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HERSHA HOSPITALITY ANNOUNCES FOURTH QUARTER AND YEAR
END 2005 EARNINGS

-Acquires Interests in 20 Hotels Totaling 2,721 Rooms-
-Owned Hotels RevPAR Increases 16% for the Full Year 2005-
-Owned Hotel EBITDA Margin Improves By 310 Basis Points for the Full Year 2005-

PHILADELPHIA, PA--(Business Wire)—March 2, 2006--Hersha Hospitality Trust (AMEX:
HT), a real estate investment trust (REIT) that owns interests in 55 nationally franchised, upscale

and midscale hotels, today announced earnings for the fourth quarter and year ended December
31, 2005.

Consolidated adjusted funds from operations (Adjusted FFO) for the year ended December 31,
2005 was $0.72 per diluted share, an increase of 22.0% over the full year 2004. Net income
applicable to common shareholders was $1.4 million, or $0.07 per diluted share in 2005,
compared to $2.0 million, or $0.11 per diluted share in 2004. The decrease in net income is
primarily attributable to the payment of preferred distributions on the Company’s $60 million
Cumulative Series A Preferred Shares that were issued in July 2005.

Mr. Jay H. Shah, Chief Executive Officer, commented, “The robust level of acquisition activity
of premium branded hotels throughout 2005 enabled the Company to significantly increase our
critical mass and improve our mix in desirable high barrier-to-entry markets in the Northeast
corridor. This, coupled with our aggressive asset management program, allowed the Company to
produce strong EBITDA growth and margin expansion.”

Consolidated Adjusted FFO for the fourth quarter 2005 increased to $0.12 per diluted share from
$0.07 per diluted in the same quarter of 2004. Net loss applicable to common shareholders was
($3.2) million, or ($0.15) per diluted share compared to a net loss of ($0.8) million, or ($0.04)
per diluted share in fourth quarter 2004. The increased net loss on a year-over-year basis is
primarily due to the effects of the Company’s preferred stock issued in July 2005 and increased
depreciation expense from growth in the Company’s portfolio of consolidated hotels.

Mr. Shah continued, “During the quarter, our group of owned and consolidated hotels achieved
Revenue Per Available Room (RevPAR) growth of 18.0%, of which 63% was due to increased
Average Daily Rate (ADR). Our portfolio has positioned the Company for significant FFO
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growth in 2006, given that two of the hotels we purchased were built in 2005 and our acquisition
of interests in eight hotels with 1,402 rooms subsequent to the close of the year.”

Financial Highlights for the Fourth Quarter 2005

Consolidated hotel revenues, including revenues of hotels held for sale, increased 69.5% to $28.3
million for the fourth quarter 2005 from $16.7 million in fourth quarter 2004 driven primarily by
growth in room revenues and acquisitions of hotels. RevPAR for the Company’s consolidated
hotels (34 hotels) increased 18.0% on a year-over-year basis to $72.37 driven by an 11.4%
increase in ADR to $107.68 and a 6.0% improvement in occupancy to 67.2%. Gross operating
profit margins increased from 35.2% to 40.4% from the year ago quarter. Total EBITDA for
consolidated hotels increased 91.3% to $8.4 million for the fourth quarter 2005. EBITDA
margins for the quarter increased 340 basis points to 29.6% for consolidated hotels.

On a same-store basis (30 hotels), RevPAR for the fourth quarter 2005 increased 9.2% on a year-
over-year basis to $67.43 driven by a 3.6% increase in ADR to $99.94 and a 5.3% improvement
in occupancy to 67.5%. Same-store EBITDA increased 6.6% to $5.1 million due to the increase
in revenue, offset somewhat by higher utility costs, repairs and maintenance and necessary
spending to upgrade amenities.

Other Fourth Quarter 2005 Highlights

» In October, Hersha closed on its 44% joint-venture investment with an 8.5% participating
preferred return in the 392-room Hilton - Hartford, CT and a 50% interest with a 10.0%
participating preferred equity return in the 118-room Holiday Inn Express — South
Boston, MA.

» In November, the Company purchased a 75% interest with a 12.0% participating
preferred equity return in the 108-room Residence Inn — Williamsburg, VA and a 75%
interest with a stepped up participating preferred equity return in the 120-room SpringHill
Suites — Williamsburg, VA.

Full Year 2005 Financial Highlights

Consolidated total hotel revenues, including assets held for sale, increased 46.4% to $84.9
million for the full year end December 31, 2005 driven primarily by growth in room revenues
and hotel acquisitions. RevPAR for consolidated hotels (34 hotels), increased 16.2% on a year-
over-year basis to $69.81 driven by an 8.5% increase in ADR to $99.00 and a 7.0% improvement
in occupancy to 70.5%. Gross operating profit margins increased from 38.5% to 41.4% from the
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full year 2004. EBITDA for consolidated hotels increased 62.0% to $27.7 million for the full
year ended December 31, 2005 as compared to the full year 2004. The increase in EBITDA was
primarily due to acquisitions and rate-led revenue growth offset somewhat by increased utility
costs and increased spending on amenities. EBITDA margins for the full year increased 310
basis points to 32.6% for our consolidated hotels.

On a same-store basis (20 hotels) RevPAR for the full year ended December 31, 2005 increased
11.5% on a year-over-year basis to $68.31 driven by a 3.7% increase in ADR to $97.16 and a
7.5% improvement in occupancy to 70.3%. Same-store EBITDA for the full year 2005
increased 14.7% from the year ago period to $17.5 million due to the increase in revenue and
improved profit margins.

Balance Sheet

At December 31, 2005, Hersha Hospitality Trust had approximately $256 million of long-term
debt outstanding, which included approximately $51.5 million of Trust Preferred Securities. The
weighted average interest rate on the Company's fixed rate debt was approximately 6.50%. The
weighted average life of the Company’s debt was 10.5 years. Fixed rate debt, including variable
rate debt hedged by interest rate swaps, amounted to approximately 90% of total debt. At
December 31, 2005, the Company’s outstanding common shares and partnership units were a
combined 23.2 million.

Mr. Shah concluded, “Our joint-venture strategy compliments our fully controlled core hotel
portfolio by providing the Company with the ability to expand our presence in key markets and
minimize the execution risk. Furthermore, this strategy gives us a proprietary pipeline of new
acquisitions that historically have attractive return characteristics in the form of cash preferred
returns ranging from 8.5%-t012.0% and the participation of any potential performance upside.
Our ability to finance all of our transactions with attractively priced long-term fixed rate
mortgages has enabled the Company to increase our net asset value.”

Dividend

For the fourth quarter 2005, Hersha Hospitality Trust declared cash dividends of $0.18 per
common share and $0.50 per preferred share. The Company’s common dividend represents the
28™ consecutive quarterly dividend since the Company’s 1999 initial public offering. The
Common dividend represents a yield of approximately 7.6% based upon the closing price of
Hersha Hospitality Trust stock on March 1, 2006.
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Subsequent 2006 Events

>

In January, the Company closed the acquisition of the 118-room Courtyard - Langhorne,
PA, the 103-room Fairfield Inn & Suites - Bethlehem, PA and the 118-room Fairfield Inn
& Suites - Mt. Laurel, NJ for total consideration of $40.5 million.

In January, Hersha Hospitality Trust received $19.5 million in development loan
repayments.

In February, the Company completed the purchase of the 120-room Courtyard - Scranton,
PA, the 96-room Residence Inn - Tyson's Corner, VA and the 188-room Hilton Garden
Inn - JFK Airport, NY.

In February, Hersha Hospitality Trust also finalized two joint-venture agreements. The
first was for a 15% interest with an 8.5% participating preferred equity return in the 409-
room Marriott - Hartford Downtown, CT. The second was for an 80% interest with a
9.0% participating preferred equity return in the 250-room Hampton Inn - Philadelphia,
PA.

In February, Hersha Hospitality Trust also reduced its equity interest in the 392-room
Hilton Hartford, CT from 44% to 8.8% with an 8.5% participating preferred equity
return.

Outlook for 2006

Assuming a continued strong economy in the Northeast U.S. corridor and limited supply growth,
the Company anticipates that its current portfolio, including the acquisitions completed to date,
will lead to another year of growth in funds from operations.

Net income available to common shareholders for the full year ended December 31, 2006 is
forecasted to be in the range of a net loss of ($0.2) million to net income of $0.8 million, or
($0.01) to $0.01 per weighted average diluted share outstanding. The Company expects
Adjusted FFO to be in the range of $0.98 to $1.02 per diluted share for the full year ended
December 31, 2006.

The foregoing guidance assumes RevPAR growth of 6% to 8% across the Company’s
consolidated portfolio.
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Fourth Quarter and Year End 2005 Earnings Call

The Company will host a conference call to discuss its fourth quarter and year end 2005 financial
results, today, March 2, 2006 at 5:00 PM Eastern time. Hosting the call will be Mr. Jay H. Shah,
Chief Executive Officer, and Mr. Ashish Parikh, Chief Financial Officer.

The conference call can be accessed by dialing (877) 502-9276 or for international participants
(913) 981- 5581. A replay of the call will be available from 8:00 PM Eastern time on March 2,
2006, through Midnight on March 9, 2006. The replay can be accessed by dialing (888) 203-
1112 or for international participants (719) 457-0820 and entering passcode 6275481.
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Three Months Ended

Twelve Months Ended

12/31/2005 12/31/2004 12/31/2008 12/31/2004
Revenue:

Percentage Lease Revenues - HHMLEP b3 - b3 - - 1,192

Hotel Operating Revenues 22,021 12,960 80,899 47,339
Total Revenue 23,021 12,960 30,893 48,531
Expenses:

Hotel Operating Expenses 13,968 9,510 49,798 30,335

Land Leases 108 188 433 504

Real Estate and Personal Property

Taxes and Property Insurance 1,380 T 4346 3,104

General and Administrative 1,665 1,350 4,394 3,190

Unrecognized (Gam) on Denvatives (2) (&) {13} 62

Depreciation and Atnortization 3,306 2,078 10,635 6,930
Total Operating Expenses 20,425 13,848 70,093 44,125
Operating Income (Loss) 1,598 (538) 10,306 4,406

Interest Income 102 106 359 241

Interest Income - Secured Loans Related Party 972 530 4046 1,498

Interest Income - Secured Loans 137 364 137 693

Other Revenue 243 2 543 176

Interest Expense - Actual 4,710 1,797 14,018 6,167
{Loss) Income hefore income from Unconsolidated

Joint Venture Investments, Distributions to
Preferred Unitholders, Minority Interests and
Discontinued Operations (1,660} (1,683) 1,875 847
{Loss) Income from Unconsolidated

Joint Venture Investments (430) 74 360 481
{Loss) Income hefore Distribution to Preferred
Unitholders,

Minority Interests and Discontimued Operations (2,150) (1,609) 2,235 1,328
Distributions to Preferred Unitholders - - 493
{Loss) Income Allocated to Minority Interest in

Continuing Operations (404) (304) 75 105
(Loss) Income from Continuing Operations (1,746) (1,305) 2,160 724
Discontinued Operations (Note 12):

Gain on Disposition of Hotel Properties - - 1,161 .

(Loss) Income from Discontinued Operations (215) 518 47 1,325
Net Income (1,961} (78T 3,27 2,049
Preferred Dhstributions 1,200 = 1,920 5
Net (Loss) Income applicable to Common
Shareholders § (3,161 § (78T $ 1,354 2,049
Earnings Per Share from Continuing Operations
Basic Earnings Per Share § .14 & (0.08) b 0.01 0.03
Diluted Earnings Per Share b3 0.14) % (0.06) $ 0.01 0.03
Discontinued Operations per Share
EBasic Earnings Per Share § (0.01y % 0.03 E] 0.05 0.08
Diluted Earnings Per Share § 001y % 0.02 ) 0.05 0.07
Earnings Per Share to Common Shareholders
Basic Earnings Per Share § .15 % (0.03) $ 0.07 0.11
Diluted Earnings Per Share § .15 % (0.04) ) 0.07 0.11
Basic Weighted Average Shares Outstanding 20,296,009 20,289,983 20,293,554 16,391,805
Fully Diluted Weighted Average Shares Outstanding 23,207,939 23,132,420 23177239 19,401,636
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FFO and GAAP Reconciliation

The National Association of Real Estate Investment Trusts (“NAREIT”) developed Funds From
Operations (“FFO”) as a relative non-GAAP financial measure of performance and liquidity of
an equity REIT in order to recognize that income-producing real estate historically has not
depreciated on the basis determined under GAAP. FFO as defined by NAREIT is net income
(loss) (computed in accordance with GAAP) excluding extraordinary items as defined under
GAAP and gains or losses from sales of previously depreciated assets, plus certain non-cash
items, such as depreciation and amortization, and after adjustments for unconsolidated
partnerships and joint ventures.

Hersha also presents Adjusted Funds from Operations (Adjusted FFO), which reflects FFO in
accordance with the NAREIT definition further adjusted by:

¢ adding back income allocated to units of partnership interest in our operating
partnership, because the company reports Adjusted FFO to common shareholders on
a fully diluted basis assuming conversion of those units to common shares;

e adding back income allocated to minority interest (units of partnership interest in
HT’s operating partnership) related to discontinued operations;

e adding back depreciation related to discontinued operations;

e adding back distributions to holders of preferred units of partnership interest in the
company’s operating partnership, which are expensed for GAAP purposes on its
income statement;

¢ adding back our non-cumulative liquidation preference from the Mystic Partners joint
venture based upon our contributed capital; and

e making adjustments to ground lease payments, which are required by GAAP to be
amortized on a straight-line basis over the term of the lease, to reflect the actual lease
payment.

FFO or Adjusted FFO do not represent cash flows from operating activities in accordance with
GAAP and should not be considered an alternative to net income as an indication of Hersha’s
performance or to cash flow as a measure of liquidity or ability to make distributions. Hersha
considers FFO and Adjusted FFO to be meaningful, additional measures of operating
performance because they exclude the effects of the assumption that the value of real estate
assets diminishes predictably over time, and because they are widely used by industry analysts as
a performance measure. Hersha also believes that the additional adjustments made to arrive at
Adjusted FFO help to provide a meaningful view of its underlying operations. Comparison of
the company’s presentation of FFO and Adjusted FFO to similarly titled measures for other
REITs is not necessarily meaningful due to the differences in the calculations used internally and
by other REITs.
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The following table reconciles FFO and Adjusted FFO for the periods presented to the most
directly comparable GAAP measure, net income, for the same periods:

HERSHA HOSPITALITY TRUST
Funds firom Operations (FFO)
{in thousands, except shares and per share dafa)

Met(Loss) Income applicable to common shares
Less:
Gaits on sale of assets
Lozs (Income) from Uneonsolidated Joint Ventures
Add:
Depreciation and amortization
Funds from Consolidated Hotel Operations

(Logg) Income from Unconsolidated Toint Ventures

Add:
Depreciation and amortization of stepped up and outside basis
Depreciation and amortization

Funds from Unconsolidated Joint Ventures Operations

Funds from Operations

Add:
Lozs (Income) allocated to minority interest in cottunon units
Income (Loss) allocated to minority interest for discontinmed operations
Depreciation from discontinued operations
Distributions to preferred unitholders
Mystic Pattners, LUC preferred return upon assumed Houidation at 1273172005
Amottization of deferred financing costs
Amottization of ground lease expense

Adjusted Funds firom Operations

Fully Diluted Weighted Average Comunon Shates and Units Outstanding
Adjusted FFO per Fully Diluted Weighted Average Common Shares and Units Outstanding

Three Months Ending Twelve Months Ending
12/31/2005 12/31/2004 123172005 12£31/2004
b (3161 3 (727) ] 1354 | § 2,049
- 5 (1,161) -
490 4 (360) (431)
3,306 2,078 10,635 6,930
635 1,217 10,468 3,408
(490) T4 360 481
493 - a51 -
127 278 1,985 835
129 352 2,906 1,316
Thd 1,569 13,464 5814
(404 (304 73 105
(30 76 ] 243
40 121 155 95
- - - 499
2,158 - 2,158 -
209 25 292 214
58 - 232
5 275§ 1,547 § 16660 11472
23,207,939 23,132,420 23,177,239 19,401,636
5 012 % 0.o7 § 07z % 0.59
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HERSHA HOSPITALITY TRUST
Funds from Operations (FFO) - 2006 FORECAST RECONCILIATION
{in fhousawnds, excepf shares and per share dafa)
Low High
Twelve Llonths Ending
1273172006 127312006

Met Income (Lozs) applicable to comumon shares ] (20m § 800
Less:

Loszs (Tncome) from Unconsolidated Joint Ventures (2,614 2,914
Add:

Depreciation and amortization 17,500 17,500
Funds fiom Consolidated Hotel Operations 14,686 15,386
Income from Uncotisolidated Joint Ventures 2614 2914
Add:

Depreciation and amortization 5,069 5,069
Funds from Unconsolidated Joint Ventures Operations 7683 TRE3

Funds from Operations 22,369 23,369
Add:

Income allocated to minority itterest it comnon vhits (34 136

Amortization of deferred financing costs 200 200

Amortization of ground lease expense 233 232

Adjusied Funds from Operations $ 33367 24,537
Fully Diluted Weighted Average Cotmon Shares and Units Outstanding 23,950,000 23,950,000

Adjusted FFO per Fully Dilwted Weighted Average Conunon Shares and Unite Outstanding 5 0se % 102
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EBITDA and GAAP Reconciliation

Earnings Before Interest Taxes and Depreciation and Amortization (EBITDA) is a non-GAAP
financial measure within the meaning of the Securities and Exchange Commission rules.
Management believes EBITDA to be a meaningful measure of a REIT's performance and that it
should be considered along with, but not as an alternative to, net income, cash flow, FFO and

Adjusted FFO, as a measure of the company's operating performance.

HERSHA HOSPITALITY TRUST
EBITDA
{1n fhousands, except shares and per share dafa)

Twrelve Months Ending
1273172005 1273172004

§ 1354 § 2,040

(359 (2413

(360) 481

14,016 6,167
1,920 ;

75 103

(7 2443

10,635 6,930

155 503

; 499
232 -

Three Months Ending
1243142005 12/31/2004
Met (Loss) Income applicable to comumon shates % (31610 | § (78T
Less: Interestincome (102 (10a)
Loss (Income) from Uneonsolidated Toint Ventures 490 (7
Add:
Interest expense 4710 1,797
Distributions to Seties & Prefetrred Shareholders 1,200 S
(Loss) Income allocated to minority interest in common wmits (404 304
Income (Tncome) allocated to wdnority interest for discontinued ope 30 76
Depreciation and amortization from contitming operations 3,306 2,078
Depreciation from discontinued operations 40 121
Distributions to preferred unitholders - -
Amortization of ground lease expense 58 -
EBITD A from Conselidated Operations § 6,107 | § 2,201

$ 2761 % 15,366
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Supplemental Schedules

The company has included supplemental schedules as an addendum to this press release in order
to provide additional disclosure and financial information for the benefit of the company's

stakeholders.
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About Hersha Hospitality

Hersha Hospitality Trust is a self-advised real estate investment trust that owns interests in 55
midscale, upscale and upper upscale hotel properties with 6,915 rooms located in high barrier to
entry markets primarily from Metro Boston, Massachusetts to Metro Washington, DC with
strong, national franchise affiliations. The Company focuses on acquisition and joint venture
opportunities in primary and secondary markets near major metropolitan markets. More
information on the Company is available on the Company’s web site at www.hersha.com.

Forward-Looking Statement:

Certain matters within this press release are discussed using forward-looking language as
specified in the Private Securities Litigation Reform Act of 1995, and, as such, may involve
known and unknown risks, uncertainties and other factors that may cause the actual results or
performance to differ from those projected in the forward-looking statement.

Contact:

Investors

Ashish Parikh

Chief Financial Officer
215-238-1046



