BUSINESS OWNERS AND THE MEDIA

What to say whon the oamoms are rolllng, the mwrophonos are swltchod on
| and the roportors are scnbblzng i their notebooks

BY PHlL YACUBOSKI

GOT THE BAD NEWS‘Ein;a pre-dawn ph one
, v fore Christmas 2004, :contend w1th the newspaper reporters and TV TIEWS CTEWS. ™
‘ Hls Aunt Rosm the deli manager at his famﬂy’& 3‘The med1a wanted'to’.know What had caused the fire and,

‘ 7's ShurSa Supermarkets in northeast- ort : re :

21

cr ’u“ ng a oall she;

;an SWer. to the latter , uestmn Was far from clear The store
ended up bemg closed for a month and a half, and Fasula
‘estimates he lost about $2 million in revenues. But the
Teporters’ questions didn't faze Fasula, who remembered
‘the old adage "'I’herc’s no such thing as bad publicity.”
F dread hi , store's regular custom-
ers forced to do their hohday food: shopp ng elsewhere.
o . ‘But intuitively, he knew he had to be
 forthright when speaking to the media.
| “That morning, there were reporters
there,” he says simply. “We were quick
~ toassess what happened and then we
on ~ went to talk to the reporters,”
conservative and are clearly et Since the fire, he says, business at
;’: afer, but black could look too" the Moosic store is up 10%.
: Fasuia reca]ls telhng the pzess that

:cham o
: :mnunt Of the store
smoke and destro;

1 ‘systcm
the damage was. The fire ztself dldn’t
_reach the store, but the place had filled
with smoke,
- Staff from Pennsylvama s Depart-
ment ofLAgnculture which oversees
food services, were also there that
‘morning; they condemned the food,
.and everything had to be thrown away.
Fasula remembers. giving that news to
‘Téporters, t0o, to show the ublic that
_the company was being proactive in
taking care-of the problem and getting
the store back open.
, “My advice is to be as open and as
| frankas posmb]e " says Fasula, Who

_ ‘media has been a key to his success.
‘He's often quoted in connection with
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ple that are financing you,” he
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 managing edltor of the Boston HechZ
 who's now a consultant with KHI/
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Several times a year, John
Ward climbs to the toj of‘
his tree stand inrural
Sullivan County hoping to
get that trophy buck. This
past surmmer as he Jooked
overa carpet of ferns; he
wondered what ¢ould lie
beneath. If geologists are

be hatural gas.

right, the new trophy could’

Gas drllig ope ations rmaily tae p 5 cres of Iand {‘pliatd courtésy of Pa. Gas and O Assodétn)

1N THE LATE 19805, JOHN WARD, 0F GLEN LYON, ALONG WITH-THREE OTHER HUNTING BUDDIES, .
SCOOPED Lp MORE THAN 604 SRESOF LAND N&AQ DUSHQQ ,D,(f\ TD USEFOR: HUN?!IK? Years
later, little did he realize that he could pay for the land by leasing the property for the:
exploration of natural gas:

*They.knew the gas was he fora long‘ttme. but: theydtdn’t know how to get it aut of
the: ground,” said Ward, wha saw.an advertisement in 3 local newspaper about gas com-
pariies looking to lease property:

After doing some research; hebegan the negotiation pracess, only to get close to five
times:what'was initially.offered,

“That's when the land gra began, -said'Ward. Hélll also geta royalty off whatever

-the company finds in the-ground; that money will be split among the four landowriers,

Striking it rich

And Ward is niot alone.. He jokes at the thought of beinga ‘gas baron; but he, along
with several of his hunting friends, all have léased property hoping to: strike it rich. He:
said nearly. 400 séres of nearby land is now up for exploration.

Inrecent years; geologists figured out how to drill into Marcellus:shale, a vast stretch
of rock reaching from Northeastern PA into.New York State, and all the way back into:
Virginia: ‘Some scientists sav it could contain hundreds'of trillions: of cubic feet of natural




gas. Once the drilling begins, they are
able:todrill horizontally—something:
they've never bewi able to do, thus get-
ting the shale’s Vast riches: The thicker
the rock; the better; and experts say the.
rural mountains of Central Pennsylvania
ate ripe for dear hmg
There:are three gthe

milar sh‘ai“e:
and Arkansas,

: f el
firrn Has handled anurn
S$usquehanna, Lycoming, Tioga, Sulliv

Tice believes some landowners could
‘get sis iich as $2700 an agre, with'a few
that Have doné even better. Groups 6f
landowners, He says, also get'a better
‘price.

“My impression is that when they drill
:they‘ & pretty likely to hit it," Ticg added.

“Thekiy thing is that wa're still in the:
exploratory mode; but we don't have con:
firmation‘that the'area is & good area to.
de\/e[dp‘,‘""’sé’ia' Louis DAmico; éxecutive
director of Independent Oil and Gas

Association.of Pennsylvania, of Wexford; a

non:profit trade association’ that's been
‘active in'natural gas explorationin’
Pennsylvama.

DiAmico is excited abouit the possibility
of What's'indergrotind, but'is dautious.
“So far about'$2 billion has been spent on
lease acquisitions,” said D'Amico; “and |
don't think there's been enough produc-

Property. ovners at a seminar in Clarks Stenmit, Pa., o negotisting with gas lease

amounts of natural ga&

tion s61d aut 6f the Marcellus shale i thes
stote of PA to buy 2 pack of cigarettes
Therefore; a ot of us.are scratching our
heads andwondering what we've got s

o

far. )
He also dcknowledged that companies:

are scooping Uip léases qu;ckly, to. the
'advantage of laridowners;

“What happened was; it's like anything
else; when the demand goes up 50,1 does:
the:price.” sald D'Amico.

What's the push? ,

But what's driving the big push for natu-
ral gas in Pennsylvania? Ol prices?
Energy policy?

Experts like: DAmico and Tice sayits a:

Dhoto by Kalim A, Bhatty For Susquebiaina Business ienvagarine)

hit coih

combination.of it beirg the' nght titie and
drilling technology: And with thousands
:of }eases bemg negot:ated across the

sttll'e‘:‘uvoy the broperty < ‘\Fmdithat trophy
biick.
. hopeful Very hopefuf said Ward, SBL

?Ph‘il‘ Yaciiboski'is'da frée'ldhc':e'Writé? in
‘Northeastern PA

Fall 2608 | 18




OWNER'’S
MANUAL

THE BUSINESS OF HOSPITALITY

‘Let’'s Make a Dea

FINANCING TOOLS TO HELP GET YOUR

PROJECT OFF THE GROUND BY PHIL YACUBOSKI

HOTEL FINANCING IS GETTING EASIER to come by in
today’s recovering economic climate, but that hasn’t
stopped many developers from taking creative ap-
proaches to funding their projects, “The landscape is
radically different than it was at the peak of the markets
in 2007, when lending was really promiscuous,” says
Bruce Batkin, CEO and co-founder of the New York-
based Terra Capital Partners, of financing as of late.
Batkin has handled approximately $5 billion in acquisi-
tions over his 30-year career.

Being heavily asset driven is something that Batkin
has used creatively. He cites a recent project his firm
completed in Manhattan that received about half of its
funding from the bank. He says being able to show the
bank his prior real estate success was a bonus, “The

bricks and mortar were good quality, the location was
good, and it had a good track record,” he says. “The loan
was conservative relative to the value of the property.”

That’s been the case with many bank loans, Unlike
office buildings and retail centers, hotels release their
tenants every 24 hours, which means they can’t be mea-
sured according to lease terms and rental rates—the
normal variables lenders use to gauge the performance
of a commercial property. Without these standard
benchmarks, banks and other public lending institu-
tions need to actually understand how a hotel operates
in order to evaluate cash flows and accurately forecast
performance—at least enough to determine how much
debt a property can support. More often than not, debt
estimates are modest, —>
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Hence the need for equity firms like
Batkin’s, which he describes as a “flexible
lender” that often closes deals in as little
as two weeks, “I like where lodging is at
this point in time,” Batkin says. “We're
able to finance assets that are well below
reproduction cost and we’re able to help
borrowers finance discounted payoffs
of their existing mortgage debt.” Batkin
says in some cases, lending institutions
are willing to take a significant writeoff
for a good quality borrower that’s able
to step up quickly and close on the deal,
thus helping a number of developers who
are in good financial standing.

In addition to private equity, devel-
opers can also partner with their local
municipalities to firm up their capital
structure, “When the equity dollars don’t
make sense, it’s helpful to have some sort
of municipal participation,” says Lisa
Sexton, director of ORIX Corporation in

ground in municipals, and we’re willing
to give a borrower more credit for some
type of municipal money than someone
who doesn’t fully understand would.”

Overall, Sexton says in many cases it’s
not easy to work with a local government
because you have to go through a num-
ber of approvals. But oftentimes it means
the difference between a project getting
done and not getting done.

Still others believe old-fashioned
banking ways are still viable—with
help from the federal government. “If
you have a good track record and good
history sometimes it doesn’t matter,”
says Rodger Forni, co-founder and
CEO of Pacific Inns in Portland. In his
four-decade career, he’s developed more
than 120 hotels, In addition, he manag-
es more than a dozen hotels for other
owners and investment groups.

Forni says owners of many franchise

“If people are looking to build an 80-unit hotel
and they don’t have $2.5 million sitting around
it's going to be very difficult.”

Dallas, Texas. “That can take many forms,
including upfront cash subsidies or debt
service guarantees or even a rebate of
site-specific taxes. I think any of those
three things can be extremely helpful.”
When it comes to financing, Sexton
says ORIX can provide the entire loan,
such as it did recently with a 319-room
dual-brand development that will be
built in Redondo Beach, Calif. Three
years ago, the city approved the $59 mil-
lion project that will include a Residence
Inn by Marriott and a Hilton Garden
Inn, offering to provide financial support
and debt servicing through tax funds
generated by two hotels, “I think it’s an
easier route to take,” Sexton says. “From
our perspective, we have a strong back-

properties are not looking to rehab older
buildings; they’d rather build something
new. “If people are looking to build an
80-unit hotel and they don’t have $2.5
million sitting around it’s going to be
very difficult,” he says, because borrow-
ers still need to have sufficient collateral
and work with a reputable financing firm.
He cites the 504 Loan from the U.S,
Small Business Administration as one
of the best alternatives. The program is
good for hotel construction because the
primary functions of the loan are land
acquisition, construction, and renova-
tion, “It’s a very viable option,” Forni says.
“There’s been a lot of uncertainty in this
economy, but there are still alot of great
locations out there that make sense.” &

EXPLAINER

Credit Card Security

As many credit card issuers adopt plans to
move forward with Europay, Mastercard, and
Visa (EMV) payment processes [n the United
Btates, hoteliers will need to upgrade their
point-of-zales (PO8) systems to accommodate
the shift. “The credit card we have out there
today is a flawed product,” says David Ho-
gan, executive director of major accounts at
Heartland Payment Systems,. “EMV technology
is & more secure form of credit card payment,
where a value is actually changed every time
that card is used. It's the next generation of
what the credit card is going to look like”

Hotels that are due for a POS upgrade should
switch to EMV~compatible machines that can
read the unique microprocessor chip in each
EMV card, Hogan recommends, Some of thege
machines feature near field communication
technology for contactless payment options,
where guests simply tap their card to make a
transaction.

EMV paymaents are the wave of the future,
Hogan says, and hotels that make the transi-
tion will drastically reduce the opportunities
for credit card fraud and security breaches.
“It is about protecting your brand,” he says.
“Nobody wants to see their company's name in
the newspaper as the latest organization that’s
been breached. Plus, the cost associated with
a breach can actually put small and midesized
hoteliers out of business,” -
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Casinos Play a Winning Hand in Hotel Construction
Rehound

posted] by Pl Yacubosk i Featized, Finance, Matot feports D May 28, 2084

As the hotel construction industry continues to rebound since the recession, casinos are playing 2 winning
hand. Out of the 10 largest upcoming U.S. hotel construction projects, seven involve casinos. Resorts World
Las Vegas ranks No. 1 on Reed Construction Data’s top 10 list, which showcases what areas of the country
are spending the most on hote! construction and what new projects are in the works. “It's not surprising,
but most of these are resort destinations,” said Bernie Markstein, chief economist for Reed Construction
Data, & provider of business information to the construction industry.

The Nevada Gaming Commission recently approved Genting Group's proposal for Resorts World Las Vegas,
which is located on an 87-acre parcel that was once home to the Stardust Resort and Casino. The $4 billion
Malaysian-themed casino resort will bring 3,000 hotel rooms to the Strip.,

After the recession crippled the Las Vegas construction industry, activity finally began to pick up in 2013
with new projects breaking ground and stalled developments restarting. SBE broke ground on the 1,600-
room SLS Las Vegas, a redevelopment of the old Sahara casino that will debut on Labor Day weekend, and
Caesars Entertainment Corporation embarked on a $185 million renovation of the former Bili's Gamblin'
Hall, which reopened as The Cromwell on May 21, That growth continues to builld in 2014, especially with
construction set to begin this summer on Resorts World Las Vegas, "Las Vegas has come back and
continues to come back after the boom and bust,” Markstein said,

However, hotel construction activity isn’t only on the rise in Las Vegas. Resorts World is planning a mixed-
use casino development in Miami, which ranks No. 2 on Reed Construction’s list, and MGM is dose to
breaking ground on a farge luxury casino resort just outside Washington, D.C., at National Harbor (No. 6).

However, hotel construction activity isn't only on the rise in Las Vegas. Resorts World is planning a mixed-
use casino development in Miami, which ranks No. 2 on Reed Construction’s list, and MGM is close to
breaking ground on a large luxury casino resort just outside Washington, D.C., at National Harbor (No. 6).

Mixed-use projects have become especially popular with developers who want to make the most out of
available fand and current lending practices. By combining convention space, hotel suites, residences,
offices, restaurants, and retail, developers can create a sense of place and a true destination. “You see that
in the multi-family market as well,” Markstein said. "That's how you get these big projects.” The casino
industry is embracing the self-contained resort model, thus vielding larger-scale projects that will generate
more money.

When it comes to number of projects, California, Florida, New York, and Pennsylvania are in the lead.
According to Markstein, a combination of resort destination and business travel is driving the uptick in these
locations. In Los Angeles, the Hyatt Regency Century Plaza Hotel (No. 3) will undergo an extensive
renovation as part of a $2 billion mixed-use redevelopment project. The developer plans to erect two 46-
story residential towers behind the hotel, a 100,000-square-faot retail plaza, and more than 2 acres of
public open space with fountains and courtyards.

In Philadelphia’s Fishtown neighborhood, casino mogu! Steve Wynn plans to build a destination casino and
hotel complex on a 57-acre site along the Delaware River. The Wynn Philadelphia Hotel and Casino project
ranks as the seventh largest U.S. hotel construction project.

As consumer confidence improves and unemployment rates continue to drop, people’s desire to travel and
demand for hotel rooms increases. "It was business travel that first began to [ift the fodging industry when
it began to recover in 2012 and that continues to be a force, but what continues to boost it is tourism,”
Markstein said. “As things have gotten better for most people, they want to travel.”

While these factors continue to propel the hotel construction industry, developers can't take an “if you build
it they will come"” mentality, “You don't build something to be empty,” Markstein said, “so the demand must
be there.”




Legislative Update: First Responders

o 071117
e Phil Yacuboski

Montpelier, VT (WorkersCompensation.com) - Vermont and Texas have made it easier for
first responders to obtain workers' compensation benefits thanks to new laws.

“This is a job related injury and we felt it was the right thing to do,” said Bradley Reed,
president of the Professional Firefighters of Vermont.

Prior to this legislation, which also had the support of the Vermont Troopers Association,
Vermont did cover some claims. In 2003, a state Supreme Court ruled against a Burlington
firefighter who tried to collect workers' compensation. The court essentially said that the
stress experienced by the first responder was part of the job.

“Those that worked in a high stress environment would never be able to recover a claim
unless everybody else who experienced the same incident had the same reaction,” Reed
said.

The new legislation shifts the burden of proof to the employee, rather than the employer.
The bill went into effect July 1.

In Texas, Governor Greg Abbott recently signed a similar bill that allows first responders to
be eligible for workers' comp. Currently, first responders who have a mental illness must
pay a large deductible; the new law provides help so they aren't stuck with the bill. It goes
into effect September 1.

The new law is welcome news to Gary Kennedy, a retired Army veteran and a former
Midland, Texas police officer who saw firsthand the stress and pressure of the job.

“It's something I've been trying to bring awareness to for years now,” said Kennedy, who is
now a pastor and founder of the group HEART (Healing Emotions Above Reason and
Thought). The group works with first responders, veterans' groups and those suffering with
PTSD. He said he suffered from it as a police officer.

“They just don't want to do it because they are too tough and they just don't want to get out
there and ask for help,” he said. “They are afraid in many cases because some of them may
think they are weak or they may feel they will lose their job.”




In Pennsylvania, it's is possible to get workers' comp for first responders, but it can be
difficult.

“The judicial decisions that came down long ago indicated that you have to show an
abnormal working condition in order to qualify for any psychological disability under the
workers' comp law,” said Joseph Huttemann, a workers' compensation attorney with Martin
Law in Philadelphia. “In a de facto way, it kind of disqualified first responders because the
issue of whether its abnormal working condition or not is dependent on the job. And in the
case of a first responder, an abnormal working condition is impossible to prove.”

Huttemann cited a “suicide by police officer” case in Pennsylvania where a suspect threw
themselves at a police car.

“That was deemed to be an abnormal working condition even for a police officer,” he said.
“It kind of opened the door,” adding that in many cases, it's really up the judge. ‘| think that
psychological claims are treated as second class citizens because it's difficult to prove and
disprove,” he said.




