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The Value
They Can’t See

What the market is actually pricing when an
independent hotel sits — and why aligning the
product moves the number faster than cutting it.

“We can’t predict the wind, but we can manage the sail.”

Independent, historic, under eighty keys, with a full-service restaurant - Drawn from live
repositioning engagements, de-identified
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The market is not pricing your building

hen a good independent hotel sits on the market, the assumption is that
QX/ buyers are reading the building. They are not. They are reading the operation
— and an operation that has drifted quietly for a decade will price a fine
building as a tired one.

Independent hotels with real character rarely collapse. They decline slowly, over a
decade or more, while the people who saved the building get older and the building
gets tired — and almost nobody inside can see it happening, because every individual
year looks like the one before it.

The sequence is consistent enough to be diagnostic. Rate stops moving first, usually
four or five years before anyone notices, because the owner has begun pricing against
memory rather than against the market. Distribution narrows next: the property falls
quietly out of the systems that professional travel buyers use, and nothing replaces the
demand those systems were producing. Capital spending slips from renewal to repair.
Staffing becomes loyal rather than complete. Somewhere in there a guest room comes
out of inventory to house an employee, and never goes back.

None of these is a crisis, and that is precisely why they accumulate. What they add up
to is a business that has lost the ability to price itself, inside a building that costs more
to own every year. By the time the property reaches the market, the financials describe
the drift rather than the asset. T he building is doing nothing wrong. It simply is not
being shown to anyone in a position to pay for it — and what a buyer cannot see
working, a buyer discounts.

A stale independent is rarely a bad building. The numbers in the listing describe
what has been asked of the property — not what the property is, and not what

it is worth to someone who intends to run it properly.

What w¢e ﬁnd Whﬁn we open one up

The first surprise is usually the room count. A property of this kind will typically be
carrying four of them at once — the number it markets, the number configured in the
reservation system, the number the assessor lists, and the number that can actually be
sold to a guest tonight. They are rarely the same. Rooms drop out for ordinary reasons:
a shared bath, a suite held back for family, a floor out of service, a long-term staff
arrangement that began as a kindness and quietly took the best key in the building out
of revenue. The gaps between those four numbers are frequently large enough to
change what the business is worth, and nobody has reconciled them because no single
person owns all four.
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The second is distribution, and it is the one that costs the most. Advisors, consortia
and corporate travel book through the systems they already use; a property that is
absent from those systems is not losing on price, it is invisible. Discounting does not
make it visible. In our experience this is at least partly true of nearly every drifting
independent, and it is almost always the cheapest thing on the list to fix with the
shortest payback — which is why we reconnect the demand before we touch the rate.

The rate itself is usually being managed as a single number, and a single number hides
everything that decides revenue. Rate is three things, and they have to be visible
separately: the ladder, which is what each room type is priced at; realization, which is
the share of that ladder actually collected once channel mix and condition are
accounted for; and mix, which is how the nights fall across types. An owner working
from one blended figure cannot tell whether the problem is the price, the channel or
the room — and a forecast built on that figure is simply the ladder with the difficulty
removed.

Then there is the restaurant, which at this size is almost never neutral. It is either the
reason people choose the property and the thing lifting the entire rate structure, orit is
quietly consuming the rooms profit — usually through a prime cost nobody has
examined by season, and hours that were set when demand looked different. The
annual figure conceals this reliably. The months that hurt only appear when the year is
broken apart.

And there is one finding that owners take harder than the rest. Appraisals prepared for
estate, tax or lending purposes normalize operating expenses toward market —
trimming payroll that runs above typical, correcting overheads, modeling a stabilized
year rather than the actual one. Which means the improvement the owner has not yet
made is already sitting inside the value a buyer is being shown. It is credited to
someone else before the building is even sold.

Aligning the product with the market

Almost none of this is capital. It is attention, applied in sequence, and the sequence
matters more than the effort. Count what is actually there — sellable keys, condition,
the real state of the distribution, from primary documents rather than recollection.
Reconnect the demand before re-pricing anything. Then price on three lines, and hold
through the compression dates rather than buying occupancy with business that does
not spend.

The restaurant comes next, and it takes the most work because it is the least
measured. Prime cost rebuilt season by season rather than averaged across a year.
Hours matched to when demand actually arrives rather than to when they were last
set. A menu priced for the guest already in the building rather than the one who might
drive an hour for dinner. Done properly it stops being a drag on the rooms profit and
becomes the reason the rate holds — which is why it is so often the largest single
swing available, and why we rarely leave it until later.
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Capital comes last, and only where a guest can see it: arrival, the public rooms, the
dining experience, the bed. Back-of-house matters enormously and returns nothing
directly, so it is funded out of what the front of house earns.

LEVER WHAT IT MOVES HORIZON

Distribution Rate and mix — the demand that actually Weeks to a quarter
pays

Sellable inventory Rooms revenue directly; every recovered One season

key is incremental

Rate structure ReVvPAR at the margin, where it reaches the Immediate to one
bottom line season

Food and beverage Usually the largest and most visible single One to two seasons
swing

Direction and sequence only. Magnitudes are specific to a property and come out of the diagnostic — never
assumed.

The method behind it is Six Sigma discipline applied to a hotel: define the real problem,
measure by data, treat the cause, fix in sequence, and build the controls that make the
gains hold. It is repeatable, and it does not depend on any one person staying in the
building.

Which brings it back to the discount. Cutting the price repairs nothing, signals
everything, is difficult to reverse, and sets the anchor for every conversation that
follows. It also concedes the buyer’s reading of the asset at the precise moment that
reading could still be changed. Price is an output. Fix the operation and the income, and
the value follows.
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WORK WITH JIBE

A read on what your
operation could be worth
— no deck, no pitch.

Jibe Hospitality works with owners of independent and boutique
hotels — roughly 10 to 80 keys, usually with food and beverage, in
drive-to, leisure, historic and character markets. A diagnostic on
the floor and in the numbers; a plan sequenced so the highest-
return moves come first; and execution when you want it — interim
leadership, asset management, or an owner’s representative who
holds the operation to the plan.

hello@jibehospitality.com - Aspen, Colorado

Edward Shapard — Founder & Managing Principal. Twenty-five years of senior operating roles at

Mandarin Oriental, St. Regis Deer Valley, The Langham Chicago, The Dominick and Timbers Resorts.

Six luxury hotel openings. Six Sigma Black Belt. The operator in the room, not a consultant with a deck.
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