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been positive. And Microtel continues to lead
the budget competition. According to Smith
Travel Research, operating performance at
Microtel hotels open 2 or more years has
exceeded the budget segment of the market in
both occupancy and ADR since the beginning of
1999,

significant performance premium vs. the

Microtel continues to maintain a

competition.

Years of hotel management experience and
innovative planning went into the development
of Microtel Inns & Suites. Simply put, the
concept involved offering the traveling public
high quality and high value while reducing the

cost, but not quality, of development.

The ability to offer quality and value while
remaining profitable works in every industry.
The hotel business is no exception.

Microtel Provides:

1. The Highest Quality at the Lowest Price

100% New Construction and Consistent

n IREEI@EA December 2000

2. Curb Appeal Superior to Any Other True
Budget Product

100% Interior Corridor, Residential Feel

3. Ease of Operation Due to Simple Back-
to-Basics Approach
Simple Rate Structure, Fewer Employees
Needed

4. Low Development Costs
Compact Rooms, Built-in Furniture and
Alternative Construction Methods and

Materials

5. Smaller Land Requirements

Approximately 1-1.5 Acres

6. Less Development Risk
Less Upfront Capital Required

7. Excellent Operating Performance
System RevPAR Historically Well Above
Budget Segment Average

8. Satisfied Guests
Intent to Return Rating of 98.6%%,
Among the Highest in the Industry

* From Microtel Customer Surveys

Microtel owners can offer the traveling
public rooms priced lower than most limited
service chains due to innovative design, which
lends itself to lower construction costs, lower

debt service burdens and lower operational costs.

We've created a "How to Build A Microtel"



class and manual to cover all aspects of Microtel
construction including a comprehensive schedule
and plan for building your hotel, introductions to
contractors and architects, construction bid
package assistance, a signage manual and

purchasing services.

Most Microtels have small meeting rooms
or none at all, a downsized lobby, one unisex
lobby restroom and little space not dedicated to
generating revenue. Our small construction
footprint allows development on sites that have
traditionally been unsuitable for motel projects
and lowers overall debt service burdens. A
typical Microtel can be built on approximately 1-

1.5 acres.

Compact rooms, built-in furniture, less
elaborate decor and the elimination of low profit
margin areas and "amenity creep" combine to
lower construction and interior decoration costs,
and to lessen anticipated construction time at
Microtel hotels. Costs are decreased by reducing
square footage, not by sacrificing quality of
construction.

Our Design & Construction team provides
support during the design and building phase of
your Microtel. Also, Microtel franchisees are
provided with new construction prototypes on
disk or hard copy with several different
configuration options, resulting in shorter
development time and lower construction period
interest.

With over 90% of the hotel dedicated to

Revenue Generating Areas, we lower

construction costs in the following ways:

* Less FF&E cost and maintenance due to
built-in furniture

- Smaller porte cochere

- No breakfast seating area required

* Pool optional

+ No two-story lobby

+ One unisex restrooom in lobby

- Asphalt shingle roof instead of metal

» Durable vinyl siding instead of stucco,

synthetic stucco or brick

Microtel hotels are designed to be easy to
operate and simple to maintain. More than 90%
of the space in a Microtel may be allocated to
revenue generating areas (compared to 60% of

the space in the average full-service hotel.

Microtel's ease of operation and efficiency
can create results at the bottom line. For
instance, compact rooms and built-in furniture
combine to lower overhead by reducing the
number of employees needed to clean and
maintain the hotel. Housekeepers can clean as

many as 18-20 rooms per day, compared to 14-
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16 per day in traditional hotels.

Here are some other ways we reduce

maintenance, energy and insurance costs:

+ Durable vinyl exterior is virtually
maintenance

+ Built-in furniture - longer lasting, can be
relaminated vs. replaced

+ Lower insurance costs to due interior
corridors, superior exterior lighting,
electronic locks and efficient sprinkler
system

- Smaller rooms use less heating/cooling

- Less public space to heat/cool (no two-
story lobby, smaller porte cochere, one

unisex restroom)

Reducing operating and maintenance costs,
combined with Microtel's reduced development
and construction costs, add up to the potential for

a higher return on your hotel investment.

Although travelers have shown that they
appreciate the low prices of rooms-only hotels,
they are becoming increasingly brand sensitive
as a result of the inconsistencies in quality they
find in the marketplace. Travelers will not return
to a hotel if their stay was unsatisfactory. The
quality of competing true budget brands is
rapidly deteriorating because of their age,
inexpensive original construction and in many

cases, lack of funds available for reinvestment.
Microtel Inns & Suites offer contemporary

architecture and the fresh, clean, newness that

travelers appreciate. The difference in quality

JREE&EEN December 2000
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between a typical Microtel - the only 100% new
construction product in its price category - and
its competitors will continue to widen, vastly
increasing the demand for Microtel. Microtel
customers tell us we're doing the right thing:
departure survey results indicate a 98.6% intent
to return to a Microtel hotel.

Years of research went into the
development of Microtel Inns & Suites. Joining
the Microtel team will allow you to take
advantage of that experience. You will benefit
from the expertise of the corporate staff who will
provide a number of services designed to
increase hotel occupancy rates, revenues,

efficiency and profitability.

The benefits of building a Microtel and

joining US Franchise Systems include:

- Design and Construction Advice and
Support

* SmartStart 90 Day Telemarketing
Program To Generate Sales & Business



for Your Hotel

* Pre-Opening and Opening Training at
Your Hotel

- Ongoing Training Programs for
Operations, Maintenance and Sales

+ Group Purchasing Services & Discounts

- National Sales Team Targeting
Corporate, Leisure and Group Business
Opportunities

- Joint National and Local Advertising,
Marketing and Selling Programs

- Discounts on AAA and Local
Advertising

- National Microtel Directory

- ExtraNet: Online Training, Supply
Purchasing, Unique Hotel Website and
Communications Tool

- Quality Assurance Reviews and Support
System

- One 800# Telephone Number for All
Franchise Support Needs

- A Toll-Free Reservations System

+ Proactive Guest Relations Program

Hotel industry leader Mike Leven founded
US Franchise Systems in 1995 based on the
principle that franchisees are our partners and
they are in business for themselves, not by
themselves. A key element to our success has
been our focus on developing long lasting
business relationships with our franchisees. We
put into practice the major goals of our industry-
recognized franchise agreement: Relationships
are built on trust, an approach that works towards

the common goal of mutual success.

Others in the industry agree with our

approach. US Franchise Systems was named
"Best Practice Champion" for our fair franchise
agreement by the American Hotel Foundation

(AHF) and American Express. In a study

conducted by Cornell University School of Hotel .

Administration, our franchise agreement was
cited for:

- Being More Two-Sided than most
industry agreements

- Terms that contribute to building good
faith and strong working relationships

A few of the key points of differentiation
between Microtel and a traditional franchise

license agreement:

- Protected Territory
We offer a unique, specific area of
protection for all Microtel hotels

- Contract Term
20 Years + 10 Year Renewal Option

+ Liquidated Damages
Based on hotel occupancy performance
with a fair approach to ending the

relationship if things are just not

December 2000 Hotel and Motel Newsletter




mutually working out true budget segment, offering a quality hotel
- Conversions choice for the largest potential customer base in
- Microtel is strictly a new construction the industry.

product - we do not allow conversions

. Change in Manual Microtel Inns & Suites is coming to your

Changes requiring a substantial town. Wouldn't you rather be the proud owner
investment require approval of 66% of than have your competitors own it? Development
Or Standards the franchisees in the opportunities for Microtel Inn, Microtel Suites
Microtel system at that time and Microtel Inn and Suites are wide open.

» Tyansfor Hoe Some of the hottest markets are still available.

Our current agreement calls for a simple
$5,000 fee while many of our
competitors treat a transfer as a new

application with full fees

Steve Romaniello, our president, states it
clearly: "Our fair franchising commitment has
been praised by franchisees and copied by other
franchisors. We understand that fairness,
honesty and support for our franchisees is the

backbone of our business."

Join US to be a part of the next emerging
wave in the hotel industry. Call Tim Muir at 404-
235-7412 or visit our website at

www.microtelinn.com.

FRANCHISE
WITH

The future for Microtel Inn, Microtel Suites
and Microtel Inn & Suites looks bright. As the Traschen Sy, It
rest of the industry continues to develop mid-

priced hotels, Microtel will fill the void in the

JREE@EN December 2000
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HOW TO EFFECTIVELY
MANAGE & OVERSEE A
HOTEL GENERAL MANAGER

1/ Ensure the reporting structure is clear.

2/ Clarify expectations up-front
a/ Set specific goals & objectives
b/ Require joint particpation in the
process

3/ Serve as a role model
a/ Set the example
b/ Do'nt ask him/her to do anything you
wouldn't be willing to do yourself
¢/ Lead by the Goldern Rule

4/ Communication Openly
a/ Be honest & forthright
b/ Be quick to adress issue of
concern........ don't let things fester
¢/ Maintain an open door policy
d/ Clarify that you want them to tell you
what you need to  hear......not what they
think you want to hear (i.e. don't let
communication be impededly
initimidation from your title or
authority)
¢/ Conduct Frequent Perforance Reviews
(recommand twice annually)

5/ Recognize Good Perforance
a/ Ensure the individal is recognized for a
job well done
b/ Praise amidst peers

6/ Allow Autonomy & Room to Room

Mike Wang

a/ Assume they want to do the right
thing.....give them the chance

b/ Don't micromanage (If you have to do
their job, than you've got the wrong
person in the job)

7/ Provide Incentives

a/ Create enticing bonus plans based on

clear and achieveable objectives

8/ Hold G.M.'s accountable

a/ Manage by reasonable objectives

b/ Utilize StAR reports for comparative
analysis

¢/ Monitor weekly sales activity reports
(make sure they're involved in sales
process)

d/ Monitor Labor Expense - demand
utilization of daily labor & clear staffing
guidelines

e/ Monitor Pricing - demand frequent
pricing analysis & competitive pricing
SUrveys

f/ Monitor purchasing controls

g/ Require Financial Forecasts (10 days
forecast[producted weekly] & annual

forecast update [monthly])

9/ Encourage Fun!
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Royal Electronic Lock & Supply, Inc.
1538 E. Lincoln Ave., Anaheim, CA 92805
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A GUIDE TO CALIFORNIA'S
NEW DAILY OVERTIME RULES

( SECOND EDITION )

n 1999 Governor Davis signed into law the
IEight-Hour-Day Restoration and Workplace
Flexibility Act (A.B. 60) to bring back overtime
pay for millions of nonexempt employees who
work more than eight hours in a day. The law put
to rest the controversy that raged between
employers and labor groups since the Industrial
Welfare Commission (IWC) in 1997 scrapped
the rule dating back to 1911 that mandated daily
overtime. (In contrast, federal law requires
overtime only after 40 hours in a week.) The
IWC has also approved new wage orders

implementing the rules. We've prepared a
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summary of the key points you should know
about the new law.

More Than Overtime
Has Changed

The new law goes beyond simply reviving
daily overtime. It establishes cumbersome
procedures for setting up alternative workweek
schedules such as four 10-hours days. It also sets
out new rules about make-up time, waiving meal
period after 10 hours of work, and minimum
salaries for exempt workers. And it adds new

penalties for violations.

Who Is Covered By The Law

California's industry- and occupation-
specific wage and hour rules are contained in
several different sets of regulations know as
"Wage orders." The wage orders are issued by
the IWC, whose members are appointed by the
governor. All of the wages orders are enforced

by the state Labor Commissioner.

# Wage orders affected by daily overtime.
The new rules reinstate daily overtime for
employees covered by the following wage
orders:



a. Manufacturing Industry (Order 1)

b. Professional, Technical, Clerical,
Mechanical and Similar Occupation
(Order 4)

c. Public Housekeeping Industry (Order 5)

d. Mercantile Industry (Order 7)

e. Transportation Industry (Order 9)

As of January 1, 2000, when the new rules
went into effect, the 1998 version of these wage
orders were repealed and the pre-1998 versions
of Wage Orders 1, 4, 5, 7, and 9 were reinstated.
The IWC has now revised these and all other

wage orders affected by the new law.

# Construction, mining, drilling and

logging.

The new daily overtime rules apply to
employees engaged in on-site construction,
mining, drilling, and logging activitirs.

# Who's covered by other provisions of the
new law. Employees affected by the provisions
of the law, other than daily overtime, include all
those listed above and employees covered by
these wage orders:
a. Personal Service Industry (Order 2)
b. Canning, Freezing and Preserving
Industry (Order3)

c. Laundry, Linen Supply, Dry Cleaning and
Dyeing Industry (Order 6)

d. Handling Product After Harvest Industry
(Order 8)

e. Amusement and Recreation Industry
(Order 10)

f. Broadcasting Industry (Order 11)

g. Motion Picture Industry (Order 120

h. Preparing Agricultural Products for
Market Industry (Order 13)

1. Household Occupations (Order 15)

Any existing exemption from daily
overtime after eight hours specified in these

wage orders will continue in effect.

Who's Not Covered

The new law does not apply to public

employees nor does it change the existing
exemptions for outside sales workers or family
members who are employees of a family-owned
business. It also does not apply to the following

workers:

# Agricultural employees. Employees in
agricultural occupations, as defined in Wage
Order 14, are exempt from the new law and
continue to be covered by the rules currently in
effect. However, employers covered by this

wages Order are subject to the new penalties.
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# Unionized employees. The law doesn't
apply to employees covered by collective
bargaining agreements that set wages, hours and

working conditions; provide premium rates for

all overtime hours worked; and specify a regular

hourly rate of pay that's not less than 30% over

the state minimum wage, currently $5.75.

New Daily Overtime

Requirements

Here's how daily overtime works under the

new law:

# When time and a half must be paid. You
must pay time and a half for all hours worked
beyond eight hours in one workday or 40 hours
in a single workweek. Time and a half is also
mandated for the first eight hours worked on the
seventh day an employee works in a workweek.
(Vacation, sick leave, and holidays are not
considered "hours worked" for the purposes of

calculating overtime pay.)

# When double time must be paid. Double
time is due for any work in excess of 12 hours in
one workday. It also must be paid for all work
over eight hours on the seventh day an employee

works in a workweek.

Other New Rules

The following rules apply to all employers

except those exempt from the law:

# Make-up time. This rule allow

IEBEREA December 2000

employees-with your approval-to take time off
for personal obligations and then make it up
during the same week without being paid
overtime. In other words, the make-up time is
not counted in the total number of hours worked
when computing daily overtime unless the total

hours worked exceed 11 in a day or 40 in a week.

These make-up rules also apply to
employees working alternative workweek. And
the rules permit make-up time on nonregularly
scheduled workday under an alternative

workweek arrangement.

For each occasion when an employee want
to make up work time, the worker must give you
a signed written request for you approval. You

cannot solicit or encourage employees to work
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make-up time, but you can inform employees of
the make-up time option. (see the sample
Request for Make-Up)

If an employee knows in advance that they
will be requesting make-up time for a personal
obligation that recurs at a fixed time, the
employee can request up you four weeks in
advance to work make-up time. However, the
make-up work must still be performed in the

same week that the work time is actually lost.

# Meal and rest periods. Most employees
were previously entitled to a meal period after
every five hours. Under the new law, if the total
hours worked don't exceed 12, a second meal
period after 10 hours may be waived if you and
the employee mutually agree and the first meal
period was taken. Plus, for each workday that
you fail to provide a required meal period or 10-
minute rest break, a nonexempt employee must
receive a premium of one additional hour of pay
at their regular rate of compansation. That
additional hour isn't counted as time worked for
purposes of calculating overtime. And the hour
premium doesn't apply if an employee
voluntarily agrees in writing to an on-duty meal
period.

# Minimum salary for exempt employees.
The new rules modify the definitions of
executive, administrative and professional
exemptions from overtime to bring California in
line with federal rules defining which employees
are exempt. Generally, exempt employees must
spend at least 50% of their time performing

exempt duties. Plus, the law now requires
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exempt employees to earn a minimum monthly
salsry of at least two times the minimum wage
(currently $5.75), based on a 40-hour workweek,
which comes to $1,933.33 a month. Part-time
employees, in order to qualify as exempt, must
be paid the full new minimum monthly salary
regardless of how few hours they work. And the
new salary requirement also applies to
professional employees, even some who

previously could be paid by the hour.

Adopting Alternative
Workweeks

The new law permits you to have a

regularly scheduled alternative workweek
allowing employees to work up to 10 hours a day
during a 40-hours workweek without qualifying
for daily overtime. The alternative workweek
may be a single schedule for all workers in a
work unit or a menu of schedule options from

which each employees in the unit can choose. If



you propose a menu of work schedule options,
the employees may, with your approval, move
from one menu option to another. Note that you
can't change wage rates as a result of the
adoption or termination of alternative work

schedule.

SAMPLE REQUEST FOR
MAKE-UP TIME

You can use this form for employee
requests to make up hours-without daily
overtime-for work time lost because of personal

obligations.

Request To Make Up Time

I am submitting this request to work
additional hours to make up work time I missed
or will miss for personal reasons. I will work the
make-up hours in the same workweek that the

time was lost.

# Procedures to establish an alternative
workweek. Am alternative workweek can be
adopted if at least two-third of the affected
employees in a work unit-such as a division,
department, job classification, shift or separate
location-approve the schedule in a secret ballot
election. The new rules also required you to
provide workers with a workweek proposal and a
written disclosure, which must be translated into
a non-English language if at least five percent of
affected employees speak that language. Plus,
you must hold meeting to discuss the effect of

the proposed schedule. Setting up alternative

schedules for individual employees without
following the new procedures will trigger the

daily overtime rules.

Election result must be reported within 30
days to the California Department of Industrial
Relations. Send the results to: Division of Labor
Statistics and Research, Attn: Alternative
Workweek Election Results, P.O. Box 420603,
San Francisco, CA 94142,

I was off work, or will be work off, for

personal reasons on (specify

date) during the hours of ¢ 3

wish to make-up that lost time of
hours(s) during the same workweek by working

an additional hour(s) on

(specify date(s)).

I understand that by law the make-up hours
will not count toward calculateing overtime
unless I work more than 11 hours on a make-up
day or 40 hours in that workweek.

Date:
EMPLOYEE NAME:
EMPLOYEE ID No.:

Signature:

Approval:

Not Approved:
Date:

By:
Title:
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As the law is written, these rules affect not
only Wage Orders 1, 4, 5, 7 and 9-which
previously had no alternative workweek
regulations-but other wages orders, too. For
example, some wage orders (including 2, 3, 6, 8,
11, 12, 13 and 15) previously didn't require a
secret ballot election, but now they do under the

new rules.

# Overtime rules for alternative workweeks.
You have to pay an overtime premium when
employees work hours beyond their regular

alternative workweek schedule, as follows:

1/ Time and a half

An employee who, on a regularly
scheduled workday, work in exceed of their
regularly scheduled hours, up to 12, must be paid
one and a half times their regular rate of pay for
the extra hours. Time and a half is also required
for all hours in excess of 40 hours in a week and
for the first eight hours of work on a

nonregularly scheduled workday.

2/ Double time
You're required to pay double time for
work over 12 hours a day on a regularly
scheduled workday. Double time is also required
for work in excess of eight hours on day that are

not regularly scheduled workdays.

# Accommodating employees who are
unable to work an alternative workweek
schedule. If an employee eligible to vote in a
secret ballot election is unable to work an

alternative schedule established by that election,

IREEIEH December 2000

You have to make a reasonable effort to
accommodate that person. This means you must
try to arrange an eight-hour work schedule for
that individual. You must also explore reasonable
ways to accommodate employees whose
religious beliefs or observance conflict with the
alternative schedule. You're permitted to
accommodate any employee hired after the
election who is unable to work the alternative

schedule.

# Special rules for the health care industry.
There are several different alternative workweek
rules for health care industry employees covered
under Wage Order 4 and 5. For example,
alternative workweek for these employees may
consist of workdays of up to 12 hours (with a 4-
hour-shift minimum) within a 40-hours
workweek. You're required to pay double time
for hours in excess of 12, and employees who
put in more than 40 hours in a workweek must

be compensated at time and a half.




Validity Of Alternative
Workweek In Effect

Prior To New Law

The new law provide some guidelines
regarding which alternative workweeks in place

prior to January 1, 2000, continue to be valid.

# Alternative workweeks under Wage
Orders 1, 4, 5, 7 and 9. Such arrangements
unilaterally established by employees prior to
January 1, 2000, are void under the new law. But
there's an exception if the alternative workweek
provides for a regular schedule of no more than
10 hours a day and it was adopted by a two-
thirds vote of employees in a secret ballot
election conducted under any of the pre-1998

wage orders procedures.

# Voluntary alternative workweeks. An
employee who voluntarily worked an alternative
workweek schedule of no more than 10 hours a
day as of July 1, 1999, can continue to do so

without daily overtime provided you approved

their written request no later than May 30, 2000.
This provision applies to employees covered
under Wage Orders 1, 4, 5, 7 and 9.

Special Industry Rules
The IWC approved a ski industry

exemption permitting, during the regular ski
season, workweeks of up to 48 hours and up to

10 hours in a day without overtime.

The IWC also adopted an alternative
method that employers may use to satisfy their
minimum wage obligation for crew members on

licensed commercial passenger fishing boats.

Penalties

The new rules create additional penalties
that apply not just to employers, but also to
managers who commit violations. On top of
unpaid wages, the law sets a penalty of $50 for
initial violations and $100 for subsequent
offenses for each underpaid employee for each
pay period. These fines are in addition to any
other penalty specified under existing wage and
hour laws.

For More Information

For more information about the new rules,
contact one of the Labor Commissioner's Public
Information Offices: San Francisco, (415) 557-
7878; Sacramento, (916) 323-4920; Los Angeles,
(213) 620-6330; and San Diego, (858) 467-3002.
To keep up to date on new developments, check
the special A.B. 60 section of the Subscriber
Resources page of Web

our site,
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California Hotel Development
-- To Build or Not to Build?
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2000 Mid-Year
California Hotel Sales Survey
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California Hotel Development
To Build or Not to Build?

ﬁ Itlas Hospitality Group has just published
its year-end California new hotel

development survey. The survey has received
national and local press coverage, being featured
in the Los Angeles Times, Orange County
Register, Los Angeles Business Journal, Hotel
Business News, and California Real Estate
Journal, to name a few publications. If you
would like more information, please feel free to

contact Alan X. Reay, President.

Some of the highlights of the survey

include:

@ Northern California is ahead of Southern
California in new hotel projects planned

or under construction with 258 vs. 184,

@ Southern California is ahead of Northern
California in number of new hotel rooms
planned with 35,468 vs. 33,529 for

Northern California.

@ Los Angeles County leads the state with
50 new hotels in the planning stages. San
Diego is a close second with 45, and
Orange County third with 44. Alameda

IRBBiEEA December 2000

By Wilson Wang

County leads Northern California with 41

new hotels planned.

@ The Hyatt Hotel in San Diego with 810
rooms is the largest hotel currently under
construction in California. Disney's
Grand California is second with 750

rooms.

@ California had a total of 79 new hotels
that opened in 1999; 55 of the propertics
were in Northern California and 24 in

Southern California.



@ Northern California added 5,954 new
rooms and Southern California added However, the difficulty in obtaining
3,152 new rooms. "favorable" financing for new hotel project is

definitely putting a damper on developers plans

@ Alameda County added the highest to get new projects out of the ground. In
number of new hotels-12, as well as the addition, The California building boom in all
most rooms-1,668, of any County in other types of real estate, e.g., residential, office,
California. retail, etc., has driven up both labor and material

costs making many new hotel projects too

@ The W Hotel in San Francisco is the expensive.
largest hotel that opened in 1999 with
423 rooms. The Marriott Fremont was We believe that even with the projects that
second with 357 rooms, and the Palomar do manage to get built, these addition rooms will
in San Francisco was third with 198 not hit the market for at least the next eighteen to
roomes. twenty-four months, which in turn bode's well

for existing hotel values.

FORECAST

California now has a record number of
planning stages, which if it all gets build would

create a strain on the market.
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ECONOMIC FORECAST

Outlook for Hotel Financing

Hotel financing for deals under $2 million
is generally available through a number of local
lenders specializing in SBA (Small Business
Administration) loans. The benefit to borrowers
with these types of loans is that they offer higher
loan-to-value ratios (up yo 80%)and are fully
amortized. The drawbacks are:

1.If the borrows currectly has a SBA loan,
They can'nt get another.

2.The loans are normally adjustable, tied to
Prime and a spread of 1% - 2%. There is
a risk with these loans as Prime can be
adjusted rapidly.

3.High origination fees, normally around
2% - 3%.

On the large deals- $5 million plus,
conduit finacing and some of the major lenders,
e.g. Wells Fargo and Bank of America, are in the
market. These loans are generally fixed at a
spread over the 10-year Treasury-Bills and are
currectly running in the lower 8% range. The
lenders look for a 1.4 debt coverage ratio and are
typically amortized over 25 years, due in 10
years, and normally have pre-payment penaties.

Conduit loans are typically 10% for
origination plus legal fees, which normally cost
$25,000 - $30,000.

New Construction
Financing for new hotel contruction

IREEIEAEA December 2000
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continues to be very slow Southern California,
especially in secondary markets. Developers
must have "real" equity of at least 30% and
lenders typically require a franchise and
experienced hotel operators only.

The one area of new hotel development in
Southern California that lenders seem more
interested in is the luxury-end of the market.
Luxury hotels have experienced some of the best
growth in average daily rate and occupancies of
any hotel catagory in Southern California and
there is less concern of overbuilding in this

market.

As am example, Ritz Carlton is planning
two new hotels in Southern California, Irvine
and Laguna Beach.

Forecast

Hotel room rates will continue to increase
next year in Southern California as hotelier push
rates and allow occupancies to decline slightly.
This will result in more profitable hotels and
higher sales prices.

The new Staples Center and the
Democratic Convention in Los Angeles are just
two of the additional positive factors that
increase visitors to Southern California. The
renovted Anaheim Convention Center and
completion of many of the major freeway
improvement are other positives.



ATLAS HOSPITALITY GROUP

The Market Leader in

California Hotel Sales
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Inn at La Jolla, La Jolla, CA 45 Rms

La Jolla Shores Inn, La Jolla, CA 39 Rms

Travelodge Simi Valley, Simi Valley, CA 96 Rms
Travelodge Ontario Central, Ontario, CA 33 Rms

Studio Lodge, San Bernardino, CA 144 Rms

Holiday Inn Riverside, Riverside, CA 296 Rms
Travelodge San Bernardino, San Bernardino, CA 91 Rms
Newport Bay Inn, Costa Mesa, CA 60 Rms

Tradewinds Motel, Laguna Beach, CA 23 Rms

Ramada Inn, Buena Park, CA 198 Rms

Newport Beach Inn, Newport Beach, CA 44 Rms
Portofino Suites, Newport Beach, CA 5 Rms

Lynwood Motel, Ridgecrest, CA 36 Rms

El Dorado Motel, Ridgecrest, CA 84 Rms

Holiday Inn Express Newport, Newport Beach, CA 50 Rms
American Inn, Ontario, CA 33 Rms

San Marcos Inn, San Marcos, CA 88 Rms

Pacific View Motel, Huntington Beach, CA 19 Rms
Vacation Inn Old Town, San Diego, CA 124 Rms
Roadrunner Motel, Bakersfield, CA 50 Rms

Best Western Laguna Brisas Spa, Laguna Beach, CA 65 Rms
Days Inn Santa Clara, Santa Clara, CA 168 Rms

Midway Motel, San Diego, CA 52 Rms

Colony Inn & Goodies Café, Buena Park, CA 40 Rms
Homestead Motel, San Luis Obispo, CA 15 Rms
Bayview Laguna Inn, Laguna Beach, CA 23 Rms

Comfort Inn Lawndale, Lawndale, CA 103 Rms
Holiday Inn San Pedro, San Pedro, CA 60 Rms
Ramada Inn Mission de Oro, Santa Nella, CA 161 Rms
Holiday Inn Express Poway, Poway, CA 47 Rms
Colony Inn National City, National City, CA 65 Rms
Hampton Inn Arcadia, Arcadia, CA 131 Rms
Econolodge SLO, San Luis Obispo, CA 18 Rms
Quality Suites San Clemente, San Clemente, CA 66 Rms
Quality Inn Del Norte, Camarillo, CA 110 Rms

Pacific Shore Hotel, Santa Monica, CA 168 Rms
Vacation Inn El Centro, El Centro, CA 198 Rms

Super 8 Motel Anaheim Park, Anaheim, CA 113 Rms
Best Western Sandman Inn, Redlands, CA 65 Rms
Barnabey’s Hotel, Manhattan Beach, CA 125 Rms
Roadway Motor Inn, Pico Rivera, CA 100 Rms

Big Bear Lake Inn, Big Bear Lake, CA 52 Rms
Econolodge Hesperia, Hesperia, CA 54 Rms

Rodeway Inn Escondido, Escondido, CA 23 Rms
Super 8 Hesperia, Hesperia, CA 72 Rms

Super 8 Motel El Cajon, El Cajon, CA 72 Rms

Best Western Miramar, San Diego, CA 101 Rms
Comfort Inn & Suites, Anaheim, CA 101 Rms

Days Inn Mission Bay, San Diego, CA 101 Rms
Hollywood Metropolitan Hotel, Hollywood, CA 90 Rms
Travelodge Victorville, Victorville, CA 97 Rms
Express Inn Ontario, Ontario, CA 58 Rms
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3152 Redhill Avenue, Suite 280 ¢ Costa Mesa, CA 92626
Telephone: 714-662-4400 Ext. 402 * Fax: 714-662-5500
Email: wawo02(@atlashospitality.com

Atlas
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2000 Mid-Year
California Hotel Sales Survey

Summary of
California Highlights

* Volume of transactions through first six
months was almost exactly the same (163 in
1999 and 162 in 2000).

- Sale of hotels $5 million and
above declined by 39.29%.

- The average price per room in
California increased by 4.53% from
$50,267 to $52,543, and the median by
7.62% up from $32,631 to $35,117.

- The average price per room in
Northern California declined 9.86%
from $72,951 to $69,761, while the median price
per room fell by 19.59%, down from $55,664 to
$44,762.

- The average price per room in Southern
California increased by 11.41% up from $43,560
to $48,530, while the median price per room
increased by 7.14% up from $31,111 to $33,333.

+ The median price per room in Northern
California leads Southern California by 34.3%.
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- Largest hotel sale in California in the first
half of 2000 was the 1,192-room Westin St.
Francis, which was sold for $243,000,000 in
April. BRE/St. Francis, LLC of New York was
the buyer.

* Most expensive price paid per room was

the Four Seasons Biltmore in Santa Barbara,
which closed in May at a record price of
$641,026 per room. Total price was
$150,000,000. Ty Warner, the founder of

"Beanie Babies," was the buyer.

Regional Highlights

Northern California



* San Mateo County had the highest
percentage increase in sales volume of any
county in California for the first six months of
2000. Sales were up by 100% (from 2 to 4
sales), followed by San Francisco County, which
was up by 80% (from 5 to 9 sales).

+ Alameda County has the highest median
price per room in all of California at $84,207,
down by 11.7% over 1999.

- San Francisco County had the third
highest increase in California in median sales
value per room, up by 21.53% in 2000 (San
Bernardino County was first with an increase of
31.8% and Riverside County second with an
increase of 31.63%).

+ The Westin St. Francis in San Francisco
was the largest hotel transaction in California in
the first half of 2000, at a sales price of
$243,000,000 for 1,192 rooms.

Los Angeles County

- Los Angeles County had the largest
increase in sales volume of any county in
California, up 30.56%.

+ Los Angeles County had the largest
decline in average price per room of any county
in California, down by 24.93%. The median

price per room declined by 3.22%.

* The Hotel
Intercontinental Hotel) was the largest hotel sold
in Los Angeles County in the first half of 2000.

Omni (formerly the

The price was not disclosed.

- Los Angeles County has the second
lowest median price per room in Southern
California at $27,096 (San Bernardino County
ranks last with a median price per room of
$26,613).

Orange County

+ The number of Orange County hotel sales
declined by 13.64% in the first half of 2000.

+ The average price per room jumped by
27.2%, while the median price per room declined
by 7.7%. This was the largest decline in median

value of any of the Southern California Counties.

+ The Ramada Inn Conestoga was the
largest hotel sold in Orange County in the first
six months of 2000, with 255 rooms and a price
tag of $12,000,000.

December 2000 Hotel and Motel Newsletter



60

San Diego County

- The volume of hotel sales in San Diego
County plummeted 46.7% during the first six
months of 2000, the largest decline of any

County in California.

- The average price per room climbed
5.15% to $47,344 and the median price per room
was up 5.88% to $37,500.

+ The Loews Coronado Bay Resort with
443 rooms was the largest hotel sold in San
Diego County during the first half of 2000 and
the second largest hotel sold in the State (the
1,192 room Westin St. Francis in San Francisco

was the largest).

- At $203,160 per room the Loews

IREEEEN December 2000

Coronado Bay Resort was also the most
expensive hotel sold in San Diego County in the
first half of 2000.

Riverside County

* Riverside County had the second highest
increase in both average price per room (up
41.39%) and median price per room (up 31.63%)

in Southern California.

- Largest hotel sold in Riverside County in
the first half of 2000 was the

Courtyard by Marriott in Palm Desert.

l51-room

+ Most expensive hotel sale was Courtyard
by Marriott in Palm Desert at $16,250,000.

San Bernardino County

- San Bernardino County experienced the
highest percentage increase in both the average
price per room (up 44.21%) and the median price
per room (up 31.8%) in all of Southern

California.

- The average size hotel sold in San
Bernardino County was 39 rooms.

+ The most expensive transaction in the
first half of 2000 was the Comfort Inn San
Bernardino, a 50-room motel that sold for
$2,750,000 or $55,000 per room.
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CHINESE RESTAURANT % Fax:(714)750-9631
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Serving our community...
one customer at a time

When you come to Pacific Western National

Bank, you’ll get community banking at its very
best.

Our bankers know their business, but they also
know your name. Our staff is ready to help
when you want a checking account or a line of
credit for your business. You’ll get friendly,
helpful service and always, a smile.

We believe it’s the way community banking
should be.

" PACIFIC WESTERN

May Chew, Vice President & Manager

200 S. Vincent Avenue, West Covina, Ca 91790
(818)919-5761

O fondha w2 19O

Fxmn W oy e i (20

L]
LENDER




36

b &k He-mail » KRG IE BT —BIE o &
TEGA PDASM RS do ¥ LR EM AL > T
AHATREEET » —BLRRF -

S SN Q‘AMM%%%-’%PDA%@‘IH s F A
u&mﬁﬁ KoY TREH —FTFA
— &R gH‘\ﬁ$%&#%%
mﬁﬁ,%émgmaﬂTugmﬁ~@ﬁ
MR KPDAY » S @M L @ T
AR AL H TAEMATE S R AT EF
B AR BB R BT o

—EBEH—FTL T2 KRR AA
12cmx8cmx1.8cm #9PDA » 8K 48 47~ L 4@
ﬁszM%ﬁﬂ+@Mﬁ‘£$%%@‘
—TaEMFHFR - —THEBHSHEA
;Eﬁ%%%#’%ﬁuhﬁiwﬁﬁmﬁ

g (A6 T ESMB A R TR ) o 4% H] A
W%ﬁ EHLCDE # > RMALFFRAA
iAE o JER AALCD% & » PDA & 4% 25,
TR T &% o

JEEEEEA December 2000

TS BYERRSHS S

1% 5 i — 369 IBM PDA Wordpad » & &
BT IBMAY A Z 5 2 EAER - Fo A E
AR A B A ARl AR S HAEK -
A stk REPDA » REGE —R WA T F
W E M BAENEPCRMIY  FERT
HBET I AL FRE S #5% E R R
13 JE 34 LT AT E oh AR AR M L AR 3 A6
A APT o

HHPDAWMH A » BWEH EXH T
PDA site-Banking 69 IR #5i& & » 4,3k & B BF &
AR B RAF BB A o REWAPDA » B I
BRI 2Bk IR 0 LA UPDA K A LA
0 #7 8 A4E o A E 4o 3k o VAPDA $iLInternct Z %

Rt B0 EIRA » SKE WA 4o > & THE W
o #5 il. —T A F {45 @ AT 4L 0 o

FEMXABAALRIEG AT o

Ah EEBLELAHEMA L APDAR
AR HEFZ — - TURAFE FH
Graffiti Power## 3k 8088 ¢56 » R & 848 M AT
Ak BTk mEMEG M ATE
o AR EAE T E R sk E
by B 8y o

MR B3R s RE RKSE W SR
HFE PR o ARG B AR B
WA BRGG BT FEAG S o o
FH%— 1 PDALK T @A XF TR &
It MR A 68 A . R4 R
Al o 38 SRR A6 3RS M R AR A AW
o FEARATERERT -



Nu-Way Design Center
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John Lee / % # 2

Prudential Representative
PRUCO Securities Registered Representative
CA Insurance License 0C42241

Prudential

17700 Castleton St., Ste 228

City of Industry, CA 91748

TEL: 626-810-0905 FAX: 626-810-4670

Irvine Office:
TEL & FAX: 949-653-2371
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Wy jl:r;gential

* [l1Prudential Property and Casualty Insurance Company, Prudential Commercial Insurance Company, Prudential General Insurance Company
2 The Prudential Property and Casualty Insurance Company of New Jerscy ${ » it # 23 Main Street, Holmdel, NJ 07733 o i ET PR
A FETE RN EA AL -

SIS OB O R Y T D TR AT Bk 1] B S AL B I B SR by L ST RBAR B o e AT
FORHILATRE LASE SRR © Future written communications for The Prudential Insurance Company of America including
contractual agreements and policy maintenance information will be in English. Additional materials may also be in English.

©1999 The Prudential Insurance Company of America. 751 Broad Street, Newark, NJ 07102, Ed. 6/99 TFS-19990607-A017942
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Los Angeles Alhambra San Gabricl City of Industry  Westminster Torrance San Jose Oakland Berkeley-Richmond  New York Houston
(213) 625-4700  (626) 284-6556  (626) 573-1000 (626) B10-1088  (714) 890-7118 (310) 791.8700 (408) 238-8880 (510) 208-3700 (510) 526-8898 (212) 732-0200 (713) 278-95%9

Monterey Park  Valley-Stoneman  Hacienda Heights  Diamond Bar Irvine Cerritos Cupertino Fremont Millbrae Flushing
(626) 281-RR08  (626) 576-T600  (626) 333.8533  (909) B60-8299  (949) $59-7500  (562) 860-7300 (408) 255-8300 (510) 770-5151 (650) 652-0188 (718) 886-5225
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J W D A ARCHITECTURE / PLANNING / INTERIOR DESIGN

529 EAST VALLEY BLVD, SUITE 228-A
SAN GABRIEL, CALIFORNIA 91776
TEL: 626-288-9199 FAX: 626-288-9159



