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EDITOR’S PAGE

ALL IN THE DETAILS

A

s most operators know all too well,
running a hotel is all about the
details. From the cleanliness of the
room to ease of check-in, to the amenities
offered — all it takes is one little slip-up
to threaten the entire guest experience,
especially in these days of social media,
where a negative review can go viral in
seconds, ultimately thwarting the efforts of
the entire team. Talk about pressure.
It’s no different when it comes to hotel
investment. Every hotel deal is the painstaking sum of its various parts, which
includes location, timing and due diligence. Is it any wonder it takes
months and sometimes years for buyers and sellers to consummate a deal?
Still, with all its tensions and challenges, hotel investment is alive
and well in Canada. According to the “2015 Canadian Hotel Investment
Report” released by Colliers International Hotels last month, “Canada’s
lodging investment market continued its upward trajectory in 2014 with
deal volume reaching $1.46 billion, marking the fourth-consecutive year
hotel investment in the country has surpassed the $1-billion mark.”
Even with the oil challenges in Alberta, and the geopolitical tensions
that plague almost every corner of the world, hotels are being developed,
acquired and built as brands are constantly launched, developed and
expanded. In fact, it’s easy to question whether we are living at a time of
extreme brand saturation. Are there, in fact, too many brands? That was
one of many questions explored when Hotelier and Starwood Hotels &
Resorts hosted the annual Hotel Investment Roundtable recently at The
Westin Grand in Vancouver (see story on p. 8).
As developers work hard to build new hotels, operators struggle to
compete for an increasingly smaller piece of the pie, working more
creatively than ever to capture today’s demanding customer. Some are
launching new brands — everything from lifestyle boutiques to eco-friendly properties to hotels that focus solely on fitness. Others are trying to
draw customers in by focusing on innovation or unique amenities. Of
course, technology is now part of today’s standard amenity package and an
important tool in making the guest experience seamless. As consumers, we
have never had more choice and more information at our fingertips. But,
through all the frenzied activity that defines today’s landscape, operators
cannot afford to lose sight of one important factor — the guest experience.
Undeniably, branding is an important driver in determining where
today’s guests want to lay their heads. But, at the end of the day, big or
small, branded or independent, success is about more than what you’re
promising, it’s all about what you’re delivering.
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Checking In
LOOKING BACK

THE LATEST INDUSTRY NEWS FOR HOTEL EXECUTIVES FROM CANADA

AND AROUND THE WORLD

PROJECT RUNWAY
During the three-day Wyndham Hotel
Group conference in March, Geoff Ballotti,
president and CEO, cited “an exciting
project” at Calgary International Airport. As
part of upgrades at the airport, five hotels
under the Wyndham Hotel Group banner

FULL SPEED AHEAD

are under construction, each being built
by a different owner. The first two proper-

Executives at Wyndham Hotel Group’s global conference announce
plans to step up the company’s Canadian development BY BRUCE SERLEN

ties are expected to open this year; the

U

2016. Included in that number is the first

nit growth is a priority for Geoff Ballotti this year, and he’s got his
eyes on Canada. Overseeing more than 7,600 hotels in 71 countries,
the president and CEO of the Parsippany, N.J.-based Wyndham Hotel
Group sees room to grow the company.
Speaking on the opening day of Wyndham’s Global Brand Conference, held
in Las Vegas in early spring, Ballotti noted that many of the company’s 15
brands such as Ramada Worldwide, Super 8 and Days Inn have healthy distribution in Canada, while others — including Microtel Inn & Suites by Wyndham
and Hawthorn Suites by Wyndham — are just beginning to build a presence in
the market.
With nine properties open in Canada, and 20 more under construction or
in the pipeline, the fast-growing Microtel Inn & Suites by Wyndham brand
will generate a significant presence in the country in the next few years (see
“Seeing Double”). “An economy brand in the U.S., Microtel is being positioned
as a mid-scale product in Canada, which isn’t unusual when U.S. brands are
launched in international markets,” explained Aly El-Bassuni, VP of Operations for the Microtel brand, at the conference, adding that guest expectation is
higher at this price point in Canada.
The conference also unveiled other ongoing initiatives. For example, with 15
brands under one umbrella, it hasn’t always been clear to consumers what chains
are part of the Wyndham family, noted El-Bassuni. To rectify this, the company
has been using a “by Wyndham” sub-brand. “It represents more of a portfolio
selling approach,” he explained. “Consumers are more likely to recognize the
Wyndham name and feel a comfort level when booking the hotel.”
Meanwhile, change is afoot in hotel operations, too, all in a bid to benefit
franchisees and other owners in all markets, including Canada. The Wyndham
Rewards loyalty program now makes it easier for members to accumulate points
and obtain free nights. Plus, on the technology front, a new Sabre Corp. cloudbased PMS and a new Infor revenue-management tool are intended to streamline operations while capturing more revenue.

hoteliermagazine.com

remaining three are expected to open in
Hawthorn Suites by Wyndham, a mid-scale
extended-stay brand, in Canada. Hawthorn
Suites fosters a more residential feel in its
design and other brand standards.

SEEING DOUBLE
Calgary-based MasterBuilt Hotels,
which holds the master developer rights
for Microtel Inn & Suites by Wyndham
in Canada, plans to open as many as
75 Microtels by 2036 in keeping with
parent company Parsippany, N.J.-based
Wyndham Hotel Group’s plan to ramp up
its Canadian development. “All the brand
pillars in the U.S. prototype are present
in the Canadian version, but the finishes,
both interior and exterior, are higher quality
and more stylish [in the Canadian model],”
explained Aly El-Bassuni, VP of Operations
for Microtel, at the Wyndham Hotel Group
conference, noting high-end building
exterior stone options as an example.

MAY 2015 HOTELIER

3

GET CONNECTED
Sixty per cent of consumers are likely to
choose a smartphone-enabled hotel, according to “Guest Preferences for Technology
Use in Hotels, IndustryView 2015,” a study by
Software Advice, a Texas-based IT research
company. The research also shows consumers prefer tech-enabled hotel lobbies (63 per
cent). As a kicker, 40 per cent of respondents
said technology should reduce travel costs.

THE PRICE IS RIGHT
Canadian hotel room prices grew by an average of five
per cent in 2014, according to Hotels.com’s Hotel Price
Index, which tracks bookings made through the website.
The global average grew by three per cent, rounding out
five years of steady price increases. Fort McMurray, Alta.
earned the highest rate in the country at $211; MontTremblant, Que. and Whistler, B.C. tied for second place
at $204; and Niagara-on-the-Lake, Ont. ranked third at
$200. The most significant increases were recorded in
Grande Prairie, Alta. (up 18 per cent to $159); Hamilton,
Ont. (up 13 per cent to $135); and Yellowknife (up 11
per cent to $168).

Hotels First

Insurance Protection for the Hotel Industry

SLOW
AND
STEADY
The future of
business travel
in Canada is
promising.
That was the
news that
came out of Best Western International’s Business Travel
Summit, held in Toronto earlier this year. Citing data from
PKF, Dorothy Dowling, SVP of Sales & Marketing for Best
Western (pictured), said business travel is forecast to grow
three per cent this year over last. Reporting on results from
the Ottawa-based Hotel Association of Canada’s (HAC)
“Annual Travel Survey,” Tony Pollard, president of HAC
(pictured, far right), predicts total overnight visits in 2015
to increase by 1.5 to two per cent and RevPAR to increase
by 5.5 per cent; he predicts occupancy rates will be higher
than 65 per cent. Pollard also updated attendees on the
status of Connecting America, an initiative between HAC
and the Tourism Industry Association of Canada for federal funding ($35 million annually over a three-year period)
to promote Canada to Americans. “The government has
responded very positively, saying there will be some money
in it this year,” Pollard said, though an amount has not
been disclosed. “The government is starting to realize
there’s merit in promoting Canada so that some of those
states that are diametrically opposed to [an oil] pipeline are
going to start thinking differently.” Canada is more than just
oil sands, he added. — Helen Catellier

SALES 101
GORD WELLS
T: 905.305.5952
Gordon.Wells@cgbgroup.com

KINNARI LAKHANI
T: 905.948.2614
Kinnari.Lakhani@cgbgroup.com

Our Hotels First Insurance program offers solutions
with key coverages dedicated to protecting your hotel.
HOTELS FIRST
INCLUDES
COVERAGE FOR:
Property, Liability, Crime
Inn Keepers Liability
First Party Cyber Liability
Shuttle Buses
Valet Parking
Risk Managment
Services and Seminars

EXCLUSIVE FEATURES
TO OUR PROGRAM:
Business Interruption due
to closure arising from:
Violation of Occupational
Health and Safetly Act
Food and drink contamination
Infectious disease
Damage to reputation

OPTIONAL COVERAGE:
Terrorism, Environmental, D & O, Employment Practice
Liability, Das Legal Expense, Group Home & Auto

www.cgbgroup.com | 1.800.267.6670
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John C. Dunn, industry
veteran and president of
Montreal-based Dunn
Consulting Services, has
published A Beginner’s
Handbook for Hospitality Sales.
The quick-reference manual
offers practical and actionable
sales principles to increase
productivity. Chapters guide
new sales executives through
market segments, soliciting clients, ROI, managing their careers and more. “This
handbook serves as a ‘crash course’ in hospitality sales,
providing friendly advice and helpful hints as well as
detailing landmines to avoid,” writes Dunn in his introduction. “It is a practical guide of how to excel in this
industry, backed by real life examples of personal successes
and failures.”
hoteliermagazine.com

InBrief
Boca Raton, Fla.-based Waramaug
Hospitality Canada LLC, along with
Calgary-based Superior Lodging
Corporation, have launched a joint
entity. The newly formed Superior
Lodging Development TL Corporation has purchased the master
franchise licence rights to Travelodge
Canada from Halifax-based Holloway Lodging Corporation…New
York City-based Sixty Hotels will
debut its first international location
when the Sixty Montreal opens
in late 2016. An existing building
in Montreal’s business district will
be transformed into the 120-room
hotel, complete with event spaces, a
restaurant, a rooftop bar and a pool,
plus 70 residential units…Mississauga, Ont.-based Silver Hotel
Group has acquired the Radisson
Suite Hotel Toronto Airport from
Mississauga, Ont.-based InnVest
REIT for an undisclosed amount…
McLean, Va.-based Hilton Worldwide announced initiatives to stop
buying from suppliers who use cages
for egg-laying chickens by December 2017 and stop using suppliers
who employ gestation crates for
breeding pigs by December 2018…
Choice Hotels Canada, based in
Mississauga, Ont., opened two
new hotels in April: the 124-room
Quality Inn & Suites in Mississauga
and the 55-room Comfort Inn &
Suites in Campbell River, B.C…
Calgary-based Clique Hotels &
Resorts has opened Hotel Clique
near Calgary International Airport.
The 103-room property offers LED
TVs, Keurig coffee makers and a
complimentary 24-hour airport
shuttle…The Courtyard St. John’s
Newfoundland has completed
a $2-million overhaul of its guestrooms and public spaces. The hotel’s
new restaurant, Fish Bowl, specializes in local seafood and boasts
harbour views…The Saskatoon Inn
& Conference Centre has unveiled
refurbished guestrooms, public
spaces and meeting rooms. Three
boardrooms, seven guestrooms and

a communal breakout area have also
been added…The former Quality Inn,
Castlegar, B.C. has been converted
to the Canadas Best Value Inn &
Suites…Toronto-based Realstar
Hospitality has debuted the 99-room
Days Inn – Whitehorse, a franchised
property managed by Halifax-based
Holloway Lodging Corporation.

People
Christopher Lund is the new regional VP and GM of Toronto-based
Skyline International Development’s hospitality arm. Raymond Zar
is also the new SVP of Hospitality
& Vacation Club…Vince Ambrico
is the new director, Global Sales
Canada for Choice Hotels Canada
in Mississauga, Ont. His new team
includes Brian Vaughan, global
account manager; Heidi Fleming,
global sales manager, West; and
Heather Blackburn, regional sales
manager, Atlantic Canada…Atul
Patel is the new GM of the Four

COMING
EVENTS
May 13-15: Hospitality Design Conference
and Expo, Mandalay Bay, Las Vegas.
Tel: 240-439-2982; email:
hospitalitydesign@experient-inc.com;
website: hdexpo.com
May 26-29: Rendez-vous Canada 2015,
Scotiabank Convention Centre, Niagara
Falls, Ont. Tel: 613-238-4080; email:
rvc@rendezvouscanada.travel; website:
rendezvouscanada.travel
June 15-18: HITEC 2015; Austin
Convention Center, Austin, Texas. Tel:
512-220-4017; email: danielle.earp@
hftp.org; website; hftp.org
July 25-29: Global Business Travel
Association 2015, Orange County
Convention Center, Orlando, Fla. Tel:
888-574-6447; email: kdavis@gbta.org;
website: gbta.org

FOR MORE EVENTS,
visit http://bit.ly/Hotelierevents
CORRECTION

The address of GUPM
Construction Managers is 35 Crawford Cres.,
P.O. Box 116, Campbellville, ON, L0P 1B0. The phone
number is (866) 353-GUPM (4876). Incorrect information
appeared in Hotelier’s March/April Buyer’s Guide issue.
We apologize for the error.

The New Pass-Through Dishwasher
for Spotless Results

hoteliermagazine.com

Outstanding Cleaning Performance, Efficiency, Innovation
• Extremely fast cycle time of just 50 seconds per load
• Wash up to 1296 plates per hour
• High-temperature sanitizing at 85°C
• Engineered and tested for at least 400,000 cycles
Info: 1-888-325-3957
www.mieleprofessional.ca
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Points by Sheraton Toronto Airport
in Mississauga, Ont. He previously
held the same role at the Comfort
Hotel Airport North in Toronto…
Gopal Rao is the new VP of Sales
& Marketing for Mississauga, Ont.based Westmont Hospitality Group.
He recently returned to Canada
following a two-year assignment in
India as regional VP for Denham,
U.K.-based InterContinental
Hotels Group…Philip Mondor is
the new president at the Ottawabased Canadian Tourism Human
Resource Council. He joined the
organization in 1996 and wa SVP for
14 years. Mondor replaced Wendy
Swedlove, who retired in March…
Ken Gruber, director of Marketing
for the Chelsea Hotel in Toronto,
has been appointed chair, Board of
Directors for the Downtown Yonge
Business Improvement Area…The
McLean-Va.-based Hospitality Sales
& Marketing Association International has announced its America’s region Board of Directors. Rob

A LUXURY SUITE OF
HOTELS IN CANADA.
For over 50 years, Oxford has
led the Canadian marketplace in
service and scale. Oxford owns
a collection of luxury hotel and
resort properties across Canada
which represent some of the most
renowned experiences the country
has to offer and which are located
in some of the country’s most
treasured locations.
www.oxfordproperties.com

Torres, managing director of Travel
at Google, begins his second year
as chair; Jeff Senior, EVP & chief
marketing officer at Fairmont Raffles
Hotels International, is the new
chair elect; and Marina MacDonald,
chief marketing officer of Red Roof
Inn, is the new vice-chair.

SupplySide
New York City-based Expedia has
invested US$270 million in Decolar.
com, an online leader in the Latin
American market, to give Expedia
hotel partners more access to travellers in Latin America and around
the world… The team behind HotelTonight, an app for last-minute
hotel bookings, has opened its first
Canadian office in Toronto. The app
serves 14 Canadian markets, including Quebec City, Montreal, Ottawa,
Calgary, Edmonton, Victoria and
Vancouver…Jani King Canada, based

in Coldbrook, N.S., has launched a
new campaign promoting disaster
preparedness. The program encourages Canadians to create emergency
plans and the company will donate
$20 for every #JaniKingPledge post on
Facebook and Twitter…East Setauket,
N.Y.-based Islandaire has announced
the Dr. Ptac option is available in the
EZ Series DR product line and in the
EZ Series VR (vertical unit) to eliminate mould, mildew and odours…
Redwood Shores, Calif.-based Oracle
has launched the Micros Workstation 6 POS terminal. It works
in concert with mobile, cloud and
social media to deliver content across
multiple sources. It also shares digital
content, such as training videos,
guest recommendations and special
promotions…Claudio Baldinelli
has been promoted to VP of Sales,
Canada at Menomonee Falls, Wis.based Alto-Shaam. He will expand
sales and business development
across the country.

WHERE
INNOVATION
MEETS
OCCUPANCY.

Powered by InterContinental Hotels Group (IHG®), the Holiday Inn® brand family
accommodates guests needs for all stay occasions, and the strength of the revolutionary
Holiday Inn brand name attracts more guests than any other hotel around the world
which drives more stays and repeat stays for owners.

Develop your next project with us.
As leaders in the hospitality industry we have a solid understanding of owner and guest needs.
Contact us today: 1.866.933.8356 I development.ihg.com I development@ihg.com

©2015 InterContinental Hotels Group. All rights reserved. Most hotels are independently owned and operated.

INVESTMENT
ROUNDTABLE

INTERVIEW BY ROSANNA CAIRA
PHOTOGRAPHY BY ROBERT KARPA

SHOW ME

HOTELIER AND STARWOOD HOTELS & RESORTS HOST

Hotelier: What type of year was 2014
for hotel investment in Canada?
Marc-Aurèle Mailloux-Gagnon:

Most of our clients did very well in
most markets in Canada, except in
northeastern Quebec where the lower
mining activity impacted clients.
Carrie Russell: It was a very strong year.

A good year to us is one where we have
a lot of feasibility work, in addition to
our base of appraisal business. So when
there is transaction activity, and there’s
people developing, and then the
regular refinancing and availability of
debt, we tend to do well. We had a lot
of feasibility work in Alberta last year.
Ayaz Kara: 2014 was a great year. We

opened both our hotels last year.
Allison Reid: We had a really strong

year in North America and around
the globe. We almost had our highest
signings since 2006 — that was the
high-water mark for the last cycle.
When you look back a couple of years
from now, last year, hopefully this year
and next year, will be the high-water
marks; they will surpass 2006 with
actualized room production.
John O’Neill: It was a successful year on

three accounts: with our investment
partners, our real-estate investment
trusts and our public company partners.
We accessed the capital markets in
Canada twice, and so it’s been favourable for hospitality investment. From
our management company side, we grew
by about 40 per cent. We went from
about 4,200 rooms to 7,000 rooms in
2014. And, then the most important
thing, how did the hotels do? There are
always markets that suffer, but overall
we’re looking at RevPAR growth north
of six per cent in North America.
8
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THE PANEL (from l to r) Rosanna Caira, editor and publisher, Hotelier magazine; Scott Duff, senior director development
SVP, Colliers International Hotels; Carrie Russell, managing director, HVS; John O’Neill, president and CEO, O’Neill Hotels

Scott Duff: It was a good year for us in

Tom Andrews: We sold 40 hotels last

Canada. From a performance point of
view our full-service hotels made their
budgets last year, [and there’s been
a] great increase on RevPAR index,
for our select-service hotels. That’s
continued to climb year over year.
We had a few new-build projects in
Western Canada that are still proceeding, which is great from a construction
point of view.

year, which is a record for our company.
And we think 2015 is going to be a busy
year. The highest yardstick we have had
before is 32 sales but typically, it’s 20 to
25 across Canada.
Hotelier: How many brands and properties does your company have? John, in
your case, why do you have more properties in the U.S. than in Canada?
hoteliermagazine.com

THE MONEY

THIS YEAR’S INVESTMENT ROUNDTABLE IN VANCOUVER

- Canada & Alaska, Starwood Hotels & Resorts; Marc-Aurèle Mailloux-Gagnon, director, Corporate Financing, Business Development Bank of Canada; Tom Andrews,
s & Resor ts; and Ayaz Kara, CEO, Prestige Hospitality Inc. Missing from picture: Allison Reid, SVP, Development & Acquisitions, North America, Starwood Hotels & Resorts

JO: Up until 2010 our company was

focused completely in Canada, but
everyone knows what happened in 2008.
The U.S. market and valuations and
results were harder hit than Canadian
properties, so [it’s about] opportunity. In
2009, we started to germinate an idea
that if we were going to grow, then the
U.S. was the best place to do it. The
dollar was at par in 2009, and even
dabbled above par for a while, and the
hoteliermagazine.com

hotel valuations were very low, so it was
all about raising money to get into the
U.S. market to buy assets and grow our
management company. It started in 2010
where we raised money through private
means and dabbled into the U.S. market
for the first time.
Right now, with our 63 properties, we
own a brand called Oak Tree Hotels,
and we have 38 units in 25 states. We
build them, we buy them and we focus

that brand on the highway traveller and
the commercial traveller but primarily
freight-train crews and support crews. We
have another 25 properties in the U.S.;
they’re all branded: 11 Hiltons (nine
Hampton Inns and two Embassy Suites),
nine Marriotts, four IHG properties, one
Choice (Sleep Inn), two Westin hotels
in Vancouver and Whistler, all brands,
and in the U.S. we are focusing on the
mid-market select-service.
MAY 2015 HOTELIER
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of oil, while it hurts resource markets,
is helping other parts of the country
— tourism is doing better; the resort
markets are doing great.
MMG: From a lender’s standpoint, we

expect a slowdown in northern Alberta, secondary and tertiary markets,
eastern B.C. a little bit and Saskatchewan. As Carrie says, other markets will
benefit from this, especially from the
lower Canadian dollar. U.S. tourism
should go up. Overall, I don’t think it’s
going to be a great impact, but we have
to watch certain markets.
TA: From an investment point of view,

AK: We have a Hampton Inn and

a Homewood Suites at the Calgary
airport. We opened the Hampton in
December 2013 and the Homewood
Suites opened in April 2014, and we’re
working on the final drawings for our
full-service Hilton and Conference
Centre. It’s a great project —
 366 rooms
on top of the 257 we already have, and
we’re doing a 50,000 sq.-ft. conference
centre attached to it, with all three
properties linked together.
We are bullish on the Calgary
market. We started an opportunity
fund; we have our own capital company
where we raise money for ourselves.
We’re raising $50 million to acquire
assets in major centres around Canada
and the U.S., and we want to grow that.
SD: We’ve got close to 70 hotels in

Canada. That’s across seven of our
nine brands here. Our largest brand in
Canada has been Four Points by Sheraton; we’ve got 27 open and operating
10
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with another nine in the pipeline.
Starwood as a company skews to
the upper upscale and luxury side of
things — 80 per cent of our distribution falls into that category, with the
remainder on the select-service side,
but that’s going to shift as we continue to build momentum on brands
like Aloft and Element. We will have
close to 100 Aloft hotels open this
year in about 26 countries. We have
three in Canada, including our first in
the west, which opened in Calgary in
the spring of last year; that was a very
dramatic conversion.
Hotelier: How do you think the state of
the world, the global oil issues and its
effect on Western Canada will impact
the hotel industry over the next year?
CR: First and foremost, lenders are

coming back and re-evaluating projects
— updating work that was done in the
last couple of years — to get an idea
of the new state of the environment.
It will slow down the pace of development in the resource markets, primarily
Alberta and Saskatchewan. There are
developers that see this as an opportunity, because things were getting
overheated and development costs were
very high. Long-time developers in the
province will see this as an opportunity
and proceed with their projects. Others
will shy away, because they just don’t
have the depth of knowledge of the
market and the ability to finance the
same way. That said, the lower price

this year’s price for the Hotel Vancouver would be the same as it’s going to
sell for 12 months out. It’s not going
to impact the value of hotels. There’s
so much demand now for foreign
investors coming in to try to pick off
our assets. [We] can’t quite get them
over to Alberta for now; there’s some
reluctance there. The impact is going
to be regional. It’s not going to impact
Toronto or Montreal.
AK: We see occupancies getting better,

but our ADR is going down, because
there is a lot of competition. People
are starting to panic, because they need
to capture more [business]. Hoteliers
are worried about the rest of the year.
They’re saying, ‘As long as we retrench,
and there’s opportunities, we need to
make sure that it’s cyclical,’ especially
in Alberta, because we really haven’t
seen a downturn in a long time. Even
in 2008 it was short-lived, and the rest
of the country felt it. If you go forward,
most hoteliers will benefit from this,
with construction costs coming down a
bit. It’s going to be an interesting year,
especially in the later half. I was at a
luncheon with the premier of Alberta,
and their forecast for the next five years
is $60 to $65 [for] oil. They’re also
looking at how Alberta can survive on
those kinds of dollars. If you wait it out
a couple of years, we’ll all be fine.
JO: There’s always going to be factors

that affect regional markets, whether
it’s the price of oil, currency or interest
rates. Something that will affect the
hoteliermagazine.com

whole industry, like a terrorism event,
that’s when we really have to stand up
and take notice. But a drop in the price
in oil will have positive effects in resort
markets or drive markets, so there’s
always opportunity. The lesson for me as
an operator is not to be too focused in
one market.... As long as you’re diversified, it balances out.
Hotelier: How is 2015 shaping up?
CR: It’s market specific. Vancouver is

going to have an exceptional 2015; it’s
a great convention year in the city, it’s
benefiting from the inbound Chinese
travellers, the U.S. market. The resort
markets seem to be off to a great
start. There’s going to be challenges
in Calgary in terms of new supply
and softening in demand. Edmonton
will be the same. Lots of oil and gas
markets will be soft. As we move across
the country, southern Saskatchewan
will be soft, Saskatoon not too bad,
Winnipeg flat, and then [it gets] better
when you get into the eastern markets.
A good year in Toronto, should be a
good year in Montreal, likely Quebec
City, flat in the Maritimes. I don’t
think the shipbuilding contract has
shown the full effect in Halifax yet,
but it’s partially a supply issue. Eastern
Canada is going to be stronger than
Western Canada given that Alberta
won’t be driving things this year.
MMG: We see a very strong year ahead

for Central Canada, especially Toronto
and Montreal. For many years there,
the supply growth was much lower than
demand growth, so those markets will
have reached functional capacity and
negative supply growth, so we expect
great performance in those markets.

JO: Right now new supply is ticking

CR: Extended-stay is another area

away at one to two per cent, and it
hasn’t had a negative impact on the
growth of our industry, but that will
change. For 2015, not a big concern,
but I will echo the comments about
average rates. It’s a huge issue for
us. From an industry point of view,
average rates have not grown in
Canada like in the U.S. As an
industry we have been a little shy
about charging appropriately for our
product and our services, but costs
have continued to grow quicker than
our rates. It’s still shocking. Some
average rates in some of our western
Canadian properties are at or below
the levels they were a decade ago,
and there’s no reason for it other than
operator confidence.

we’re starting to see grow — the
mid-scale extended, the TownePlace
Suites, Home2 Suites, the dual branding of hotels [is also big], putting a
limited-service plus and extendedstay together.

AK: I agree with John. The first thing

hoteliers do is panic and drop rates. You
need to hold on and say ‘No, I’m not
going to do that.’
Hotelier: Which segments will see
the most growth?
SD: The select-service side is where our

bread is buttered. They are a lot easier
to finance, they are a lot more likely to
get built, they don’t have a residential
component required to get things done
and they are a lot more attractive
to lenders. There’s a lot more places
you can put these hotels. That’s why
you see, for example, the Four Points
brand growing, because it’s very adaptable for new builds and conversions.
It’s quite scalable to be sort of a mini
full-service hotel when it needs to be
and more of a streamlined model when
it makes sense as well.

AK: You can play on the hotels. For

example, if limited-service is doing
very well, you can look at ways to
oversell it and try to upgrade people.
It gives you lots of flexibility when
you have properties that are joined
together with that model.
JO: Select-service has been a big

growth area. Extended-stay has still
not seen that growth in Canada, but
you will see a big explosion in the
extended-stay product because of the
risk-averse capital that is driving that
market…. It’s less risky and requires
shorter roads to stabilization and ramp
up. A four-star resort may take four
years to ramp up. Extended-stay can
be stabilized in 45 days if you’re in the
right market. If you follow that money,
you hit your numbers in year one or
two instead of year four or five.
CR: That’s one of the most surprising

things for me in the Canadian hotel
industry, how long it’s taken Canadians to grab onto the extended model.
AK: It’s partly due to the mixture of

owners and operators in Canada….
They don’t want to take too much
risk. There are very few extended
players. You need to get out of that
comfort zone. Our extended-stay
has been open less than a year, and

AR: In 2015, we are starting to see

luxury coming back. We’ll have some
luxury signings. So the question that
SD: One of the things we’re hearing
always comes up is what happens with
from our hotels in Alberta, from fulltraditional full-service hotels, because
service properties in Calgary and
those have been the laggard. There’s
Edmonton, is transient pace is off there, been a barbell approach with selectand even large corporate contract groups service, and now luxury is coming
are coming back and wanting to renego- back and independents. It’s going to
tiate what their 2015 rates were. That’s
be interesting to see what happens
where the biggest impact is going to
with full-service hotels and how they
be for us.
reinvent themselves.
Hotelier: Are rates improving?

hoteliermagazine.com

MAY 2015 HOTELIER

11

even now we’re running at 84 per
cent. The numbers make sense at
that point. We’re doing 70-per-cent
occupancy in the longer than four
nights. Our average is 3.1 days.
It’s great.

SD: You talk about why it has taken

so long to do that. If you look back
there was a time when there weren’t
a lot of Hampton Inns in Canada or
even Holiday Inn Expresses. There’s a
hierarchy of brands that will go into a
market. So, if you’ve got a town that
has not seen new supply in 20 or 30
years, the first thing you are going to
build is not going to be an upscale
extended-stay product. If there was
one branded hotel it was likely a Best
Western, if there were two, it was
a Super 8 then a Travelodge, or a
Comfort Inn and then Hampton Inn,
Holiday Inn Express. When you get
that build up you start looking at a
differentiated product.
JO: To clarify, that’s the next wave, the

Home2, or the extended-stay, but I’m
also talking about real extended-stay.
Value Place Inns, for example, has 200
12
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units in the U.S. with an average stay
of 32 nights. That’s really extendedstay. There’s a market for people
relocating. When I talk about extended-stay, I talk about that opportunity
in Canada, because the U.S. market
has clearly found it.

Hotelier: So how important is
branding today?
JO: I’m a huge believer in branding. I’m

not a fan of the soft branding collection. It’s like being half pregnant. You
need to be all in, embrace everything
that brand has to offer, whether it’s a
Hotelier: What are some of the biggest Hampton Inn or a full-service Westin.
challenges you face as operators?
It’s [about] an emotional connection
with your staff, your building. That’s
AK: As a newcomer to the industry, I
why you have a brand. I don’t get that
see the Expedias having more impact connection when I’m in a soft brand,
and a bigger threat to the industry.
a collection. There’s a little plaque
behind the front desk and that’s it.
JO: While distribution has increased
due to the Expedias and Hotels.
Hotelier: Millennials are keen to stay
com, I go back to one of my earlier
in independent hotels. Will that be a
comments about average rate growth, big consideration moving forward?
or lack thereof. While I talked about
our lack of confidence, the other big
JO: That’s not a sustainable trend.
reason for lack of growth has been
Where’s the money? You gotta follow
the Expedias and Hotels.com. So on
the money. They don’t have the
one hand, the distribution has been
money right now; they might in 15
nice, but occupancy hasn’t risen.
or 20 years, but their aspirations may
It’s just another new player trying to
change. Yes, there’s a market for the
control the distribution. We’ve done
small independent, but I don’t think
all we can. We have more sophistithat’s a big growth market. Branding
cated yield-revenue management.
will never go away, and the luxury
The brands have done all they can by hotel market will never go away.
forcing their hotels, in a good way, to
offer the lowest-price guarantee on
SD: When people pay a lot of money for
Starwood.com, as opposed to someone something, they want something that
else’s [site], but as a consumer there’s
stands behind that as well — whether
so much choice, so we have to
it’s a warranty on your automobile
sometimes offer opaque deals. So, if
or the expectation that if I make a
we got $99, we don’t jeopardize our
room-service order, it’s going to come
rate integrity on a branded website.
in a reasonable amount of time. If I
All of that has gone to keeping our
have a problem with my stay, I’ve got
rates artificially low and also reduce
back-up to deal with it. That’s where
our profit margins. What’s the biggest brands are very important for people.
challenge? Absolutely OTAs and
There’s an expectation that is met, and
booking agents.
there’s something standing behind that.
There are great examples of completely
CR: Expedia doesn’t eliminate the need independent hotels, but you need such
for a brand in a lot of cases. That’s why a unique offering. I don’t think you can
we’re also seeing the soft branding —
get away from branding.
the collections, that you can plug into
and be part of their systems.
Hotelier: Are there too many brands?
How many more can we have?
SD: The collection type brands gives

people flexibility to do their own
thing, whether it’s from a design or
a service offering, but you still have
that global platform that someone
will benefit from: loyalty program,
central reservations.

SD: For our organization, we don’t have

very many at nine. That’s less than half
of what some have…. But there are
many where you would be hair-splitting
to define the differences. There are a
lot of people chasing certain segments,
hoteliermagazine.com

lifestyle, boutique. There is a massive
a night, and you’re not going to give
proliferation of hotels, and I don’t know me $5 Internet for free?
what the demand is.
SD: Beyond technology, mixed-use
JO: The big hotel companies need
development has become a big trend
to have more offerings, because their
in the last few years, often with
brand offerings are saturated in the
residential. There are certain brands
markets they are growing in.
that are going to be more complementary to a residential pairing than
Hotelier: What are the biggest
others. We just opened Element, an
trends impacting hotels?
extended-stay hotel here [in Vancouver] that has a huge residential
SD: Dual-branding, in some cases triple component. It’s not branded residencon a given site, allows you to attract a
es, but that’s what drove a big part
wide spectrum of customers. You can
of the economics. They would never
consolidate a lot of your management
have built an Element like that as a
requirements, but you’re not putting all standalone. In a similar vein, there’s
your eggs in one basket. And technolalso been amazing adaptive reuse of
ogy in hotels is changing all the time.
buildings — former offices or industrial space.
JO: Margins are challenged, because
average rate growth [is] not keeping
Hotelier: Where is the primary source
up with labour costs and operational
of funding coming from these days?
growth. You talk about technology
growth and the biggest one is the
CR: BDC is a big source of debt capital
mobile check-in. You can check in
for hotels, credit unions, regional
when you’re not there, choose your
banks. It’s still very limited from the
room, have a bar code, bypass the front big banks. We are seeing more lenders
desk and go straight to your room.
come in, like TransCapital.
Mobile check-in will be across the
brands in five to seven years. It takes
MMG: The fact that a lot of other
a lot of time. Some have embraced it
commercial real-estate assets are bringnow.… It’s a cost-saver. But it’s also
ing lower capital returns, like office
a service reducer. From an operator
buildings and multi-residential, will
point of view, that’s going to help a
attract investors and also lenders who
little bit. From a consumer point of
will benefit from a higher return. Now
view, it’s convenient…. It appeals to
we’re seeing more external lenders
the younger generation.
coming to the Canadian market. The
U.S. lenders are coming back more
AK: Going forward, you’re going to
strongly — Merrill Lynch, Bank of
see a mish-mash of catering to differAmerica, Wells Fargo. We’re also seeing
ent categories of people. That’s a big
lenders and investors from outside the
challenge. There is a lot of thought
U.S., mainly Asian lenders, German,
going into the lobby design and the
Aareal Bank, for example. The market
interaction that you have. Some people is in an upward trend, and this comforts
are looking at not dealing with people,
them. In 2009, you didn’t see many
but others look to mingle. Technology
U.S. banks flowing to Canada.
will be an opportunity to encompass that.
AK: I still find the Canadian banks are
JO: Wi-Fi is another trend. Three to
archaic. There are opportunities, but
five years from now it will all be free.
if you limit the growth it’s so difficult
It’s not a matter of if; it’s a matter of
because you have to raise your own
when. We better plan for that.
money and be your own bank.
AK: We need to embrace it. If we

JO: From the debt perspective, that has

try to hang on to these things it will
come back to bite us. I’m paying $300

changed for the good throughout North
America. There are many examples of
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banks and credit unions lending on very
good terms these days: low rates, good
term, interest-only provisions for three
or four years, so you can get a good start
on rejigging a property. We never saw
that previously. The debt markets are as
healthy as we’ve seen. The Canadian
banking system may be conservative, but
it saved us as an industry in 2008 and
’09. For me, that created the opportunity
in the U.S. in 2009 and 2010 because of
the Canadian dollar getting so strong.
MMG: Canadian lenders should be more

flexible in terms of financing…. Certain
sponsors should be sponsored more
aggressively. Yet we’re not doing it.
Hotelier: How will next year shape up?
AK: We’re very healthy in Canada. Debt-

to-equity ratio is very low. There are
huge opportunities. We’ve talked about
segments and pockets slowing down, but
overall it’s great going forward.
CR: There is good rate growth potential

and lots of opportunity for rate growth.
Resort assets and urban markets are
strong and healthy.
MMG: The fundamentals are great,

especially in downtown core areas like
Montreal and Toronto. U.S. tourists
will come here in higher numbers in the
next few years because of the dollar.
SD: The low dollar will also keep

Canadians at home.
JO: Slow and steady for Canada. This

industry has had more cycles in the
last 30 years … and we’ll continue to
have more.... There are a lot of brands
that aren’t represented in Canada.
That development pipeline is still
happening. Money is coming into
Canada, so there will be lots of activity in the next five years. We haven’t
priced ourselves out of the market yet.
There’s lots of room for growth on rate.
People will always find ways to build
products if there’s a need: conversions,
mixed-use development. u
Visit hoteliermagazine.com for video
clips from the investment roundtable
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INVESTMENT

IN HIGH GEAR
This year’s Canadian hotel investment landscape
is building on last year’s momentum
BY KARINA TOOME, CBRE HOTELS

C

DREAMSTIME.COM

anadian hotel investment is off to a robust start in 2015,
building on the momentum of $1.3 billion in trades last
year. Although investment activity fell short of historic
highs in 2014, Q4 ended strongly due to large-scale transactions such as the 366-room Park Hyatt Toronto ($105
million/$304,000 per room) and the 644-room Hyatt Regency
Vancouver ($140 million/$217,000 per room).

hoteliermagazine.com
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TRANSACTION ACTIVITY

Exhibit 1

Investment levels across all geographic markets, and particularly in Canada’s major urban centres, remain strong in
the first part of 2015. Preliminary transaction volume for
Q1 2015 is more than $600 million — almost triple
last year’s Q1 performance — due to plentiful and
inexpensive debt and positive operating numbers
on a national basis. As a result, several notable
transactions closed, including the 1,363-room
Fairmont Royal York ($186.5 million/$137,000
per room) and the 556-room Fairmont Hotel
Vancouver (price is confidential).
While transaction activity has continued
across the country in the first part of 2015 —
from the 172-room Best Western Plus Westwood
Inn in Edmonton ($26 million/$151,000 per room)
to the 113-room Quality Inn & Suites Bayer’s Lake
in Halifax ($7.1 million/$62,000 per room) to the
159-room Hilton Garden Inn Montreal Airport ($15
million/$94,000 per room) — investment activity remains
concentrated in Ontario. And, while approximately 54
per cent of Q1 2015 transaction volume occurred in the
province, 52 per cent of the national total was concentrated
within the Greater Toronto Area (GTA). (See Exhibit 1 for a
transactional volume breakdown by region.)
Nationally, commercial real-estate investment volume
across all asset classes, including hotels, reached $26.1
billion in 2014, slightly below 2013 ($26.8 billion), but
above the long-term average of $23.2 billion. Capital
markets in Canada have never been so deep, with domestic and global capital pursuing all sectors of commercial real estate from coast to coast. Real estate plays a
larger role than ever in many investment portfolios, and
hotels are increasingly part of the equation. Hotels will
be at the forefront of commercial real estate in the years
ahead as market fundamentals continue to improve and
stable pricing entices institutional quality product onto
the market. That said, Canadian commercial real-estate
purchases are expected to total $25.5 billion in 2015, slightly below last year’s total, as many investors also turn to new
construction and repositioning of current assets.
Per-room pricing in 2014 (approximately $97,000) was
25 per cent lower than 2013 due to the high percentage
of smaller deals that closed in 2014: 70 per cent of hotel
sales (25 per cent of total volume) were transacted below
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Downtown
Full-Service
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Suburban
Limited-Service
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FocusedService
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decline from previous quarter;

increase from previous quarter;

no change from previous quarter

the $10-million mark, representing hotels with an average
of 75 guestrooms. Western Canada led per-room pricing
at $130,000 (a 34-per-cent premium over the national
average), followed by Central Canada, which averaged
$79,000 per room (some 19 per cent below the national
average) and Eastern Canada, which reported approximately $64,000 per room (some 34 per cent below the
national average).
PRIVATE VS. PUBLIC INVESTMENTS

Private investors continued to account for the majority of
overall commercial real-estate activity in Canada in 2014
(45 per cent), mirroring the hotel sector where private
investors represented 75 per cent of hotels sold, with an
average deal size of about $5 million and 80 rooms. Interestingly, private investors only comprised 36 per cent of the
16
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Exhibit 3

2014 ACQUISITIONS - TEMPLE HOTELS INC. (AND RELATED ENTITIES)
HOTEL
LOCATION
ROOMS
DATE
PRICE
						

PRICE
PER ROOM

CAP
RATE

Nova Court

Yellowknife, N.W.T.

106

January

$21,680,000

$204,500

10.4

Days Inn & Suites Thunder Bay

Thunder Bay, Ont.

92

July

$13,250,000

$144,000

9.0

Days Inn North

Thunder Bay, Ont.

92

July

$13,250,000

$144,000

9.0

Radisson Plaza Hotel Saskatchewan

Regina, Sask.

224

April

$32,800,000

$146,400

11.6

Hilton Garden Inn Toronto Airport West

Mississauga, Ont.

152

August

$25,050,000

$164,800

8.7

TownePlace Suites by Marriott Sudbury

Sudbury, Ont.

105

August

$18,000,000

$171,400

10.1

771		$124,030,000

$160,900

10.0

TOTAL/AVERAGE		

total volume (or dollar amount). Private investors remain
risk-tolerant. With financing at historically low levels and
the availability of product, it seems unlikely their appetite
will diminish through 2015.
Meanwhile, publicly traded hotel companies/REITs
continued to acquire hotels in 2014, accounting for 21
per cent of total transaction volume. In particular, Winnipeg-based Temple Hotels Inc. continued its cross-Canada
expansion, purchasing six hotels for an aggregate price of
approximately $124 million (see Exhibit 3).
But REITs were also committed to re-balancing their
portfolios in 2014, disposing of approximately $175 million
in non-core assets. Since announcing its strategic plan in

early 2013, Mississauga, Ont.-based InnVest REIT has been
highly active, divesting 19 hotel assets — such as the Quality Suites London, Holiday Inn Mississauga Toronto West
and more than a dozen Comfort Inns in Ontario, Quebec
and Atlantic Canada in 2014 — and acquiring the Hyatt
Regency Vancouver in December. The company has also
identified another seven hotels for disposition in the near
term, though details remain confidential.
NON-TRADITIONAL BUYERS

Non-traditional hotel buyers were also active in 2014,
accounting for 15 per cent of total transaction volume.
Nine hotels were acquired for re-development or alter-

Q4 2014 HOTEL CAP-RATE SURVEY
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native use (student residences, seniors’ residences and
rental apartments) in Quebec (Quebec City, SaintHyacinthe and Montreal), Ontario (Brampton, Kingston and Ottawa) and B.C. (Vancouver and Burnaby).
These conversion opportunities generally result in premium pricing, and by reducing inventory within a market,
strengthen existing operating fundamentals.
THE 2015 OUTLOOK

Although the plunge in oil pricing has changed the
economic position across the country, the investment
outlook remains positive.
While tighter construction and acquisition financing in Alberta (and to a lesser extent Saskatchewan)
will restrain investment activity in the near term, there
is long-term confidence in resource-based markets, and
strategic investments remain attractive. Committed sellers
in these markets will find buyers in existing hotel owners
who understand the oil- and gas-driven marketplace and
are looking to grow their portfolio. The momentum of
capital will also shift back to Central Canada. A more
stable economic outlook in Ontario and Quebec will
support existing liquidity and robust investment activity,
particularly in the GTA, as evidenced in Q1 2015.
Since a select group of owners are re-examining their
portfolios or exiting the sector altogether — getting rid of
non-strategic assets and/or estate planning — we antici-

Drake Devonshire

Prince Edward County

Photography: Kayla Rocca

pate a steady stream of quality assets will come to market,
which will be met by a healthy supply of investment
capital. In addition to the usual domestic and American
buyers, mainland Chinese and Europeans represent a small
but growing portion of hotel investors in Canada.
Capitalization rates remain at an all-time low, fuelled by
low interest rates and strong investor demand. Cap rates
have stabilized in the East, with the exception of Montreal, which witnessed a decline in Q4 2014 due to a correction over the prior year to bring its rate spreads more in
line with other major Canadian markets. With falling oil
and gas prices, investment activity and new development
has slowed somewhat in Calgary and Edmonton, making
it too early to assess the impact on capitalization rates,
especially if this is a temporary downturn. (See Exhibit 2 on
p.16.)
With affordable, readily available capital, strong interest
for quality assets and long-term confidence in Canadian
commercial real estate, we anticipate year-end 2015 hotel
transaction volume to exceed the $1.3 billion achieved
in 2014, reaching $1.5 to $2 billion. It looks like 2015
promises to be another active year in the hotel sector. u
CBRE Hotels is a commercial real-estate brokerage firm,
specializing in hotel sales, consulting and advisory, with offices
in Toronto, Calgary and Vancouver. Karina Toome (karina.
toome@cbre.com) is a financial analyst in the Toronto office.
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ONWARD AND UPWARD
Hotel investment insiders are bullish about the year ahead
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espite some economic slowdowns in parts
of the country, hotel investment activity is
continuing on the upward trajectory that
began in 2013. “The hotel market typically
runs in a three- to five-year cycle. We’re
coming through one of those now,” says Brian Flood,
VP, Valuation and Advisory Services for CBRE Hotels
in Toronto.
Investment activity was very strong in 2014, confirms
Monique Rosszell, managing director, HVS in Toronto. Last year saw a total transaction volume just shy of
$1.5 billion. “It wasn’t as active as 2013, which was a
stellar year with $2 billion in transactions, given the large
Starwood Westin portfolio purchase. At the same time,
however, activity in 2014 was much higher than the
recent five-year average,” she says.
hoteliermagazine.com

Investment activity has been in high barrier-to-entry,
diversified markets such as Vancouver, Toronto and
Montreal. “The bigger markets have really performed.
There have been a lot less rooms on the market, which has
helped downtown hotels bump up occupancy,” Flood notes.
And, Toronto’s strong performance should continue this
year thanks to this summer’s Pan Am Games, Flood adds.
Vancouver also had a very strong 2014, which is expected
to continue this year.
Key factors contributing to ongoing activity are the
overall strength of the economy and the decline in the
Canadian dollar. “That’s really benefiting some key
markets, especially southern Ontario, Vancouver and
Montreal to a certain extent as well,” Flood says of the
destinations that attract tourists to hotspots such as
Niagara Falls, Ont.
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Alternatively, Flood speculates that, while the Rocky
Mountains will continue to gain steam as a tourist
attraction, Alberta and Saskatchewan could experience
contraction due to the downturn in energy-related activity. “We’re not seeing it yet, but it will happen later in
the year. Whether it will be short- or mid-term will be
anybody’s guess. However, Saskatchewan is a bit more
diversified with its strong agriculture and mining [sectors],
so [it] may not feel the same impact,” he says.
The softer markets will be smaller, low barrier-to-entry,
undiversified areas, particularly those that depend on oil
and gas or mining exclusively and have significant new
supply. “When you have low barriers to entry, it’s easy for
new hotels to come into the market. We’ve seen a lot of
that. However, we’re already hearing about projects [in the
West] being put on hold as they wait to see how things go.
Projects in smaller markets can stop on a dime, so expect
to see postponements,” Flood says.
The bulk of the growth continues to be in the
mid-scale, focused-service segment at hotels such as
Fairfield Inn & Suites by Marriott. “There we will see
both new builds and conversions,” Flood says. “DoubleTree [by Hilton], for example, has made a pretty big
splash on the conversion front and will continue along
that line as older assets are rejuvenated. It makes a great
deal of sense in urban markets, because it’s cheaper to buy
an older, run-down hotel and convert it into a quality
asset versus a new build. That’s very attractive from an
investment standpoint.”
Meanwhile, Ottawa and Montreal have had many
underperforming properties converted for a new use.
“Last year Montreal lost about 1,500 rooms and Ottawa
[lost] 1,000 to student housing,” HVS’s Rosszell says.
“This often occurs when hotel owners don’t want to put
in the large amounts of capital required to bring properties up to standard to compete. Older properties have
high fixed expenses.”
On the new-build front, investment activity in
select-service properties in downtown cores has been
non-existent. Even the 567-room Delta in downtown
Toronto that opened in December was the first standalone
new build, full-service hotel in downtown Toronto in 25
years, Rosszell notes. “The land is too expensive. Any new
supply has been condo hotel development: the ShangriLa, Four Seasons, Trump Toronto and The Ritz-Carlton,”
she adds.
One positive trend that will continue into 2015 is the
availability of capital for transactions. “There is no shortage of debt capital coming into the hotel market,” Flood
says. “There are more lenders than there were a year ago.
Credit unions and BDC (Business Development Bank of
Canada) are still very active, while interest from chartered
banks has increased. On larger, meatier transactions we’re
seeing more U.S. and offshore lenders.”
The relative strength of the Canadian economy and
low dollar are behind the inflow of international capital,
including from Asia. “The low dollar is helping foreign
hoteliermagazine.com

investors seeking cheaper assets,” Rosszell says. “A lot of
potential international institutional investors are looking
at larger portfolios, which has contributed to overall
pricing as well as volumes. U.S. insurance companies are
also getting back into the game. On the smaller properties,
credit unions are being very competitive in their rates.”
Transactions worth more than $50 million represented more than 25 per cent of the market activity in the past year, with B.C. leading the country
in terms of per-key prices at $121,000, compared to
Alberta at $105,000 and Ontario at $95,000. “Quebec
is lower because of the number of properties purchased
for redevelopment,” Rosszell says of the province that’s
attracting $49,000 per key.
During the past year, Vancouver and Toronto have
posted similar stats, including RevPAR, occupancy and
ADR. In 2014, RevPAR in downtown Vancouver was
$131.65 at 74-per-cent occupancy and $177.96 ADR.
“This was neck and neck with downtown Toronto at
$131.23 RevPAR, a 74.3-per-cent occupancy and
$176.55 average rate,” Rosszell says. “In 2013, RevPAR
for Vancouver was at $119.70 and Toronto at $125. In
other words, while Toronto saw a five-per-cent increase,
Vancouver had a 10-per-cent increase, as it is benefiting
from strong growth in Asian demand.”
Flood projects that, while overall numbers are strong,
2015 will see a shift in momentum from west to east.
“Whereas western markets have done phenomenal-

ly well over the last four to five years, some are now
lagging and eastern markets are doing well. In fact, one
of the strongest markets last year in terms of growth was
Windsor, (Ont.), which showed 15.5-per-cent RevPAR
growth in 2014,” he says, pointing out a strong area of
growth in Ontario.
While Calgary will see 9.3 per cent more new rooms
this year, the low oil prices and less-aggressive employment
atmosphere will make it challenging for the market to
absorb. “Over 1,000 rooms are coming into the market this
year alone, followed by another 700 next year and another
1,000 a year after that. That’s a tremendous amount of new
supply that will put upward pressure on rates and drive
everyone to renovate to compete,” Rosszell says.
The good news is lower oil prices and a stronger U.S.
economy are supporting hotels’ bottom lines. “Utility
costs go down, manufacturing improves and more people
travel. That pushes up hotel demand. While it’s hurting
Alberta, it’s benefiting regions in Eastern Canada,”
Rosszell explains.
She predicts another hot market this year, as institutional investors look for strategic buys. Indeed the
market is hot, with Hilton’s recent acquisition of the Delta
Meadowvale. “We’re seeing a tremendous amount of interest in properties on the market because of their strong
performance, such as the Novotel in Mississauga, (Ont.)
and the Fortis portfolio out of St. John’s, (N.L.), which
includes 23 hotels. These properties will sell this year.” u
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CAPEX

STAYING ON TOP
Keen attention to capital expenditures and repair strategies at hotels gives operators a competitive edge
STORY BY LAURA PRATT | ILLUSTRATION BY JEM SULLIVAN X
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hen Elizabeth Taylor returned from maternity leave to her post as GM of the Courtyard St. John’s in Newfoundland this past
January, she barely recognized the place. “It
looked completely different,” she recalls.
The hotel had undergone a dramatic transformation,
including the renovation of 58 guestrooms (the other 28
had been revamped in 2012), corridors, as well as new
carpeting, wall vinyl, lighting and signage. Additionhoteliermagazine.com

ally, all the public spaces — including meeting rooms, the
fitness centre, the lobby, and the restaurant and bar area
— had been updated. The Courtyard, which keeps a fourper-cent furniture, fixtures and equipment reserve, had
undergone its first brand-mandated refresh.
The $2.5-million project introduced public-space
alcoves for private meetings and a more refined colour
palette of blacks, greys and warm browns. “Our product
was beautiful when it was done,” Taylor says.
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Maintaining an ongoing investment in a property’s upkeep
is the cost of participation in the hotel game these days.
Whether it’s motivated by the brand, investors or lenders,
attention to capital expenditures (capex) is more essential
than ever, since today’s guests expect the best.
Still, the parameters of capex were unexplored for a
surprisingly long time, and so it languished as an undefined
obligation to which hotel operators had to adhere. But that
changed in 1995 when the Atlanta-based International
Society of Hospitality Consultants (ISHC), a worldwide
organization of hospitality specialists, conducted the industry’s first capex study.
At the time, hotel owners were allocating two to three per
cent of annual revenue towards property upkeep, but there
was no single accepted standard. When the ISHC study was
released, it revealed that the stash should be closer to six per
cent. “It was an ‘aha’ moment,” says Jonathan Nehmer, president and founder of Maryland-based architecture, project
management, design and construction firm JN+A.
Hotel renovations can be divided into two broad categories:
repair and maintenance (R&M) and major renovations —
though the line between the two can blur, cautions Nehmer.
Typically, the first serious burst of restorative attention
(or R&M) should take place when a property is between
five and seven years old. It’s at this point that a so-called
soft-goods renovation is recommended. Here, vinyl wall
coverings, window coverings, carpet, bed linens and lighting are addressed.
When a property has been open for 10 to 12 years, a more
involved restoration is necessary. That’s when furniture, case
goods and upholstery should be replaced, the bathroom needs
renovating and/or the exterior requires attention. “If you’re
doing it right, you’re constantly doing preventive maintenance on your hotel to make sure it lasts as long as possible,”
says Nehmer.
The 31 properties owned by Bethesda, Md.-based Urgo
Hotels and Resorts receive a partial renovation every five
to seven years. “And we tend to do it earlier than later,”
says Serge Primeau, VP. “We always want to make sure we
maintain an edge on our competitors. When you get to the
end of a decor or furniture package’s life cycle, your product
will look aged. We don’t want to get there.”
The ISHC’s most recent study in 2014 reveals that hotel
operators should be setting aside 12 to 13 per cent of their
annual revenues for a combination of capex and R&M. This
number reflects all properties, not by tier. Consider a hotel’s
service type in setting aside these provisions, advises Nehmer.
Select-service and extended-stay hotels have relatively
similar capex needs, but full-service is different. “A fullservice hotel has more moving parts, a lot more public areas,
usually a lot more infrastructure, and it will need more,” adds
Nehmer.
Bear in mind the newer the hotel, the less capex it requires.
As such, if a buyer is considering purchasing a property for
conversion or renovation, he needs to think about its age, as
well as how much R&M it’s had over the years. “A property
that’s been maintained ages better than one that’s been let
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go,” says Nehmer. “TLC goes a long way in a hotel.”
The importance of ongoing maintenance cannot be
overstated, echoes David Oliver, SVP of Dundee 360, a
Montreal-based hotel owner and developer. “You can extend
the life of everything, from a pipe in a boiler to your roof.”
Still, hoteliers often take short-term measures to renovate
their property thinking they’ll get back to it — and then they
don’t. “Moisture gets in and you have further damage and
cost. Best to fix it once and fix it well.”
In a conversion situation, the brand typically presents
a new owner with a Property Improvement Plan (PIP),
which sets out a schedule for material refreshments and
sometimes includes requests for items that were deferred
by previous owners.
In other cases, a change of ownership will stimulate a call
for new brand initiatives that are outside the normal renovation time frame. “We’ve seen that a lot lately,” says Nehmer,
“where hotel brands have reinvented themselves with new
public areas and guestroom prototypes, and they’re trying to
implement them as quickly as possible so the general public
sees the new [look].”
Nehmer counts an under-appreciation for lead times among
the biggest mistakes operators make on this front. Depending
on whether it’s a partial or full renovation, and whether it’s
a custom or prototypical design, owners should consider the
18- to 22-week delay it takes between ordering and delivery of
case goods and furniture, much of which comes from China.
“You need to plan ahead,” says Nehmer, who adds that owners
often put off renovations for as long as possible and then have
to rush the job to squeeze it in before a busy period.
“You want to be renovating when it has the least impact
on your operations,” says Urgo’s Primeau. In a resort property, that means starting the work in the slow season; urban
properties without peaks and valleys should be renovated
during a period of lower occupancy to minimize the impact.
Ideally, a hotel refresh is completed in phases, a floor or two
at a time.
Today’s sophisticated consumers know the current trends.
“Ensure that the work you do meets market needs and
enhances the business plan,” Oliver explains. That means
making sure the revised asset includes signature items that
differentiate the property, drive value and will stand the
test of time.
Pulling that off has a lot to do with communication. “You’re
renovating a hotel that’s open 365 days a year, and there
are no downtimes,” says Taylor. The trick to keeping
the chaos away from guests, she feels, is to encourage the
front desk, housekeeping and maintenance departments to
stay connected.
“If you give yourself enough time to do the job, your costs
will go down and your quality will go up,” says Oliver, who
references a project’s “triangle of value,” anchored by the
time, price and quality of renovations. “But if you try and
short-circuit the price or the time, the quality will go down.
The revenue you can get for a room is a function of having
what the customer perceives as quality. As a consumer, you
want what takes your breath away.” u
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BIG COUNTRY, BIG CHANGES

PROCEED WITH CAUTION
A risk-benefit analysis of the hotel investment landscape
STORY BY HELEN CATELLIER | ILLUSTRATION BY JEM SULLIVAN X
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ocation, location, location — it’s not just key
to landing good real estate, it’s also an important factor in finance. By their very nature,
hotel investments are risky to varying degrees,
but these days they are particularly precarious
due to the volatility of several economic factors, including
the low price of oil, interest rate cuts and the strength of
the U.S. dollar.
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The price of oil, which declined from US$107 a barrel
last June to US$42 this past March, is starting to have a
very severe impact on those regions reliant on oil revenue
— Alberta, Saskatchewan, Newfoundland and even some
pockets of northeastern B.C. — says Himalaya Jain, director and portfolio manager at ScotiaMcLeod in Toronto.
“When the energy sector is booming, there is a lot of
travel associated with that, whether it’s workers coming
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in from out of town, contractors or consultants,” he says.
“So generally when the oil sector has been doing well the
lodging industry in Alberta specifically has been doing
fairly well. I would bet occupancies and rental rates would
have been benefiting for the last few years, as oil prices
have been very high. So a pull-back in activity, because of
the magnitude of reductions we’ve seen … would result in
lower occupancies.”
Indeed, in the first quarter of 2015 overall occupancy,
ADR and RevPAR rates for Alberta lagged well behind
Ontario due to a decline in business traffic and consumer
confidence, plus work camps closing down, according to the
“Canadian Hotel Brief” by CBRE Hotels, based in Toronto. Hotel occupancy dropped by 8.4 per cent in Alberta,
compared to a 0.3-per-cent drop in Ontario; ADR was
up an incidental 0.6 per cent in Alberta, compared to a
3.0-per-cent increase in Ontario; and RevPAR was down
7.9 per cent in Alberta but up 2.6 per cent in Ontario.
Oil prices have fluctuated for decades, so analysts don’t
expect the price to remain this low indefinitely. However,
the recovery will be more gradual than we’ve seen in other
commodity cycles, says Jain.
Strategic investors looking to put capital into Alberta
speculate about the upsides as well as taking calculated
risks. “Alberta had robust rates and occupancy over the
last couple of years but limited additions to supply as far
as new hotels,” notes Steve Giblin, president and CEO
of Vancouver-based SilverBirch Hotels & Resorts, which
operates several hotels in the oil-rich province, among
others. “Here’s a very gutsy call for the strategic investor:
is it a good time to build a hotel in downtown Calgary?”
Giblin would say, yes. “You’re going to open three years
from now, and it could be a different economic environment, [and] you could build that hotel for substantially less
than it was priced just a few months ago.”
In response to the drastic decline in oil prices, the
Bank of Canada unexpectedly lowered interest rates by 25
per cent, down to 75 basis points, in January. The move
subsequently weakened the loonie, which dropped 1.5

cents to close at 81.07 cents U.S.; at press time, it sat at
81.77 cents U.S.
The low cost of credit also makes real-estate investment
appealing right now, notes Jain. “We’re sitting at very low
financing rates that should be encouraging investment,
because the yields you can get … are fairly attractive. So,
generally investment in particular regions would be looking
quite interesting.”
The low dollar, low-interest rates and financing rates may
just be the catalyst needed to spur investments in commodity-based regions such as Alberta. “One of the issues with
Alberta up until recently was that even though the economy is strong and the lodging industry has been doing fairly
well, new development has been tough, because the cost of
labour has been so high,” Jain explains. “You’re competing
with the oil industry when you think about construction, so
investors that have a longer term view may take advantage
of this down trend to get projects started.”
Demand for real estate hasn’t waned over the last 12 to
36 months, according to reports from CBRE Hotels. Total
hotel investment volume for 2014 was $1.3 billion — with
56 per cent of total volume in Central Canada, 39 per cent
in Western Canada and five per cent in the Atlantic region.
Notable transactions include the Fairmont Royal York (a
joint venture) and Hyatt Regency Vancouver, which were
purchased by Mississauga, Ont.-based InnVest REIT.
In any given year, transaction volume has ranged between
$1 billion and $1.3 billion, but the commercial real-estate
firm is forecasting total volume ranging between $1.5 billion
and $2 billion in 2015. There are many drivers, says Bill
Stone, EVP and broker, at CBRE Hotels in Toronto. “We’re
seeing non-Canadian entities disposing of hotel real estate.
We’re seeing some of the major institutions restructuring
and culling their portfolios. You’ve got product, you’ve got
a strong operating environment on a national basis, so it’s
making underwriting a lot easier. And then you have plentiful and inexpensive debt, so people finance these acquisitions a lot more easily today than they would have three or
four years ago.” Key transactions in early 2015 include the

Hotel Bonaventure in Montreal, which was purchased by
Montreal-based Kejja Group in February; the Best Western
Primrose Hotel in downtown Toronto, which was purchased
by Toronto-based Knightstone Capital Management in
February; and Bethesda, Md.-based Marriott International,
which completed the acquisition of Toronto’s Delta Hotels
& Resorts in April.
Major urban markets, such as Vancouver, Toronto and
Montreal, are tempting to would-be investors because of
their diverse economic base, long-term depth and appeal
to international travellers. Toronto and Vancouver are
particularly attractive to SilverBirch’s Giblin. He’s seen
Americans travelling to Vancouver and Victoria in a big
way and thinks this will trickle into the rest of the country.
“We anticipate this summer to be one of the best summers
ever in Vancouver,” he says. “It’s always been attractive
because of the weather, and the U.S. traveller and international traveller see it as great value.” Conversely, places such
as New York City are substantially down in the first quarter
of this year compared to last year, because the U.S. dollar is
so strong, he adds. International travellers can’t afford to go
there anymore, so Canada provides a good alternative.
Giblin also believes the absorption of Toronto’s condo
supply is an indicator of the city’s strength and viability.
“Everybody thought there was a bubble developing within
Toronto with all the building of condos, yet [the city seems]
to absorb them,” he notes. “That tells me the market is

really hot and experiencing tremendous growth. Also …
it’s not so much like the Vancouver story — where there’s
a lot of offshore investment from Asia — where people are
parking money in the condos. People are living in them, so
job creation has to be strong. Generally, when that happens
there’s a need for more hotels.”
Secondary markets can also make a lot of sense for investors wanting to buy more efficiently. CBRE’s Stone says
when the shipbuilding contract kicks into high gear, it
will be a boon for the Halifax market. However, all investments hold inherent risk, particularly those relying on
fewer business sectors to drive demand. “If you’re in a
logging community, and that company closes down, that
has a direct impact, and there’s nothing else to support it,”
explains Stone. “That’s where these [markets] are susceptible, but the buyers today are very diligent; they do lots of
research before they acquire.”
Regardless of location, investors should do their due
diligence before submitting any bids. Stone says this
includes examining environmental assessments, operating
performance, rebranding opportunities, ability to finance
and a host of other factors.
At the end of the day, investing can be more of an art
than a science. “My advice would be review your assumptions, your risks and your risk appetite,” Giblin cautions.
“And, if you’re comfortable with those risks, and you can
afford [them], it’s a good time to invest.” u
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MONEY TALKS

SEIZE A CAPITAL OPPORTUNITY
How can hotel companies get their piece of the pie in today’s favourable financial climate?
STORY BY REBECCA HARRIS | ILLUSTRATION BY JEM SULLIVAN X

L

ending has never been an easy process in the
hotel industry. But today, lenders are actively
competing for business in the sector.
“On a whole, this is a very favourable
time,” says Chantal Nappert, VP of Finance
and Investor Relations at InnVest REIT in Mississauga,
Ont. “We’re seeing the base rates at historic lows, and
we’re seeing new entrants coming into the market with
hoteliermagazine.com

lending appetites…. They’re still selective in terms of who
they’re lending to, but, for the right type of partner, it’s a
competitive time for lenders.”
Abid Gilani, the New York-based SVP of the Hospitality Finance Group at personal and business banking
institution Wells Fargo, says the Canadian lending market
has progressively improved through 2013 and 2014, which
he partly attributes to the volume increase in investment
MAY 2015 HOTELIER
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transactions. According to Colliers International, Canadian
hotel transaction volume reached $1.46 billion in 2014,
marking the year as the second highest (after 2013) in deal
volume since the last peak in 2007. “We’re seeing more
financing opportunities and lenders following that market,”
says Gilani.
But that’s not to say all lenders have thrown their doors
wide open. There’s still some resistance from commercial
banks to get involved in hotel lending, says Michael Rapps,
Toronto-based president and CEO of investment company
Clarke Inc. “It’s still [primarily] government entities such
as BDC (Business Development Bank of Canada), credit
unions and specialty lenders,” he adds. “The chartered
banks have still been a little slow to open the taps.”
And, while there is collectively more capital available for
the hotel sector, each lender’s portfolio is limited in terms
of how much they can lend to the sector, notes Mark Kay,
president of Markham, Ont.-based CFO Group, a commercial lending company. “Therefore, it’s very important to
understand which lenders are active at any given time, their
capacity and their lending criteria,” he says.
So, what qualities are lenders looking for in a borrower?
The market is favourable to experienced, top-tier sponsors,
says Robin McLuskie, VP, Hotels at Colliers International
in Toronto. But loan programs, guidelines and pricing vary
widely depending on the asset type. “If a borrower is looking
for a little leverage, then the spreads can be more competitive,” she says. “If it’s a turnaround hotel, or it’s not performing well and needs capital, more expensive lenders might

come in on a short-term, interest-only basis to help turn the
property around…. It really is a function of what the cash
flow is on the asset, what the positioning is and who the
sponsor is.”
Edward Khediguian, SVP of Franchise Finance at GE
Capital Canada in Montreal, agrees the availability of
capital depends on the asset. But overall, “there is a certain
flight to quality in terms of capital chasing the larger, more
sophisticated and better experienced operators,” he says.
“So they’re getting the bulk of the attention, the better
pricing and the higher leverages.”
As a buyer of hotels, Clarke Inc.’s Rapps agrees experience matters. “[Lenders are] clearly looking at the coverage
of our loans, and debt service coverage in particular is critical to them. But they’re also looking at the quality of the
borrower,” he says. “Because we have a number of hotels
across the country, while they are lending against a particular asset, they’re really lending to us. They can draw on our
experience and, if necessary, security in the form of equity
in our other hotels to protect them. So they’re looking at
the quality of the borrower as much as they’re looking at the
coverage on a particular asset.”
Lenders are more apt to lend to brand-managed hotels
than non-flagged properties, and location also plays a role.
“It’s important for lenders to know the hotels are professionally managed,” says InnVest REIT’s Nappert, adding
that primary city-centre markets tend to be the most attractive. “It’s much like the housing market: location, location,
location,” she explains. “Primary city-centre markets are
high barrier-to-entry markets, so it
gives lenders a lot of security for the
long-term performance of the assets.”
A BETTER PROPERTY.
Wells Fargo’s Gilani believes there
AN EVEN BETTER
are opportunities for unbranded assets,
OPPORTUNITY.
but the bulk of these will be located in
high barrier-to-entry markets such as
S T R AT E G I C D E S I G N F O R
Toronto and Vancouver. “But in tertiaS T R AT E G I C D E V E L O P M E N T
ry markets, such as Northern OntarThe new generation of Comfort Suites®
io, Saskatchewan, Manitoba and the
raises the bar on efficient design,
Atlantic provinces, it would be difficult
stylish good looks, operational
to go unbranded,” he says. While there
performance and guest satisfaction.
are many independent properties in
If you’re seeking a development project
that’s the perfect mix of beauty
those regions, Gilani predicts invenand brains, the opportunity is here.
tory will get upgraded over the next few
Incentives available for single and
cycles. “As there’s more debt financing
multi-unit development.
available, we’ll likely see brands come
Call 905.206.7316 or go to
in and replace those unbranded assets,”
ChoiceHotelsFranchise.ca to learn more
he notes.
And, in those tertiary markets,
lenders are more likely to be credit
unions and smaller regional banks.
“It’s very much regionalized in terms
of what lenders are looking for,” says
Gilani. “In second-tier or tertiary
markets, there are more new-build
opportunities. There is a lower capitalized amount for each project, so it
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opens up [the market] for smaller lenders who underwrite
that size of loan, which is much smaller.”
While financing really comes down to the numbers,
having established relationships between the lender and
borrower is also key. “We view ‘relationship lending’ as
very important,” says Nappert. “For us, that means having
a lender [we’ve] done business with in the past…. You
understand the expectations and the key trigger points on
both sides, and what each lender may or may not be able to
flex on. And it’s facilitated after you’ve done multiple deals
with them.”
Having relationships is not just beneficial to the borrower
— Nappert stresses that it’s a reciprocal relationship. “We
need them to finance our deals, but they also need us to put
their money to work,” she says. “Like everything else, we’re
all in this together.”
Clarke Inc.’s Rapps concurs that the lending process goes
more smoothly if the lender and buyer have previously done
business together. “If we have a relationship with a lender,
and we go to them for a mortgage on a second or third
hotel, we can get those deals done very quickly,” he says.
“Everyone is familiar with the documents and negotiation
from the last time around, and everyone is familiar with our
credit quality.”
As the markets have recovered from the economic
downturn, business plans are starting to come into sharper
focus. “Lenders have gotten smarter,” says Gilani. “They’re

starting to appreciate that this is an operating business —
it’s different than lending to other forms of income-producing properties.” He adds: “They’re starting to question
borrowers on their business plans, their focus in terms of
how they’re going to drive business to the hotels, their reservation system, and their sales and marketing plan.”
Hotel lenders are also increasingly focused on the debtyield metric (net operating income divided by the loan
amount), according to Gilani. “[Lenders] are underwriting
the cash flows and the operating performance of the asset,
taking into account historical performance, market trends
and what’s coming into play in terms of new supply,” he
says. That means borrowers need to approach lenders with a
defined focus on things such as cost control and knowledge
of their target market.
CFO Group’s Kay notes that for new construction or
conversion, a feasibility study is a critical piece of a great
business plan; it’s key to understanding the demand and
supply of the market. “[That] ultimately translates into
understanding the cash flow of the hotel and the ability to
service a mortgage,” he says.
While lenders’ appetites for hotel business continues to grow, there is a lot more rigour around compliance today. “Your best bet is to have clean, precise and
up-to-date [financials], know where you’re at and have
the ability to communicate it effectively,” advises GE
Capital’s Khediguian. u
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Refreshing a property and its brand can turn the page on a lacklustre business
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n 1999, U.K.-based hotel investment firm Palm
Holdings landed in Canada with a plan to
convert a tired property on Toronto’s lakefront
into a Four Points by Sheraton. The transformation was successful, and — thanks to Sheraton’s
distribution system, access to new clients, loyalty program
and street presence of an internationally recognized brand
— the property’s new owners were able to increase rates,
occupancy and community presence in one fell swoop.
hoteliermagazine.com

The decision for one hotel to hoist another’s banner is
a growing trend, says Anil Taneja, Toronto-based president of Palm Holdings, who says his company has been
involved in more brand conversions over the last two
years than anyone else in Canada. “The stronger are
getting stronger and the weaker are getting weaker,” he
admits. “Conversion is [one way] the smaller brands with
lower room inventory and fewer customers in their loyalty
programs are struggling to catch up.”
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Still, Taneja cautions that a conversion is a high-risk
affair that can cost a lot of money while failing to increase
the value of the product. “The only way to [lower that risk]
is to do the best market research you can,” Taneja advises.
Indeed, agrees Sandeep Gupta, VP at Oshawa, Ont.based Sunray Group of Hotels, a multifaceted ownership and operations firm with a 21-property portfolio
under the Comfort Inn, Marriott and Starwood banners,
among others. Sunray executives regularly conduct
research before repurposing undervalued properties into
more lucrative business pursuits. They examine an existing
hotel’s ADR and occupancy, engage in market studies to
see what’s missing in the area, scope out the competition,
identify whether the hotel has preferred status with corporate organizations and check the property’s historical/
average ADRs, occupancy rates and market acceptance.
It’s the ability to attract more revenue that proves the
most critical factor feeding a decision to convert one
brand into another. A 100-room hotel with a new-build
cost of $150,000 to $170,000 per key has a less attractive
cost benefit than a property purchased at $50,000 per key
with conversion costs of $60,000 per key, for a total of
$110,000 per key (renovation costs vary depending on
the building’s condition and age, the scope of the renovations and the brand in question, but they generally range
between $60,000 and $80,000 per key).
Financials aside, location also plays a big part in deciding whether to convert a property. For example, next
year, the Quality Hotel & Conference Centre in Oshawa
(formally a Holiday Inn) will be re-launched as a Courtyard by Marriott, a better brand fit for the business area
in which it resides. Gupta explains: The Oshawa property
had been generating approximately $6 million in room
revenue annually when it was a Holiday Inn but only
$3.5 million as a Quality Hotel. This reality, along with
its “tired” feel and the results of an exploration into the
Courtyard brand’s capabilities and history throughout
the vicinity and country, inspired Sunray to reinvent the
property. “Quality is a great brand, but it’s only great for
certain assets,” says Gupta. “There was an opportunity to
reposition [the property] under a corporate brand, and we
assessed what brand might be best suited for it.” With its
pedigree and history, Marriott emerged as the most likely
pick. When the retrofit is complete, the hotel rooms will
sell for approximately $140 per night — competitive with
similarly styled hotels in the area — a significant hike
from the $90-per-night fee that preceded it.
Sunray can justify the 155-per-cent fee hike for this fullservice property because of the enhanced brand recognition and the inarguable bonus of Marriott’s bustling reservation system that comes with the deal. “Marriott really
appeals to the corporate client, and they tend to pay more
for the add-on services that you can’t get from a budgetbrand hotel,” Gupta says.
Still, he concedes the client base needs to be there for
a conversion, and it’s not always feasible to convert to a
higher-end hotel in smaller markets without a big enough
38
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client base to realize a return on investment. Sunray owns
a hotel in Windsor, Ont., which was a Travelodge when
his company purchased it. Rather than upgrade it to a
Hilton or a Marriott, as it had considered, it ultimately
decided to convert to a limited-service Choice Hotels &
Suites brand. “We had to look at our ROI, the demand,”
says Gupta. “This made the most sense.”
But finding the right brand fit is just the first step. No
amount of research can predict problems that can surface
once a conversion job gets underway. “You never know
what’s behind a wall or under a floor or a roof,” Gupta
warns. “With a new build, everything that you need is
there. On conversions, you open up a wall, there’s piping
issues, rusty showers and so on.”
Palm Holdings tucks aside a 10-per-cent project contingency fund, which ranges, on average, from $3.5 million
to $7 million (or $40,000 to $60,000 per room). When
the company recently updated a Travelodge in London,
Ont., to a TownePlace Suites by Marriott, the owners
discovered the hotel’s electrical system capacity couldn’t
handle the new plan. It had to redo all the wiring and
breakers for an unbudgeted $500,000. “That blindsided
us,” Taneja laments.
In addition to unforeseen repairs, brand amenities and
designs can also whittle down the bottom line. Typically,
signature brands mandate standards to which owners must
comply, and the list increases according to the strength
of the name. Standards could include templates for room
design, furniture and fixture requirements, exterior colour
choice and fire- and life-safety constraints. “It’s almost like
playing with Lego pieces,” Taneja says, who admits that
divergent room designs sometimes make it about fitting
square pieces into round holes.
Full-service interior design firm Hager Design International Inc. is frequently charged with conforming an
existing property to another brand’s standards. “The
various brands’ philosophies are so different, from the
thread count on fabrics to the trim to the ceiling moulding size to the quality of marble in the lobby,” says Doris
Hager, president of the Vancouver-based firm. Sometimes,
designers can secure waivers from the brands that let
them stray from dictated guidelines, as Hager did recently
when asked to deliver a 30"-deep granite counter for a
buffet that was already in perfect condition — but only
24" in depth. She says such lenience is more likely if the
owner has several hotels within a banner and therefore
has an established relationship.
Finally, loyal guests need to be made aware of the
upgrades, so they understand the property has been
converted to another name. Otherwise there’s no appreciation for the enhanced value that lurks behind the higher
room rate, Gupta explains. That’s why conversions need
to include the hotel’s exterior in the project, so the change
is noticeable to guests.
“There are no bad brands, just different markets,” sums
up Gupta. “It’s simply about having the right brand at the
right time in the right market.” u
hoteliermagazine.com
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Chris Loane leads creatively to
help achieve success at the
“Drake-by-the-Lake” in
Prince Edward County, Ont.
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biggest challenge, says Loane, is to “make sure that, in
this crazy tech-driven world, guests experience a very
organic and personal stay.”
It’s not hard to understand why the hotel stands out
from the crowd. “We’re always striving to improve and
offer guests something they can’t get anywhere else
— whether it’s an interesting art exhibit in the hotel,
small touches like offering house-made popcorn in the
room instead of a traditional chocolate on the pillow,
or going above and beyond to fulfill special requests.”
The hotel also provides guests with a sense of place
achieved through its community focus and its creative
farm- and lake-to-table menu complemented by local
wines. “We truly love the area and want to celebrate
that with guests as much as possible, so anything we do
is genuine,” states Loane. Of course, the hotel’s unique
location means guests have access to more than 30
wineries, beaches and walking trails.
As the hotelier gears up for a busy summer, workers
are putting the finishing touches on the installation
of the property’s first outdoor sculpture exhibit. “Our
art curator has put together an incredible collection of
pieces,” says Loane. The focus on art has always been
a key tenet of the Drake’s raison d’être. It’s important
to “be special and unique, in an authentic way,” says
Loane. “Don’t imitate; do you.” u
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hen the Drake Devonshire opened
last year in the rural oasis of
Prince Edward County (P.E.C.),
Ont., the anticipation was palpable both in
the county and in TO, where the company’s
flagship hotel, the Drake, has established a
loyal following for more than a decade.
For Chris Loane, operations manager at the
Drake Devonshire, having the opportunity to
lead the team in P.E.C. was a natural progression. “I’ve been with the Drake Toronto for six
years and on the Devonshire project for half of
that time,” he says. “The inn is a spectacular
place with a spectacular view. Its location and design
make it one of the most unique places in Canada.”
In only a year, the 11-room
(plus two suites) boutique hotel,
QUICK QUIPS:
located in a foundry buildPersonal Info: Married and father
ing built in the late 1800s, has
to Harrison, 6, and Jude, 3.
achieved solid occupancy with
Define your style: “Casual, but
with flares of formality. I like
rates starting from $229 to $279/
crisp jeans with a button-up shirt
night. The hotel’s inventive and
and a corduroy jacket. I’ve been
playful design, with a cheeky
wearing Blundstones for over
nod to “rustic Canadiana,” was
18 years.”
created by Toronto’s +Tongtong.
Stress Buster: “It’s so simple
The staff’s obsessive focus on
to step outside for a breath
guest
satisfaction has instantly
of fresh air. It’s amazing how
made it a fan fave with a range
much the outdoors can instantly
of guests — from urban couples
relax you.”
and young families to businesses hosting retreats. “We love that so many diverse
people have had equally great, yet different, experiences at our property,” says the 39-year-old hotelier.
“We’ve been fully booked on weekends throughout
the year, and we’re anticipating running at close to
100-per-cent occupancy for the high season.”
To drive guest satisfaction, the Halifax native calls
upon a team of 30 to 40 associates, a number which
doubles in the busy summer and fall seasons. Their
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WHY I CHOOSE WYNDHAM HOTEL GROUP
TO BE MY PARTNER
“My relationship with Wyndham Hotel Group began in 1992 with
a single Super 8 in Calgary. Since then we have opened more
than 150 Super 8 hotels and have recently added Microtel to
our portfolio. We worked together to develop a prototype
that was good for Canada, and Wyndham Hotel Group was
very receptive to our input. Throughout this partnership
they have been consistent, supportive and understanding
of our goals. With plans to open 75 more Microtels
in Canada over the next 25 years, our future is
firmly with Wyndham Hotel Group.”
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