents of its three academic programs to reflect the
latest technologies and trends in the marketplace. Since its founding in 1893, the Ecole hoteliere de Lausanne
has developed more than 25’000 executives for the hospitality industry, providing it today with an invaluable
network of contacts for all the members of the EHL community. Some 1800 students from over 90 different
countries are currently enjoying the unique and enriching environment of the Ecole hételiére de Lausanne.

Boutique DESIGN New York, a new hospitality interiors trade fair, will coincide with the 94-year-old International
Hotel/Motel & Restaurant Show (IH/M&RS). Designers, architects, purchasers and developers will join the hotel
owners/operators already attending IH/M&RS to view the best hospitality design offerings as well as explore a
model room, exciting trend pavilion and an uplifting illy® networking café.

HFTP provides first-class educational opportunities, research and publications to more than 4'800 members
around the world. Over the years, HFTP has grown into the global professional association for financial and
technology personnel working in hotels, clubs and other hospitality-related businesses.

Bench Events host premier hotel investment conferences including the International Hotel Investment Forum;
the Arabian Hotel Investment Conference and the Russia & CIS Hotel Investment Conference. Bench Event’s
sister company, JW Bench, is a benchmarking company that has launched the Conference Bench and the
Productivity Bench. An industry first, the Conference Bench, measures performance data for conference space
in hotels throughout Europe.

Founded in 1922, Cornell University's School of Hotel Administration was the first collegiate program in
hospitality management. Today it is regarded as one of the world’s leaders in its field. The school’s highly
talented and motivated students learn from 60 full-time faculty members — all experts in their chosen disciplines,
and all dedicated to teaching, research and service. Learning takes place in state-of-the-art classrooms, in the
on-campus Statler hotel, and in varied industry settings around the world. The result: a supremely accomplished
alumni group-corporate executives and entrepreneurs who advance the industry and share their wisdom and
experience with our students and faculty.

With an exclusive focus on global hospitality and tourism, Hsyndicate.org (the Hospitality Syndicate) provides
electronic news publication, syndication and distribution on behalf of some 750 organizations in the hospitality
vertical. Hsyndicate helps its members to reach highly targeted audience-segments in the exploding new-
media landscape within hospitality. With the central idea ‘ONE Industry, ONE Network’, Hsyndicate merges
historically fragmented industry intelligence into a single online information and knowledge resource serving
the information-needs of targeted audience-groups throughout the hospitality, travel & tourism industries...
serving professionals relying on Hsyndicate's specific and context-relevant intelligence delivered to them when
they need it and how they need it.

Qver the course of the last six decades, WATG has become the world’s leading design consultant for the hospitality
industry. Having worked in 160 countries and territories across six continents, WATG has designed more great
hotels and resorts than any other firm on the planet. Many of WATG's projects have become international
landmarks, renowned not only for their design and sense of place but also for their bottom-line success.
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RUSSIA

Hotel development in Russia: a

progression or regression in 2010?

A continuing imbalance between supply and demand will characterize the Russian hotel market in 2010, writes
MICHAEL O’HARE, Managing Director of HORWATH HTL HUNGARY & RUSSIA. In principle, that should mean that
projects will go forward at a good pace. Yet many of the country’s structural obstacles stubbornly remain in place.

To get a better handle on whether Russia is going to progress
or regress in terms of development output for 2010, let's
examine the key questions being asked — and more importantly
the views being expressed — by industry leaders and specialists
in the Russian market.

As we draw closer to the end of what has been a very tough
year in trading terms, how difficult will it be going forward to
get the momentum going once again in terms of development
deals being realized ?

As far as Russia is concerned, the momentum has slowed but
due to the continued imbalance of supply and demand, there
remains a strong desire to expedite projects. 2009 has seen
many projects been postponed, delayed and cancelled due
to lack of available finance in the capital markets. Foreign
banks, with very few exceptions, have withdrawn support
for developers, and local Russian financial institutions are
demanding high equity inputs, not to mention exorbitant
interest rates.

Developers have had to increasingly look to hotel companies as
introducers of debt finance and investors.

The fact is sometimes overlooked that a considerable number
of projects carried on through construction phase over the
last 12 months as project finance had been secured in pre-
crisis times and had not been withdrawn, as the projects
were expected to be completed and trading by the time the
market analysts anticipated signs of normality once again by
2011/2012.

The desire by hotel companies to forge ahead with the
development of new hotels in Russia of all sizes, categories and
standards remains undiluted, again always recognizing Europe’s
only extreme imbalance of supply and demand, which exists
not only in Moscow and St Petersburg but across this vast
country in cities the size of Liverpool to Lyon that as yet do not
boast one international hotel.

HOTELyearbook2010

One thing is clear, the number of hotel management/franchise
contract signings, and to a lesser extent lease agreements,
continues regardless, across a wide range of brand types. Most
hotel developers anticipate an increase in the number of deals
signed in 2010.

What factors are likely to mitigate the acceleration of
development?

Clever ways of formulating deals particularly from a financing
perspective are clearly the order of the day, reducing return
expectations in the short term until the opportunity to
refinance presents itself. The fall in the cost of construction and
land prices since 2008 is beginning to provide a platform for
justifying projects and mitigating the perceived risk at present.

A predominance of domestic, as against international, investors
is going to be necessary to move projects along at a faster pace
than that experienced in 2009.

Where are the most significant opportunities in the market ?

The continued rollout of predominantly mid-market branded
hotels such as Holiday Inns, Park Inns, Courtyard by Marriott,
Hilton Garden Inn, Novotel and Sokos hotels throughout

the country’s regional cities represents the most attractive
opportunity for investors and international hoteliers alike.
Although the demand for branded economy and budget type
hotels exists, the difficulty in attaining and securing a sufficient
number of land plots to justify the rapid development of a
chain remains evasive. Boutique/lifestyle hotels are the vogue in
Western Europe and there appears to be an increasing demand
for such products in fashion-conscious Russia.

What will be the main barriers to development in 2010, aside
from the obvious financing difficulties that developers are
facing at present ?
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RUSSIA

Many of the issues that international and domestic investors
and developers keen to participate in hotel real estate
investment opportunities continually come up against continue
to be:

* Ownership and title to land — this still remains a long and
arduous procedure and seems to be the prime blocking issue
in Russia.

e Sourcing the right local partner — much time has been wasted
where the local partner has proved to be unreliable and
wields too little influence with local authorities.

* Development timetable — still generally slow by international
comparisons but has improved as hotel developers have
become more familiar with the mechanisms of the system,
but nonetheless, taken on average it is still taking three years
or more to develop a hotel from inception stage to opening.

What will be the key issues in terms of hotel development that
will need to be addressed going forward ?

e |dentification of the best market opportunities in the regional
cities that can significantly reduce development time.

e Securing of sites at significantly reduced values over next
12 months.

* Ability to negotiate competitive tender pricing whilst market
remains flat.

* Examining the viability of converting offices to hotels as the
demand for office space remains stagnant.

» Conversion of existing as against new-build properties which
should continue to come on the market at more attractive
prices — greenfield sites are clearly favored, although in some
cities this is not so easy to secure prime locations without
demolition/conversion of existing buildings.

* Awareness of the « white elephant factor» — standard of
hotel product — inevitably there are those investors who
aspire to upscale hotels where clearly the market opportunity
is still not really that evident in Russia’s key regional cities.

e Establishing the optimum hotel brand — with many hotel
operators competing for the same project, it is not always
easy to ascertain the most suitable brand rather, in some
cases, it could evolve out of an owner’s ability to attain the

most legally secure and financially lucrative management or
franchise agreement.

* A longer-term view needs to be taken in terms of investment
—recognition of the fact that projects in Russia will be
competing with those in other parts of the world where
projected returns may be less but finance is cheaper and
political and economic risk is perceived to be less.

So what do we conclude for 2010?

There have been early indications that the activity in hotel
development will begin to pick up in the first half of 2010 as
more funds become available to the market. Russia should be
set to recover quickly as it is bound by its own market dynamics
dictated largely by energy prices.

The rate of development should begin pick up once again, and
while the market may have slowed down in 2009, interest in

investing in the hotel sector in Russia remains high.

Progression... M

KEY MARKETS IN 2010
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DLA Piper's Hospitality and Leisure Sector Group provides a seamless approach acting for
real estate owners, developers, occupiers, investors and lenders. Commercial and innovative,
we are all about providing you with real value: disputes resolved, projects completed, returns

maximised and property portfolios strengthened.

Because we are a global sector group, you also benefit from both local market expertise
and a global perspective. We believe everything matters, so you will enjoy a personal
service of exceptional quality.

Find out more at www.dlapiper.com or contact Karen Friebe,
Global Co-Chair and Head of Hospitality and Leisure, karen.friebe@dlapiper.com

www.dlapiper.com EVERYTHING MATTERS DLA PIPER

DLA Piper is an international legal practice, the members of which are separate and distinct legal entities.
For further information please refer to www.dlapiper.com/structure A list of offices can be found at www.dlapiper.com





