
Table of Contents: Negotiating Hotel Management Contracts

Introduction & Course Overview

Course Agreement

Navigating the Course Platform

You Need an Attorney on Your Side

Course Overview

Course Take-Home Value

Structure of the Course

Rushmore's Observations

Introduction of the Avatars

Steve Rushmore

Table of Contents

The Day I Negotiated a Hotel Management Contract with Donald Trump

Risks to Owner and Operator from a Hotel Management Contract Relationship

Risks to the Owner

Risks to the Operator

Hotel Management Contracts and Hotel Management Companies

Hotel Management Contract

Advantages and Disadvantages for Owner

Advantages and Disadvantages for Operator

Hotel Management Companies

First and Second Tier Hotel Management Companies

Advantages and Disadvantages of First Tier Management Companies

Advantages and Disadvantages of Second Tier Management Companies

Major Contract Provisions

Major Contract Provisions- Important Articles

Contract Term and Renewal Options

Initial Term

Renewal Terms

Options to Renew

Termination Provisions

Ownership Risks Linked to Contract Term

Operator Risks Linked to Contract Term

https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64180867-introduction-and-course-overview
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64783367-table-of-contents
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64181240-the-day-i-negotiated-a-hotel-management-contract-with-donald-trump
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64183041-risks-to-hotel-owners-and-operators
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64184597-hotel-management-contracts-hotel-management-companies
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/downloads/64291982-major-contract-provisions-important-articles
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64184819-contract-term-and-renewal-options


Rushmore's Observations

Management Fees & Other Expenses

Management Fees Part 1

Overview of Management Fees

Base Fees

Defining Gross Revenue

Management Fees Part 2

Incentive Fees

Uniform System of Accounts for the Lodging Industry 

Total Cost of Hotel Ownership

Management Fees Part 3

Owner's Priority

Incentive Management Fee Calculator

Other Management Fee Structures

Subordination to Debt Service

Maximum Base Plus Incentive Fees

Management Fees Operator Economics

Additional Expenses and Fees

Brand Marketing and Advertising

Loyalty Programs

IT and System Fees

Central Services Fees

Training and Development

Other Miscellaneous Fees

Franchise or Brand Fees

Technical Services & Pre-Opening Fees

Performance Tests

Performance Tests Part 1

Reasons for Performance Tests

Components of a Performance Test

Commencement Year

Test Threshold

Single or Multiple Tests

Test Period- Number of Years

Performance Tests Part 2

Operator's Right to Cure

Consequences for Failing a Performance Test

https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64184836-management-fees-part-1
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64184886-management-fees-part-2
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64184899-management-fees-part-3
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64187916-additional-expenses-and-fees
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64188236-performance-tests-part-1
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64184886-management-fees-part-2


Extraordinary Events

Performance Tests Part 3

Types of Performance Tests

Budget to Actual

Performance Tests Part 4

Yield Comparison Test

Selecting the Yield Comparison Measure

Selecting a Competitive Set

Selecting a Threshold Percentage

Performance Tests Part 5

Adjusting the Competitive Set Over Time

How to Alter the Performance Test by Adjusting the Competitive Set

Summary of the Yield Comparison Test

Performance Tests Part 6

Gross Operating Profit Actual to Budget Test

Gross Operating Profit Percentage Test

Owner's Priority Test

Establishing the Amount of Owner's Priority

Performance Tests Part 7

Future of Performance Tests

Social Media Review

Guest Satisfaction Scores

Employee Survey Results

Conclusions and Recommendations

Termination Provisions and Transition of Hotel Operations

Termination Provisions Part 1

Grounds for Termination

For Cause & Without Cause

Performance Based

Change of Ownership

Expiration of Term

Force Majeure Events

Bankruptcy

Regulatory and Legal Issues

Casualty and Condemnation

Key Personnel

Consequences of Termination

https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64184899-management-fees-part-3
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64188285-performance-tests-part-4
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64188297-performance-tests-part-5
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64188344-performance-tests-part-6
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64188358-performance-tests-part-7
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64191719-termination-provisions-part-1


Key Considerations of Termination

Termination Provisions Part 2

Operator Buyout

Advantages of Operator Buyout Provision

Buyout Costs

Transition of Hotel Operations

Transition Responsibilities

Outgoing Operator Responsibilities

Incoming Operator Responsibilities

Owner Responsibilities

Area Restrictions- Non-Compete Part 1

Restricted Brands, Structures and Types of Hotels

Define the Area of Restriction

Duration of Restriction

Area Restrictions- Non-Compete Part 2

Owner's Restrictions

Franchise Approval Process

Impact Studies

Approvals by Owners and Operators Part 1

Owner Approvals

Annual Plan

Operating Budget

Capital Expenditures

Approvals by Owners and Operators Part 2

Key Personnel

Major Contracts

Approvals by Owners and Operators Part 3

Sales and Marketing Plan

Significant Operating Decisions

Legal Matters

Assignment of Management Contract by Operator

Approvals by Owners and Operators Part 4

Operator Approvals

Debt and Financing

Subordination of Management Fees

Quiet Enjoyment and Non-Disturbance Clauses

Major Change in Ownership or Control

https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64191824-termination-provisions-part-2
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64191972-transition-of-hotel-operations-after-termination
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64192046-area-restrictions-part-1
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64192271-area-restrictions-part-2
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64192307-approvals-by-owners-and-operators-part-1
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64192496-approvals-by-owners-and-operators-part-2
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64192506-approvals-by-owners-and-operators-part-3
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64192522-approvals-by-owners-and-operators-part-4


Operator Approval of a Buyer

Operator's Rights During the Sale of the Property

Assignment of Management Agreement

Operator's Services and Responsibilities

Operational Management

Financial Management

Sales and Marketing

Brand Management

Technology Services

Asset Management

Compliance and Risk Management

Food & Beverage Services (If Full-Service)

Strategic Planning & Advisory

Contract Negotiations

Miscellaneous Services

Owner's Responsibilities

Financial Support

Regulatory Compliance

Approval of Budgets

Capital Improvements

Debt Service Obligations

Monitoring Performance

Casualty & Condemnation Part 1- Casualty

Casualty Loss

Insurance Requirements

Repair and Restoration Requirements

Continuation of Operations

Termination Rights

Criteria for Termination

Owner's Rights and Responsibilities

Operator's Rights and Responsibilities

Typical Scenarios in a Casualty Loss

Partial Damage

Total Destruction

Delays in Restoration

Insufficient Insurance Coverage

Casualty & Condemnation Part 2- Condemnation

https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64193684-operator-s-services-and-responsibilities
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64193714-owner-s-responsibilities
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64211304-casualty-condemnation-part-1-casualty
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64211462-casualty-condemnation-part-2-condemnation


Condemnation

Owner's Rights

Operator's Rights   

Operator's Participation in Condemnation Proceeds

Typical Condemnation Scenarios

Partial Taking

Total Taking

Temporary Taking

Insurance Requirements

Types of Insurance

Insurance Provisions

Dispute Resolution Procedures

Resolution Process

Mediation

Arbitration

Jury Trial

Advantages of Arbitration

Baseball Arbitration

Governing Law

Repairs and Maintenance and Reserve for Replacement

Repairs and Maintenance

Scope of Repairs and Maintenance

Reserve for Replacement

Usage of Reserve for Replacement

How is Reserve for Replacement Calculated

Factors Influencing the Reserve Amount

Accounting and Finance

Accounting Stands and Systems

Financial Reports

Types of Reports and Frequency

Budgeting

Cash Management

Audits and Inspections

Tax and Regulatory Compliance

Profit Distribution

Reporting to Owners

Types of Reports

https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64211628-insurance-requirements
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64211764-dispute-resolution-procedures
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64211864-repairs-maintenance-reserve-for-replacement
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64211922-accounting-finance
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64211947-reporting-to-owners


Financial

Operational

Sales and Marketing

Content and Frequency

Meetings with Owners

Defaults and Remedies

Owner Defaults

Operator Defaults

Remedies for Owner and Operator Defaults

Trademarks and Intellectual Property

Ownership of Trademarks and Intellectual Property

Licensing

Protection

Post Termination Use of Trademarks and Intellectual Property

Operator’s Investment in the Property

Forms of Operator Investment

Key Money

Equity Investment

Loan Contribution

Deferred Management Fees

Branding and Marketing Investments

Performance Guarantees

Legal Considerations

Agency Coupled with an Interest

Benefits of Operator Investment

Employees

Employer of Record

Hiring and Staffing

Compensation and Benefits

Training and Development

Labor Relations

Performance Management

Employee Claims and Disputes

Termination and Severance

Liability and Indemnification

Employee Transition at the End of the Contract

Indemnification and Exculpation

https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64212002-defaults-remedies
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64212040-trademarks-intellectual-property
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64212109-operator-s-investment-in-the-property
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64212232-hotel-employees
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64214261-indemnification-exculpation


Definition

Key Points

Performance Guarantees

Key Elements of Performance Guarantees

Targets

Measure Period

Cure Period

Shortfall Payments

Caps and Limitations

Operating Standards, Quality and Brand Compliance

Definition and Purpose

Mechanisms to Enforce Compliance

Fiduciary Obligations

Duty of Loyalty

Duty of Care

Duty of Disclosure

Duty to Account

Duty of Confidentiality

Fiduciary Relationships

Agency Relationships

Common Disputes

Licenses, Permits and Agreements

Types of Licenses and Permits

Responsibility to obtain Licenses and Permits

Ownership of Licenses and Permits

Consequences of Non-Compliance

Owner’s Right to Inspect

Scope of the Inspection

Frequency of Inspections

Access to Premises and Records

Obligations of Operator

Ownership Meetings

Meeting Frequency

Participants

Agenda

Action Items and Follow-up

Purchasing, Related Parties, Rebates and Fees

https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64214645-performance-guarantees
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64214854-operating-standards-quality-brand-compliance
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64214900-fiduciary-obligations
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64214956-licenses-permits-agreements
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64214985-owner-s-right-to-inspect
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64215086-ownership-meeings
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64215128-purchasing-related-parties-rebates-fees


Purchasing Practices

Related Parties

Rebates and Discounts

Fees

Protections for Owners

Central Office Services

Types of Services

Costs and Fees

Benefits and Value

Best Practices

Loyalty Programs

Program Description

Costs and Fees

Redemption Costs

Guest Recognition and Benefits

Miscellaneous Boilerplate Provisions

Property Impositions 

Prospectus

Ownership of the Hotel 

Subordination, Non Disturbance Agreement 

Covenants, Conditions, Restrictions

Imposition of Liens 

Right to Make Agreement

Consents, Approvals 

Relationship

Applicable Law; Interim Relief 

Recordation of Agreement 

Interpretation of Agreement

Notices

Confidentiality

Projections 

Waiver

Partial Invalidity

Negotiation of Agreement

Counterparts

Equity Interests in Owner 

Entire Agreement 

https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64215153-central-office-services
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64215173-loyalty-programs
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/downloads/64707586-miscellaneous-boiler-plate-provisions


Estoppel Certificate 

Non Hotel Marketing Activities by Owner

Percentage Equity Interests in Owner

Hotel Management Company Search Process

Define Owner's Objectives and Criteria

Perform a Hotel Market Study and Financial Projections

Brand Determination and Selection Process

First or Second Tier Hotel Management Company

Develop a List of Potential Management Companies

Create an Offering/Marketing/Information Request (RFP)

Distribute the Offering/Marketing/Information Request (RFP)

Review and Analyze Responses to the RFP

Hotel Management Company Selection Rating System

Face-to-Face Presentation

Negotiating the Contract

Preparation for the Negotiations

Assess Both Party's Bargaining Power

Define the Bargaining Objectives

Determine the BATNA for Each Contract Provision

Actual Negotiations

Determine the Opening Offer

Establish Fall-Back Positions

Agreement on All Deal Terms

Hotel Management Contract vs. Property Lease

Ownership and Control

Risk Allocation

Financial Structure

Tax Considerations

Rent Structures

Advantages and Disadvantages to Property Owner

Library- Articles and Books on Hotel Management Contracts

Overview of Hotel Management Contract Terms and Provisions

Important Hotel Management Contact Books and Articles

Let's See What You Have Learn

Introduction to the Learning Summary

Learning Summary

Thanks for Taking My Course

https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64215336-hotel-management-company-search-process
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64215583-negotiating-a-hotel-management-contract
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64216518-hotel-management-contract-vs-hotel-property-lease
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/downloads/64271454-overview-of-hotel-management-contract-terms-and-provisions
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64923997-introduction-to-the-learning-summary
https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/lessons/64323359-thanks-for-taking-my-course


Please Give Me Your Feedback

https://www.hotel-learning-online.com/courses/take/Hotelmanagementcontracts/surveys/64913063-please-give-me-your-feedback-survey

