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Management Contract 
Clauses 

 
 
 
 

This appendix is a compilation of clauses from a number 
of actual management contracts. These clauses have 
been selected to provide a representative sample of the 
types of provisions included in a typical management 
contract. In addition to serving as a guide for an attorney 
drafting such an agreement, these clauses can help the 
parties negotiating the agreement by showing them how 
other contracts have been structured. 

The clauses have been arranged topically into 11 
different sections. In many cases, a number of differ- 

ent clauses are contained under one title in order to 
provide the reader with optional or alternative lan 
guage. At the beginning of each clause is an indica 
tor showing the orientation of the clause. Clauses can 
be owner-oriented, operator-oriented, or neutral. This 
identification of orientation should allow the reader to 
select the clauses that best represent his interests. 
Finally, many of the clauses are followed by editorial 
notes that provide additional insight into the content 
of the clause. 
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Management Contract Terms 
 
 
 
 
 

 
Property 

Number of 
Rooms 

Date of 
Contract 

Initial 
Term 

Renewal 
Term 

Management 
Fee Base 

Management 
· Fee Incentive 

Reserve for 
Replacement 

 
First-class 

 
320 

 
1983 

 
20 years 

 
4.5% 20% GOP Years 1-2: 2% 

commercial hotel-      subordinated to Thereafter: 3% 
Illinois      debt service and  

      $1.25-million  
      partner  

      distribution  

First-class 400 1981 50 years  3% of gross 20% of GOP Year 1: 1% 
commercial hotel- 
Illinois 

    revenue provided 80% of 
balance equals 

Year 2: 2% 
Years 3-5: 3% 

      or exceeds Years 6-10: 4% 
      defined Thereafter: 5% 
      investment basis  

First-class 120 1985 5 years None 2.5% of GOP None Year 1: 1% 
historic inn       Year 2: 1.5% 
(independent)-       Add .05% each 
Maryland       additional year 

First-class resort 400 1983 2 years 7 terms, total 3% of gross 20% adjusted Years 1-8: 3% 
hotel-Illinois    of 60 years revenue house profit until Years 9-11: 4% 
    (operator's  payback then Thereafter: 5% 
    option)  25%  

First-class 300 1975 10 years 10 years 3.5% of 12% GOP Cash reserve, 
resort hotel     gross  $75,000 
(independent)-     revenue or   

Florida     $65,000   

First-class 850 1988 20 years  3% of gross 25% of net cash Year 1: 0.5% 
commercial hotel-     revenue flow after return Year 2: 1% 
Illinois      to partnership Year 3: 1.5% 
      equal to debt Year 4: 2% 
      service Year 5: 3% 

First-class 450 1981 25 years  3% of gross   
airport hotel-     revenue plus   

California     10% house   
     profit, cap.   
     equals 4%   

     gross   

     revenue   
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