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With much of the world in lockdown, many of the major hotel brands took the initial step of
making significant changes to their cancellation/booking policies weeks ago to help maintain the
vital relationships with their customers.

Governments are assisting business owners in the short term, for example, regarding employees, the deferment of loans and
insolvency providing much needed relief to hotel owners. The larger brand operators have also sought to introduce a variety of

temporary measures to assist their owners including:

o deferring any renovations required to be carried out to comply with brand standards (save for works required for insurance,
health & safety or law) in some cases for up to 12 months;

o deferring the payment of management/franchise fees (covering generally short periods but, in reality, it is likely that these
will have to be extended beyond May/June 2020);

e temporarily waiving the requirement for hotel owners to make monthly contributions to the FF&E Reserve and allowing hotel
owners to use funds in it for operational expenses (usually on the condition that, by a certain date, the FF&E Reserve would
be replenished to the level it would have been had the waiver not been granted);

* reducing the costs of services that are being provided to the hotel owners that are funded at cost by the hotel owners (e.g.
sales and marketing etc.) by furloughing (or reducing the working hours of) employees and reducing unnecessary
expenditure; and

* waiving the requirement for hotel owners to maintain a certain level of working capital (e.g. reducing the need to maintain
three months working capital to one month).

There is no doubt that these actions are intended as positive measures to support owners and provide some comfort as the
effects of lockdown and travel bans are felt. Apart from considering the financial implications of the deferral of payments,
consideration should be given to how implementation of these measures may affect the existing terms of the relevant
management agreement/franchise agreement to avoid any unintended consequences (e.g. waiver of breach by operator or
waiver of other key rights such as force majeure). Owners should also make sure their lenders are kept advised (no doubt they

will be working with their funders in any event).
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In short, owners of managed or franchised hotels will need to work with all

"The effects of the last stakeholders to balance the obligations to be met before trading is stable again and
banking crisis are keep under constant review their position with funders and brands. The effects of
instructive and this did the last banking crisis are instructive and this did not lead to fundamental

not lead to fundamental adjustments in the traditional operating models used in the industry (unless led by
adjustments in the funders requirements). We hope the operators will not only work with owners on

traditional operating the immediate position, but also implement practical amendments that go to the

models used in the ) )
bottom line on a longer term basis.

industry."
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DISCLAIMER

Watson Farley & Williams is a sector specialist international law firm with a focus on the energy, infrastructure and transport sectors. With offices in Athens,
Bangkok, Dubai, Dusseldorf, Frankfurt, Hamburg, Hanoi, Hong Kong, London, Madrid, Milan, Munich, New York, Paris, Rome, Seoul, Singapore, Sydney and Tokyo
our 700+ lawyers work as integrated teams to provide practical, commercially focussed advice to our clients around the world.

All references to ‘Watson Farley & Williams’, ‘WFW’ and ‘the firm’ in this document mean Watson Farley & Williams LLP and/or its affiliated entities. Any reference
to a ‘partner’ means a member of Watson Farley & Williams LLP, or a member, partner, employee or consultant with equivalent standing and qualification in WFW
Affiliated Entities. A list of members of Watson Farley & Williams LLP and their professional qualifications is open to inspection on request.

Watson Farley & Williams LLP is a limited liability partnership registered in England and Wales with registered number OC312252. It is authorised and regulated by
the Solicitors Regulation Authority and its members are solicitors or registered foreign lawyers.

The information provided in this publication (the “Information”) is for general and illustrative purposes only and it is not intended to provide advice whether that
advice is financial, legal, accounting, tax or any other type of advice, and should not be relied upon in that regard. While every reasonable effort is made to ensure
that the Information provided is accurate at the time of publication, no representation or warranty, express or implied, is made as to the accuracy, timeliness,
completeness, validity or currency of the Information and WFW assume no responsibility to you or any third party for the consequences of any errors or omissions.
To the maximum extent permitted by law, WFW shall not be liable for indirect or consequential loss or damage, including without limitation any loss or damage
whatsoever arising from any use of this publication or the Information.

This publication constitutes attorney advertising.
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