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“Marriott®,” “Courtyard® by Marriott®,” “SpringHill Suites® by Marriott®,”
“Fairfield Inn® by Marriott®,”“Fairfield Inn & Suites® by Marriott®,”
“TownePlace Suites® by Marriott®” and “Residence Inn® by Marriott®”
are each a registered trademark of Marriott® International, Inc. or one
of its affiliates. All references to “Marriott®” mean Marriott®
International, Inc. and all of its affiliates and subsidiaries and their
respective officers, directors, agents, employees, accountants and
attorneys. Marriott® is not responsible for the content of this annual
report, whether relating to the hotel information, operating information,
financial information, Marriott®’s relationship with Apple REIT Seven or
otherwise. Marriott® was not involved in any way whether as an “issuer”
or “underwriter” or otherwise in theApple REIT Seven offering and received
no proceeds from the offering. Marriott® has not expressed any
approval or disapproval regarding this annual report, and the grant by
Marriott® of any franchise or other rights to Apple REIT Seven shall not
be construed as any expression of approval or disapproval. Marriott®
has not assumed and shall not have any liability in connection with this
annual report.

“Hampton Inn®,” “Hilton Garden Inn®,” and “Homewood Suites by
Hilton®” are each a registered trademark of Hilton® Hotels Corporation
or one of its affiliates. All references to “Hilton®” mean Hilton® Hotels
Corporation and all of its affiliates and subsidiaries, and their respective
officers, directors, agents, employees, accountants and attorneys.
Hilton® is not responsible for the content of this annual report, whether
relating to hotel information, operating information, financial information,
Hilton®’s relationship withApple REIT Seven, or otherwise. Hilton® was not
involved in any way, whether as an “issuer” or “underwriter” or otherwise,
in theApple REITSeven offering and received no proceedsfrom the offering.
Hilton® has not expressed any approval or disapproval regarding this
annual report, and the grant by Hilton® of any franchise or other rights
to Apple REIT Seven shall not be construed as any expression of approval
or disapproval. Hilton® has not assumed and shall not have any liability
in connection with this annual report.

This annual report contains forward-looking statements within the meaning
of Section 27A of the Securities Act of 1933, as amended, and Section
21E of the Securities Exchange Act of 1934, as amended. Such statements
involve known and unknown risks, uncertainties, and other factors which
may cause the actual results, performance,or achievementsof the company
to be materially different from any future results, performance or
achievements expressed or implied by such forward-looking statements.
Such factors include: the availability and terms of financing; changes in
national, regional and local economies and business conditions; competitors
within the hotel industry; the ability of the company to implement its
acquisition strategy and operating strategy and to manage planned
growth; and the ability to repay or refinance debt as it becomes due.
Although the company believes that the assumptions underlying the
forward-looking statements contained herein are reasonable, any of
the assumptions could be inaccurate; therefore, there can be no assurance
that such statements included inthis annual report will prove to be accurate.
In addition, the timing and level of distributions to shareholders are
within the discretion of the company’s board of directors. In light of the
significant uncertainties inherent in the forward-looking statements
included herein, the inclusion of such information should not be regarded
as a representation by the company or any other person that the results
or conditions described in such statements or the objectives and plans
of the company will be achieved.
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This past year was one of dynamic growth for Apple REIT Seven, Inc. In 2007, we were able to raise nearly $600
million in gross proceeds and by July, we had reached our goal of one billion dollars in total funds raised. We began
January of 2007 with a total of 18 properties and by March 7, 2008 we had carefully allocated those funds, growing
our portfolio of prime lodging real estate to include a total of 47 hotels, with 6,013 guestrooms, in 18 of the
United States. We held steadfast to our goals of providing the highest possible shareholder returns, protecting
shareholder principal and growing earnings in 2007. We implemented dynamic, productive and sustainable business
strategies, the results for which are evident in our property operations and ongoing property improvement projects.

In 2007, the national hotel industry experienced an overall increase in the total number of hotel rooms. Fortunately,
as industry analysts predicted, consumer demand for hotel rooms kept pace with the surge in supply, resulting in
relatively stable nightly occupancy levels and an increase in nightly rates. Properties within the Apple REIT Seven
portfolio operated just above industry averages, reporting an average nightly occupancy rate of 74 percent for 2007.
Although this average is well ahead of the 2006 nightly average of 65 percent, it should be noted that our portfolio
has dramatically increased in size since the beginning of 2007 and year-over-year results are not directly comparable.
Our nightly occupancy levels in 2007 coupled with strong average daily rates of $120 for the year, provided us
with revenue per available room of $88 per night during 2007. Results for 2006 were $116 and $75, respectively.
Overall, I am delighted to report the strength with which this portfolio of lodging real estate has been operating.
Our diligent approach to asset management drove our hotels, several of which were brand new in 2007, to outstanding
performance levels. Our modified funds from operations for 2007 resulted in $51.6 million, or $0.73 per share.
In 2007, we provided our shareholders an eight percent annual dividend based on an $11 share price.

As the volatility of our nation’s debt markets escalated in 2007, we were incredibly grateful for the strength of
our all-cash purchasing power. Our capital resources provided us the ability to quickly react to prime real estate
opportunities, adding additional value to our portfolio. Apple REIT Seven has invested more than $433 million
since the beginning of 2007 in 29 attractive lodging assets that are part of the prestigious Marriott® and Hilton®
families of brands, bringing our total portfolio to 47 properties. Our brands include the Courtyard® by Marriott®,
Fairfield Inn® by Marriott®, Fairfield Inn & Suites® by Marriott®, Residence Inn® by Marriott®, SpringHill Suites®
by Marriott®, TownePlace Suites® by Marriott®, Marriott®, Homewood Suites by Hilton®, Hilton Garden Inn®
and Hampton Inn® brands. With the clear goals of maximizing shareholder value through the acquisition of
properties that we believe will appreciate over time while providing investors with strong returns, we approached
each individual purchase with diligence, carefully evaluating the market segment, previous performance and
capital expenditure needs. We believe that all of our properties are positioned in areas that provide a strong corporate
presence, which allows us to strategically reach our target customer base of business travelers. Additional Marriott®-
and Hilton®-branded properties have been identified for purchase in 2008 that will compliment and complete
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our thoughtfully assembled portfolio of lodging real estate. At this time, I am delighted to share with you the
strides we have made since the beginning of 2007 in the development of an attractive collection of assets. A
complete summary is on the following pages.

An integral part of Apple REIT Seven’s review of potential acquisitions is seeing beyond initial investment and
having a complete understanding of future capital expenditures the property may require to ensure the long term
preservation of the asset and its competitive position in its marketplace as well as future upgrades that will provide
attractive returns. Often, soon after purchase, our capital resources are allocated into a variety of renovations
and upgrades at our hotels, including numerous brand-driven initiatives like high-definition televisions, luxurious
bedding, more modern furnishings, new carpeting and similar renovations. Apple REIT Seven invested more than
$9 million for ongoing property improvement projects in 2007, the results of which are stunning.

We continue to draw strength from the diversification of our hotels’ third-party hospitality management companies.
The third-party hospitality management companies that we utilize in addition to Marriott® and Hilton® include:
Inn Ventures, Larry Blumberg and Associates, Dimension Development Company, Texas Western Hospitality
Management and White Lodging Services. These companies bring more than 100 years of combined experience
to our hotels, allowing us to share multiple ideas and initiatives among all of our hotels further strengthening
our ability to please our guests and in turn increase room revenues.

Despite uncertainty in the performance of our nation’s economy in 2008, hotel industry analysts as well as hotel
executives are predicting year over year gains in revenue of three- to five-percent. Our strong operations, unique
capital structure, diversified portfolio of attractive lodging real estate, brand alliance and team of individuals
dedicated to growing the value of your investment have solidified our program. The brand new properties within
this portfolio continue to increase market share and our properties are improving operational results as we
implement our dynamic, productive and sustainable business strategies. We are optimistic that Apple REIT Seven
will achieve results at or above industry averages during 2008. Our clear goals of providing the highest possible
shareholder returns, protecting shareholder principal and growing earnings will continue to lead Apple REIT Seven.
I look forward to sharing reports on our future progress with you.

Sincerely,

Glade M. Knight
Chairman and Chief Executive Officer
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strategic acquisitions
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We entered the New Jersey market with the purchase of two Homewood Suites by Hilton® hotels, a 110-suite

property in Mahwah and a 108-suite property in Cranford, each located within a short drive of New York City

and amidst numerous corporate headquarters. Traveling south, we acquired a Courtyard® by Marriott® in

Alexandria, Virginia, a thriving suburb of Washington, D.C. The 176-room property is ideally located for business

and government travelers as well as leisure travelers visiting our nation’s capital. One of our most recent

acquisitions was a full-service Marriott® hotel in downtown Richmond, Virginia. The elegantly appointed

401-room property is central to business travel in Richmond’s downtown district.
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