


























would all suggest a workout instead of the posses-
sory alternatives. However, if the property is se-
verely damaged by a hurricane or other disaster,
that factor alone might outweigh all the others and
swing the evaluation in favor of one of the other
“possessory” alternatives.

SAG - PROFIT CENTER FOR

THE 21ST CENTURY

How the SAG is run can make a critical difference.
Utilizing the SAG as a profit center can make a
difference in amounts recovered and how the bank
is protected from lender liability claims. The bank
can position itself to make a bigger impact on its
profitability, more so than the commercial loan
originations. In recognition of that, senior manage-
ment should be given prompt access to decision-
makers and other resources, including hotel law-
vers and consultants.

NOTES

1. The terms of a hotel management agreement can easily add
or subtract 25 percent or more to or from the value of a hotel.

2. James R. Butler, Jr., Co-Author, Chapter 14 “Special Legal
Considerations for Hotel Investors,” Hotel Investments ls-
sues & Perspectives (2nd Ed. 1999), Educational Institute,
American Hotel & Motel Association.

3. Baltin’s Law was formulated by Bruce Baltin, Senior Vice
President of PKF Consulting in Los Angeles, Calitornia. Mr.
Baltin has more than 30 vears of hotel experience.

4. The SNDA is the acronym for Subordination, Non-Distur-

bance and Attornment agreement, which is usually a three

party agreement involving the owner, the operator and the
lender of the hotel. Such agreements typically provide com-
fortto lenders that upon a foreclosure, deed-in-lieu or sale in
bankruptcy that the lender or its successor in interest will
continue to enjoy the benefits of the management agree-
ment. This may be of great value in some circumstances,

However, many such agreements also limit the lender’s or

successors’ options in purporting to bind them to the terms

of the agreement whether they want it or not. This poses
many interesting issues where the lender or a successor want
to remove or terminate a brand or operator.

Inre S.F. Drake Hotel Associates, 131 B.R. 156 (Bankr. N.D.Cal.

1991) (minority view holding that hotel room revenues are

“rents” ).

6. In re Northview Corporation, 130 B.R. 543 (9th Cir. BAP 1991)

(majority view that room revenues are “accounts” and not

“rents”). See also, In re Ashkenazy Enterprises, Inc,, 94B.R. 645

(Bankr. C.D. Cal 1986) and In re Mid-City Hotel Associates, 114

B.R. 634 (Bankr. D.Minn. 1990).

Bankruptcy Code Section 552(b).
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