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Choice Hotels International -- Our Name Says it All

by Bill Weatherford
Choice Hotels International

What’s in a name? Everything, if it means value, comfort and reliability to the
world’s travelers. Our name says it all. Choice Hotels International is one of the world’s
leading lodging franchisors -- and growing.

Choice has embarked on a global expansion program that includes more than 3,000
hotels open or under development in 30 nations. Our guests can choose from more than
a quarter million rooms and suites around the world. From Monterey to Munich, from San
Diego to Singapore, travelers choose Comfort, Quality, Econo Lodge, Clarion, Rodeway,
Friendship and Sleep Inns, the seven brands that make up the Choice Hotels International
family. With these proven products, Choice has a franchise brand to match every business
strategy.

From the independent hotel owner looking to convert, to the first-time developer
with plans to construct' a new property from the ground up, Choice’s development,
marketing, and franchise service professionals are ready to assist. Site acquisition
consultation, market assessments, and architecture and interior -design services with
nationally recognized firms are just some of the services provided throughout the
development process. Prototype specifications for all brands are readily available.

Choice makes financing a new hotel easier with its Finance Resource Center,

matching developers with lenders. We will also provide contractor and architect
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elect to stay at Choice hotels. In short, Choice is meeting the primary demand of people
in these increasingly important markets.

A second key to determining the uniqueness, and therefore anticipating the needs of
California travelers is to look at demographics. People over fifty years of age represent
almost one quarter of the state’s entire population, and families with small children are a
growing segment. At Choice, we offer special programs to these groups. And more
importantly, we make sure these customers know about our programs. We have an
expression at Choice that "the lodging market is not overbuilt, it’s undermarketed." We
believe that. As a franchise organization we do not own or operate hotels, so we are able
to focus one hundred percent of our energies on marketing Choice hotels for our licensees.

Just ask Gary Hong, a Choice licensee in Silicon Valley. After converting his
independent property to Choice’s Econo Lodge brand in 1991, business took off. "Suddenly,
we had access to a diverse new group of travelers," he says. "Choice has given me an
incredible base of support. It’s allowed me to do what I do best -- run a successful hotel."

Quality, Comfort, Clarion, Sleep, Econo Lodge, Rodeway and Friendship. These are
the seven brands that, combined, make up the worldwide reputation and phenomenal
marketing power that is Choice Hotels International. As part of the lodging industry’s

premier franchise family, the power of Choice is yours to discover. '-

Bill Weatherford is development vice president, western region, for Choice Hotels
International. For more information on the seven lodging brands franchised by Choice,
contact Bill at 704/551-2213.
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August 24, 1993

Mr. Walter Lynn
Secretary General and
Executive Director
Taiwan Innkeepers Association of
Southern California
3015 Walnut Grove Avenue, Suite C
Rosemead, CA 91770

Re: Establishing Sister Association Relationship Between Taiwan
Innkeepers Association of Southern California and California
Hotel & Motel Association

Dear Walter:

It was a pleasure meeting with you and with Tom Liaw last
Thursday to discuss the formation of a "sister association"” relationship
between the Taiwan Innkeepers Association of Southern California
("TIASC") and the California Hotel & Motel Association ("CH&MA"). |, my
staff, and CH&MA's officers feel that this type of arrangement will be very
beneficial for the members of both associations, and we look forward to a
long and satisfying relationship with TIASC.

I 'am taking the opportunity of this letter to summarize the various
points that | understand that we agreed upon at our August 19 meeting,
as well as to cover and clarify a few additional key issues. | would
appreciate it very much if you could review the points discussed below and
confirm that they are acceptable and that my recollection accurately
reflects what was decided. Once you have confirmed that you and
TIASC's leaders are satisfied with these points, | will present the proposed
relationship to CH&MA’s Board of Directors for its consideration and
action. As | mentioned to you, our board will meet on September 9 for this
purpose. | also understand that TIASC’s Board of Directors will meet on
September 22 to take action on the sister association relationship.

Once the boards of our two associations approve the establishment
of the sister association relationship, it is anticipated that we will have a
formal ceremony to celebrate this new relationship at TIASC’s annual
Christmas Dinner and Party. | understand that the Christmas Party will be
held on December 15 at the Airporter Garden Hotel, in Irvine. As we
discussed, CH&MA will take a booth at that event, and once our boards
have approved the relationship, | will be in touch to discuss the details of
the booth and of the ceremony with you.

25



26

| think that we all agreed that getting the benefits of these five associations is a
tremendous bargain for the one special reduced dues payment.

6. For each TIASC hotel or motel which joins CH&MA and pays dues at the
applicabie CH&MA rate, CH&MA wiil reimburse TIASC for dues revenue which TIASC will be
losing, as specified in item 5, above. Specifically, CH&MA will reimburse TIASC $50 for each
hotel/motel that has 50 rooms or less, $100 for each hotel/motel that has 51 - 99 rooms, and
$150 for each hotel/motel that has 100 or more rooms. We will reimburse that money to
TIASC, on a pro rata basis, as we actually receive it.

We understand, Walter, that the members of TIASC are individuals, and not hotel/motel
properties. In contrast, the Active Members of CH&MA are hotel/motel properties, and
individuals can only be "Associate Members." The reimbursement specified in the preceding
paragraph will therefore be made just for each hotel/motel property that is associated with
TIASC, regardless of how many individual owners, partners, or operators associated with the
property might be members of TIASC.

As we discussed, CH&MA will be able to make this reimbursement only as and when
it is actually paid dues by the hotel or motel.

This reimbursement will continue for each year that the property remains a member
in good standing in CH&MA.

7. We also discussed having CH&MA pay a "commission" to TIASC if you, Esther,
one of your officers, or, perhaps, certain other specified TIASC leaders takes an active role
in persuading a TIASC hotel/motel to become a member of CH&MA. This would be similar
to the type of commission payment which CH&MA makes to Rick Mitchell (our iMiembership
Director) or to Dan Allen (our Director of Member Services) if one of them is actively involved
in bringing a new property into membership in CH&MA. That is to say, if a hotel or motel
happens to learn of CH&MA and decides on its own to join CH&MA, without any direct
involvement on the part of Rick or Dan, CH&MA does not pay any commission to either of
them; however, if Rick or Dan works with the potential member and has an active part in the
property deciding to join CH&MA, then CH&MA pays a commission to Rick or Dan, as
appropriate.

CH&MA is willing to pay the same commission, 20% of the first year’'s CH&MA dues
which CH&MA actually receives, to TIASC for each TIASC hotel/motel that joins CH&MA
after the sister association relationship is established. But as we discussed, CH&MA can pay
this commission only if key TIASC leaders (whom we will have to identify and list in advance)
are actively involved in convincing the property to join CH&MA. If a TIASC property decides
on its own to join CH&MA, there will be no commission owing.

Any such commission owing will be paid only with respect to the new member’s first
year’s dues actually paid to CH&MA, and no commission will be paid in the event that the
property decides to remain a member beyond its initial year of membership. Also, if a
property becomes a member of CH&MA and its membership is thereafter cancelled, no
commission will be paid if the property rejoins CH&MA unless the property has been out of
CH&MA membership at least one year.
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8. It is important to bear in mind that CH&MA's bylaws provide that if a particular
person or company owns or operates more than one hotel/motel in the state of California, all
of the properties which the person oOf company owns or controls must be members of
CH&MA, or none of them can belong.

9. If feasible, CH&MA will arrange with TIASC to have its monthly newsletter (The
CH&MA Advantage), and perhaps informational bulletins and other important notices,
translated into Mandarin, and those documents will then either be sent by CH&MA directly
to the TIASC/CH&MA member properties, or they will be inserted by TIASC in the copies of
the magazine which it sends to its members. However, it is important that the CH&MA
newsletter and other CH&MA notices and bulletins be sent only to TIASC hotels and motels
which are members in good standing of CH&MA.

10. When CH&MA holds seminars, it will, whenever feasible, conduct a separate
seminar session with an interpreter SO that TIASC members could gain the benefit of
CH&MA's educational programs. If it is not feasible to hold an extra session of a particular
seminar, we might want to explore having our seminars recorded onto cassettes which could
then be translated and made available to TIASC members.

11. TIASC and CH&MA will arrange for key CH&MA documents -- such as our
membership brochures, our membership application forms, and other documents which
explain the many services and benefits of CH&MA and of the American Hotel & Motel
Association -- to be translated into Mandarin so that TIASC members will be aware of all of
the benefits which they can obtain from membership in CH&MA.

Once we know what the cost will be to accomplish this, we will be happy to determine
with you an equitable way to get these translated materials prepared.

12. TIASC and CH&MA will continue 1o look for and pursue other opportunities to
forge stronger and closer ties between the two associations and their respective members.

13. During the time that the TIASC/CH&MA sister association relationship is in
existence, TIASC will not establish a sister association relationship, or any similar type of
relationship, with any other lodging industry association or organization which operates, or
has members, in the state of California. As | mentioned to you, Walter, CH&MA is willing to
enter into a sister association relationship with TIASC only on the condition that TIASC not
establish a similar relationship with any other california-related lodging industry organization.

14. Neither association will have the right to speak for, or to legally bind, the other
association.

15. Because the TIASC/CH&MA sister association relationship will be based on
mutual trust and good faith, itis important that either association feel free to terminate the
relationship at any time, with or without cause, if it determines that the relationship is no
longer serving its interests. If one association decides to terminate the sister association
relationship, it will give the other association at least 60-days’ prior written notice.




But we believe that the sister association relationship will be very beneficial to both
associations, and, therefore, that it wiil continue for a good number of years. It will therefore
be important for both TIASC and CH&MA to review at the end of each year how the
relationship is working and how it can be made better and stronger. After this annual review,
the associations can make whatever changes in the specific details of the relationship that
they might feel are necessary.

relationship works as smoothly as possible. Please forgive me, Walter, if | have inadvertently
stated incorrectly, or forgotten to mention, any of the points that we discussed.

Please let me know as soon as convenient whether the foregoing is in accord with
what we discussed and with what you understand TIASC's board is willing to approve. |l am
going to try to send by August 30 materials to my board for its September 9 meeting, and
it would be very helpful if | could hear back from you by that date.

Thanks again to you and to Tom for taking the time to meet with Rick Mitchell and me.
I think that we have set the groundwork for a wonderful relationship between our two
associations, and we very much look forward to working with you and with TIASC's leaders!

I look forward to hearing from you.
¥

Best regards,
James O. Abrams
Executive Vice President

cc: CH&MA Executive Committee
Bill Howe
Dan Allen
Rick Mitchell
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September 6, 1993

Ms. Lin Lan

President

UCA General Insurance
P. O. Box 126
Artesia, CA 90701

Re: California Hotel & Motel Association
Workers’ Compensation Insurance Proaram

Dear Lin:

It was a pleasure seeing you recently after all this time, and | am
glad that we had at least a few minutes to discuss the workers’
compensation insurance program which the California Hotel & Motel
Association offers its members. | apologize for not getting this letter off
to you sooner, but, unfortunately, the Legislature has taken quite a bit of
time lately.

When we talked, you asked some questions about our workers’
compensation program, and | am providing below the information that you
requested.

CH&MA's workers’ compensation program is operated through
California Casualty Indemnity Exchange ("CCIE"), which is part of the
California Casualty Group. CH&MA has had a workers’ compensation
program with California Casualty for 33 years, and more than $12 million
in dividends have been paid during that time.

At the present time, CH&MA has two safety groups within CCIE.
One is for hotels with food and beverage operations (the "Restaurant and
Catering Association"), and the other is for hotels that do not have that
type of service (the "Hotel Operators Association"). We are considering
combining these two safety groups in the future for ease of administration.

This will confirm that all CH&MA members are eligible for
underwriting within our program. CCIE must, of course, apply its ordinary
and customary individual underwriting standards when assessing each
potential insured, and while some CH&MA members with significantly
adverse loss experiences might be denied coverage, we work very closely
with the underwriters at CCIE to make sure that our members are covered
whenever possible. Due to our longstanding relationship, California
Casualty has committed to CH&MA to do everything possible to make sure
that our members receive every favorable consideration to which they are
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entitled when it comes to underwriting.

You also asked wither CH&MA members are surcharged. CCIE has informed us that
it rarely surcharges (in fact, only 10 - 15 insureds, at most, in the entire Exchange are
surcharged), and none of the CH&MA members in our two safety groups are surcharged.

Lastly, you asked for the loss history in our program over the past few years, and | am
enclosing information provided by CCIE covering policy years 1988 through the first six
months of 1993.

| would like to discuss our program with you and with Walter Lynn when it i3
convenient for you. If you or Walter have any questions or need any additional information
about this in the meantime, please don’t hesitate to contact me.

| look forward to hearing from you.

Best regards,
U

James O, Abrams
Executive Vice President

Enclosure

cc: Walter Lynn
Lee Jameson (CCIE)
George Bowen (CCIE)

HOTEL OPERATORS ASSOCIATION
RESTAURANT AND CATERING ASSOCIATION
COMBINED WORKERS' COMPENSATION INSURANCE SUMMARY

POLICY YEAR PREMIUN TOTAL LOSSES L0SS RATIO
1988 $1,700,502 § 893,709 53%
1989 1,713,238 1,005,853 59%
1990 1,605,281 627,859 39%
1991 1,834,602 769,744 42%

1992 1,687,797 615,607 36%

1993 (6 mos.) 923,548 180,290 20%
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