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NEGOTIATING WITH THE BREAK UP IN MIND

Advanced planning for worst case scenario
The perfect exit clause

Notice requirements

Liquidated damages




REASONS FOR THE BREAK-UP

* Failing to protect assets
- Budget
- Mismanagement

* Management differences
- Competing hotels
- Cross-selling issues
- Employee allocation costs

e Suspected misconduct
- Immediate investigation

* Actual misconduct
- Terminate with cause
- No liquidated damages




THE POWER OR RIGHT TO TERMINATE

 Management Contract
- Power to terminate
- Coup d’ e-tat

* Restatement (Second) of Agency - The (“Bible of Litigation”)
- Fiduciary duties

* Agency coupled with an interest

« Damages
- Liquidated damages
- Punitive damages

* Forum?
- Mediation
- Arbitration
- Litigation




DUE DILIGENCE

Know your hotel operator
Talk to references

* Discuss operational philosophy

Interview “key” players




HANDLING THE CHALLENGES OF THE BREAK UP

. Em ployees

Notification

- Sharing of information

- Termination, hire and transition

- Employees on Leaves of Absence

- Collective bargaining agreements - notice requirements, pension
liabilities

- WARN Act notification

- Transfer of files, I-9 forms, medical information




HANDLING THE CHALLENGES OF THE BREAK UP

* Existing business
* Future marketing plans

 Hotel records




HANDLING THE CHALLENGES OF THE BREAK UP

* Licenses and permits
Restaurant

* Lounge

Third-party tenants




HANDLING THE CHALLENGES OF THE BREAK UP

* Third-party contracts
* Analyze termination rights

 Owner should be able to cancel with reasonable
notice




HANDLING THE CHALLENGES OF THE BREAK UP

* Finance and accounting
* Reconciliation
* Review budget forecasts




HANDLING THE CHALLENGES OF THE BREAK UP

 Media and public relations

o Sister hotels in submarket
— Cross-selling




PRACTICAL TIPS

* Confidentiality issues

* Honest dialogue on “front-end”
 Constant communication with all parties
* Plan for worst case scenario

» Coordinate steps with legal counsel




QUESTIONS?




