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Tucson City Center, Arizona

Tucson Saint Mary®& Suite Hospitality LLC, an Arizona LLC, is offering for the sale, the 268-suite
InnSuites Hotel & Suites Tucson City Center Conference Resort in Tucson, AZ (subject property).

This property is a full service suite hotel located on the Southwest corner of Granada Avenue and
St . Ma r yadjacenRmcaoss-country -1 0 and St . iMthe pyestigiousRed Rrasidio
Downtown Tucson City Center Convention area neighborhood. The hotel occupies 9.453 acres
of land with potential additional 1.381 acre purchase of excess city land good only for parking..

The Hotel holds a month-to-month InnSuites regional reservations source. The Hotel is
unencumbered by franchise or management. The regional InnSuites Hotel & Suites Trademark
license is available as a cost effective primary or supplemental source of reservations at a
reasonable rate on a month-to-month basis the first year and year-to-year basis thereafter at the
sole option of the Buyer. The Hotelhas P J 6 s RestdqurantandP J 6 s S p dor fullsnenB,a r
banquet and room service. Banquet and Bar profit can be expanded substantially i based on
one of Tucson 0 sq.fl meetigpgasnd balllodm spa@ed

InnSuites Hotel & Suites Tucson City Center Conference Resort provides an exceptional
investment opportunity to acquire an Arizona full service, upscale Suite Hotel serving the
Tucson/Southern Arizona region and is a land play on downtown Tucson redevelopment as a
ifreedo extra for a hotel operation

As valuable as the hotel operation is, the downtown Tucson land value may be even greater at
$1.2 million per acre or only about $27.50 per sq. ft. Further, the 4-story Tower building is
estimated to have a value of approximately $8 million significantly reducing the final purchase
price of the balance of the land to be used for a master plan downtown redevelopment.

Confidential Offering Presented by: Marc Berg 602.944.1500 or mberg@innsuites.com

Additional information on this and other opportunities may be obtained from www.rareearthdev.com
1625 East Northern Avenue Suite 105 - Phoenix, Arizona 85020 - T (602) 944.1500 - F (602) 678.0281 - www.rareearthdev.com

r

InnSuites Studio Queen Queen InnSuite

Sales of properties are subject to all applicable state and federal real estate and other applicable regulations. Final compliance
determination is to be made by counsel for the seller and/or broker at the time the property goes into escrow. A potential sale is
not final and binding and will not take place until all real estate and other regulations have been fully complied with to the
satisfaction of counsel for both the seller and the broker.
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Tucson City Center, Arizona

Investment Highlights

Executive Summary

Tucson City Center InnSuites Hotel and Suites offers a truly unique opportunity. The 9.453 acre
land parcel in the downtown Tucson redevelopment area is with the land alone believed to be
worth at or above the listed price for the hotel. The hotel revenues were restrained the years of
2007, 2008, 2009 and 2010 during adjacent highway reconstruction and economic slow down.
Revenue for 2011 is in a strong rebound.

Re-development potential opportunities--on the land alone--exceed the hotel price. The InnSuites
Hotel and Suites Resort and Conference center is a full service hotel originally 300 keys, currently
refurbished as 269 keys. There are 33 Two Room Suites and the balance Studio InnSuites. 34 of
the Studios and Two Room Suites have full kitchens. The balance have kitchenettes including
microwave, refrigerator and coffee maker providing extra luxury for conventions, meetings,
corporate, leisure and government hotel guests as well as providing excellent accommodations
for extended stay including military, training seminars and company workers on assignment.

Because of the unique land value situation where the land is actually worth as much or more as
the hotel property, this gives the buyer/investor two sources of long term capital gain and profit
potential. One scenario would be to purchase the hotel and operate it as a hotel while planning
for redevelopment and then only taking out sections of the hotel as the redevelopment takes
place.

Another scenario is to redevelop the two story buildings while retaining the four-story Tower as an

88 room Comfort Inn type motel/hote. The A Comfort I nndo type valued
approximately $8 million and the remaining motel/hotel and redevelopment land is worth at least

a like amount.

Another idea is to work to get the full potential of the full service hotel. The purchase price is
significantly below the replacement cost for a similar hotel or resort in a valuable redeveloping
downtown area next to a cross country freeway, adjacent to University facilities and transportation
in a commercial downtown area with offices, government, education, and walking distance to the
Tucson Convention Center which is planned for further expansion.

The number of first class downtown hotel rooms has steadily declined at the same time that
InnSuites has continued to refurbish the subject hotel with additional two room suites, with
Jacuzzi suites, with full kitchens, new carpet, crown molding, flat screen TVs, granite vanities,
framed mirrors, Cloud 9 bedding and many more upscale features of a downtown high end full
service resort type hotel at mid market prices. The hotel includes extensive hotel kitchen,
restaurant, banquet, sports bar and meeting facilities among the largest in Tucson. The costs in
the food and beverage area have been contained by serving food out of the sports bar area.
Upgrades in the restaurant and sports bar area for the complimentary morning breakfast buffet
and complimentary afternoon social hour have also netted additional bar revenue and profit. The
extensive hotel kitchen is used exclusively for the banquets with significant banquet business and
profit available far above the profit potential of food itself.



Tucson City Center, Arizona

InnSuites is a unique, resort type hotel, with 269 sleeping units, huge meeting facilities, large
lobby, café, and sports bar. Even the pool is Olympic size, something that is virtually unheard of
today due to the space requirement offering an extremely attractive amenity to guests along with
the sand volleyball court, in the ground spa, fitness center, extensive grounds, guest walks,
jogging, garden parties, etc.

Much of the base business for the hotel includes corporate, military, conventions, University and
other sources of business that find the location near Tuc s o0 n 0 s-10@xpilessway convenient
but it does not depend on I-10 traffic for any material amount of business. The hotel is set up for
extended stay, which could also benefit by the extensive construction area on the highway and
additional construction plans for the downtown redevelopment area. The hotel has a five year
evergreen contract for the AGem and Miner al
the first 16 days of February each year having the hotel completely full at top, top rates producing
profits for those 15 days in the area of $400,000-$500,000. Continued upgrading to the hotel and
more effective marketing of the hotel during the remainder of the year holds the key to
significantly improved hotel profitability.

Where can an investor buy a hotel for only $45,000 per suite in a key location with the land itself
being worth the cost of the entire project? This property offers a hotel operator an opportunity to
upgrade and reposition. It offers a land developer an opportunity to benefit from the downtown
Tucson redevelopment. It offers an investor an opportunity to benefit from both areas.

With the purchase price below the replacement cost and with the changes going on in downtown
Tucson that favor the property, the prospects of continued upward growth in rates and operating
profits are very bright. The hotel currently operates under the regional InnSuites Hotel and Suites
brand. This brand is believed to be cost effective and available as a primary or supplemental
source of reservations. The new owner could continue this brand on a month to month basis the
first year and then a year to year basis thereafter, at a very economical rate. The hotel could be
marketed primarily as a downtown convention type hotel (with supplemental reservations from
InnSuites and from the iHotelier GDS system) or the new owner could look at various national
flags either stand on their own or to supplement the downtown resort hotel business and/or the
InnSuites regional reservation business.

Because the property has two potential opportunities, the seller is flexible in terms of different
ways to structure the transaction including the following:

0 Straight cash sale at $12 million

U A cash sale at $12 million with a month to month lease back (where the seller leases the
property to provide a net return to the buyer of 5% per year) giving the buyer time to go
through the re-development process and still earn income. As an alternative, InnSuites
would be willing to manage the hotel for our standard management fee and provide the
InnSuites trademark during the same time also on a month to month basis to give
maximum flexibility to the buyer.

i Terms: $12,000,000 -35% Down ($4,200,000)
-Balance @ Prime rate*
-Annual principal reductions of $500,000/year
-All due in 5 years
*subject to lender approval

Sh



Tucson City Center, Arizona

Strategic Location

Thel nn Sui t emajoirbodinesk sburces include its downtown Full Service Tucson business
and resort area key location, free van transportation to the Tucson International Airport, the
University of Arizona, the proximity to Interstate 10 and just minutes from all that Southern
Arizona has to offer: Tucson corporate business, Marana government and Davis-Monthan Air
Force Base, Tucson Mall, Biosphere (world's largest glass-enclosed mini-world), The Wild West
of Old Tucson and Tombstone, desert and mountain oases. T u ¢ ssaceanidal location allows for
easy accessibility via major freeways and more than 24 daily nonstop flights from major U.S.
cities to Tucson International Airport with connections available worldwide.

Arizona's Second Largest City--Tucson is a growing metropolis of 1,000,000 that keeps getting
better and better. The city's geography is a postcard image of cactus forests, rolling hills, and
craggy mountains. National and State Parks and Forests ring the city. Tucson lies in the
borderland, a region that blends the cultures of the United States and Mexico, with a large
Aerospace presence, and all the amenities of a major city.

The weather is mild nearly all the time with 360 sunny days a year, just right for all kinds of
outdoor activities and comfortable lifestyle.

Downtown Tucson is the historic and cultural heart of the Old Pueblo, with ten nearby historic
districts, the Arts District, professional theater, opera, ballet and symphony and home to nearby
University of Arizona. Downtown's landmarks include the old Pima County Courthouse, St.
Augustine Cathedral, the Charles O. Brown House, Hotel Congress, and two historic train depots.
With unique shopping, great restaurants, vintage theaters, bed-and-breakfasts, exciting nightlife,
and eclectic architecture, Downtown, and Northwest Tucson have great places to explore and
enjoy.

Downtown Tucson Beautiful Desert Sunsets
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HISTORICAL ROOM REVENUES

2008 2009 2010 2011 2012
January $ 318,807 $ 320,668 $ 321,156 $ 404,685 $ 334,000
February $ 660,800 $ 628,230 $ 571,132 $ 575,506 $ 630,000
March $ 459,407 $ 315,938 $ 258,196 $ 237,593 $ 245,000
April $ 306,658 $ 187,272 $ 202,775 $ 172,972 $ 195,000
May $ 222,196 $ 167,722 $ 118,289 $ 161,474 $ 172,000
June $ 288,448 $ 120,873 $ 95,421 $ 126,000 $ 140,000
July $ 212,813 $ 153,657 $ 138,264 $ 150,500 $ 165,000
August $ 116,289 $ 102,398 $ 85,856 $ 96,000 $ 110,000
September $ 90,151 $ 86,238 $ 93,191 $ 106,000 $ 112,000
October $ 166,056 $ 136,037 $ 150,214 $ 166,000 $ 175,000
November $ 205,852 $ 161,940 $ 174,355 $ 184,500 $ 195,000
December $ 127,439 $ 114,232 $ 124,503 $ 122,000 $ 127,000
$ 3,174,916 $ 2,495,205 $ 2,333,352 $ 2,503,230 $ 2,600,000
ADR $ 72.55 $ 78.12 $ 77.39 $ 77.94 $ 78.49

Occ% 44.8% 32.8% 30.9% 33.0% 33.9%

*2011 contains actual revenues through May 2011 and projected figures thereafter.




Tucson City Center, Arizona

PROPERTY OPERATING STATEMENTS - UNAUDITED NOI
For the 12 Months Ended December 31, 2009 and 2010, Actual/Projected for the 12 Months
Ended December 31, 2011 and Projected for the 12 Months Ended December 31, 2012*

Actual/Projected* Projected*

31-Dec-09 31-Dec-10 31-Dec-11 31-Dec-12
Revenues
Room $ 2,495,205 $ 2,333,352 $ 2,503,230 $ 2,600,000
Food & beverage 560,453 526,266 611,115 612,500
Telecommunications 4,753 4,069 4,213 4,500
Miscellaneous 31,201 34,216 41,787 42,000
Total revenues $ 3,091,612 $ 2,897,903 $ 3,160,345 $ 3,259,000
Expenses
Rooms $ 739,060 $ 743,760 $ 683,915 $ 692,500
Food & beverage 471,310 488,945 488,221 485,000
Telecommunications 7,572 20,302 12,994 12,500
Miscellaneous 547 607 729 500
G&A 284,964 252,880 267,389 271,000
Advertising & promotion 213,384 179,860 180,188 182,000
Utilities 471,409 466,853 442,067 443,000
Repairs & maintainance 364,259 482,589 389,984 370,000
Hospitality 131,983 137,570 141,019 145,000
Management fees to affiliates 62,367 58,329 62,581 65,000
Advertising Trust fees to affiliates 24,947 23,331 25,032 26,000
Corporate accounting fees 24,000 24,000 24,000 24,000
Trademark license fees to affiliates 31,184 29,164 31,291 32,500
Total expenses 2,826,986 2,908,190 2,749,410 2,749,000
Gross Operating Profit $ 264,626 $ (10,287) $ 410935 $ 510,000
Add back fees paid to affiliates:
Corporate accounting fees $ 24,000 $ 24,000 $ 24,000 $ 24,000
Management fees to affiliates 62,367 58,329 62,581 65,000
Advertising Trust fees to affiliates 24,947 23,331 25,032 26,000
Trademark license fees to affiliates 31,184 29,164 31,291 32,500
1/2 Repairs & maintainance 182,130 241,295 194,992 185,000
1/2 G&A expense 142,482 126,440 133,695 135,500
Subtotal add backs 467,110 502,559 471,591 468,000
Adjusted Gross Operating Profit $ 731,736 $ 492,272 $ 882,526 $ 978,000
Property taxes $ 98,905 $ 101,998 $ 102,000 $ 102,000
Notes:

Depreciation, professional fees and interest expense are not included in this statement.

*Projections ardased on management assumptions. We provide no assurance that the property will meet or exceed the p
operating results. Calendar year 2011 consists of actual results for Jaagr2011 with projected results thereafter.



Tucson City Center, Arizona

Property Overview

Property: InnSuites Hotel & Suites Tucson City Center Conference Resort.
Fee simple on approx 10 acres of land in the Downtown Tucson,
Arizona redevelopment area.

Location: The Suite hotel is located southof St . Ma r y@&"Stre®)an the
west side of Granada Avenue. Adjacent west is the Interstate 10
frontage road. The location is excellent with Downtown Convention
Center in walking distance, University of Arizona; I-10 Visibility.

Access: From I-10, ExitS't . Ma&urnyrighson St . M hotelyisbos
theright( sout hwest corner of St. Mar y o

Number of Suites: 268 studios and suites

Size and Shape: Total improvement size is 163,712 square feet with unusually large
meeting and public areas. The property is generally rectangular in
shape. Al I buil dings ar e t wowhishtismmei e s ,

story and the tower which is four stories. The placement of buildings
provide a courtyard-like setting. The banquet and meeting rooms total
14,492 square feet (among the largest in Tucson) and are located
mainly in the administration building with some in the tower and
Building B. The courtyard has an Olympic-sized swimming pool and
guest spa Jacuzzi, plus gazebo and guest barbeque grills. There are
walkways through the common area with attractive landscaping.

Land area: Approx 10 acres +/-; 468,546 gross SF +/-

R

Zoning: The zoni-pg onsthRi€ subjectds front ac

the eastern and southern portions of the site. The central and
northern portions 4.t khl&dnmgidadighar e
industrial classification allowing a variety of uses to include industrial,
commercial and residential. The C-2 classification allows a variety of
commercial and residential.

Years Built: Buildings A-F were constructed in 1960 and the administration
building was constructed in 1967. The four-story tower was
constructed in 1971. Refurbished 2010 and 2011.

Primary Amenities: Outdoor heated Olympic swimming pool and Jacuzzi spa
P J 6 afé & Sports Pub with room service
Sand Volleyball Court
Meeting rooms
Exercise Room
Free High Speed Internet Access (hard-wired & wireless throughout)
Free Full Hot, Healthy Breakfast Buffet
Free Evening Social Hour

4
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Location Map
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Tucson City Center, Arizona

Guest Suites

The hotel features 269 guest studios and suites. Of all the suites, the Studio King, Studio Double
Queen, Boardrooms, Wetbar King are single studios. The remaining suites are 2-room suites in
design. Therefore, 33 of the 269 units are 2-room suites. 12 units include an oversized
therapeutic two-person Jacuzzi tub which benefits premium corporate and weekend leisure
business.

Guest Studio and Suite Inventory
Type Number
Studio King with Queen Sofa Sleeper 35
Studio Double Queen 151
Studio King with Large Work Area 14
Studio Wetbar King with Full Kitchen 21
Suite King with Full Kitchen & 2 Bath 12
Suite Double Queen 15
Suite King 5
Suite 3 Bedrooms 1
Presidential Jacuzzi Suite 12
Boardrooms 2
Total No. of Studios and Suites 268 Suites

Guest Studios and Suites feature the following amenities:
Simmons Cloud 9 Pillowtop Beds
Large TV6s with Premier Cable Movie Channel :
Microwave/Refrigerator
Coffee Marker with Coffee & Tea
Free Hi-Speed and Wi-Fi Internet Access with both Reliable Hard-wired and Convenient
WiFi
Two-line phones with Free Local Phone Calls and Voicemail
Room Service
Convertible Sofa beds in the Living Room and select Studios
AM/FM Clock Radios
Hairdryer
Quiet Air Conditioning with Wall-
mounted Thermostats
Iron/Ironing board
Electronic Locks
Smoking/Non-Smoking
Handicap Accessible

Studio King InnSuite



