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Let’s Make a Deal
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 di� erent 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 fi nancing 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 fi rm 
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 

THE BUSINESS OF HOSPITALITY

S M A R T  S T R AT E G Y

›››››››››››››››››››››››››››››››

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 
o�  ce 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 fl ows 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 

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-

Credit Card Security
As many credit card issuers adopt plans to 

move forward with Europay, Mastercard, and 

Visa (EMV) payment processes in the United 

States, hoteliers will need to upgrade their 

point-of-sales (POS) 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 a 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 these 

machines feature near field communication 

technology for contactless payment options, 

where guests simply tap their card to make a 

transaction. 

EMV payments 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 mid-sized 

hoteliers out of business.” —Deidre Wengen

A new compAny cAlled chArgerbAck has developed a software solution to improve the way hotels manage 
lost-and-found procedures. To avoid a piled-up purgatory of left-behind smartphone chargers, keys, and jewelry, 
hotel staff members can easily input found items and guests can self-report lost items using this Web-based system. 
Once an item is matched up, the software will automatically notify the customer via e-mail. The guest can securely 
enter his or her credit card information to cover the shipping, the hotel prints a label, and then the item is sent back 
home in a timely manner. Sounds much more effective than time-consuming manual procedures that don’t always 
end with a happy customer. 

FreSh 
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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 

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 a lot of great 
locations out there that make sense.” 

e x p l a i n e r

“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.”




