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LIVING
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“We're pretty cutting edge. Each of my 38 rooms
emphasizes tranquility and includes a lighting system
built into the walls that lets you change their color.
When guests feel they're staying someplace exciting,
they come back and tell their friends.”
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MANY PEOPLE FANTASIZE ABOUT OWNING A HOTEL.
Now is the time to do it: There are more heads than
beds at hotels nationwide. With demand high, “bou-
tiques”—small, independent hotels with a residential
feel—are especially hot with guests and the lending
community, says Robert Mandelbaum of PKF Hos-
pitality Research. We checked in with Michael Zislis,
40, who is working his way to a solid return on his
investment in the new hotel field.

Tell us abou sct. I own Shade Hotel in Man-
hattan Beach, California. I signed a 75-year ground
lease from the city in early 2004 and completed con-
struction a year and a half later.

We're pretty cutting edge. Each of my 38 rooms
emphasizes tranquility and includes a lighting sys-
tem built into the walls that lets you change their
color. When guests feel they're staying someplace
exciting, they come back and tell their friends. We're
sold out every night except Sundays, and we only
book two weeks in advance.
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5 17 It's huge. My hotel is an $18
cab ride from Los Angeles International Airport and
three blocks from the beach. Most of my guests are
corporate travelers doing business in the LA South
area, where many major corporations have offices.

But owning a property near a major transporta-
tion hub isn’'t enough. Your hotel has to be in an area
that won't be invaded by competitors the second vou
start to succeed.

Manhattan Beach is roughly a mile square. When
the city offered the site, which had been occupied by
a pottery plant, I knew a property of this size
wouldn’t come up again. Putting up a hotel there

location in

meant we'd be the only
one in the area and that
another hotel with deep-
er pockets couldn’t pick
us off.

T The
commumty was very
supportive. About 60%
of our business is gener-
ated by businesses in the
area. All of those compa-
nies hold meetings, and
visiting executives need
a place to stay.
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8 Nothmg I
went to the University of
Southern California and
dropped out after a few
years to open my first
pub in Manhattan
Beach. Since then, I've
owned five pubs and res-
taurants and have been
successful at renovating
and running them.
Building a boutique
hotel seemed like the
next logical step. I filled
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, already a successful pub owner, decided to take a shot at the hotel business.
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attorney who handled
everything from incep-
tion to the business plan.
I also hired a woman
who ran a chain of bou-
tique hotels to serve as
my consultant.
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vn a hot: -’No Iheard
about the sale of the
property at a city council
meeting. (I always
attend them because it’s
smart business to know
what’s going on in your
town.) At one of the
meetings, the person
who originally wanted to
develop the land insisted
that he be able to build a
three-story hotel with 60
rooms, which is taller
than the other buildings
in town. The council
turned him down. When
the deal fell through, I
decided it would be fun
to build and run a hotel.
So I leased the land.
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total of $250,000 as development
capital before the project was
launched. We stood to lose it all if
we didn’t get city approval for the
project or if we failed to raise the
additional capital.

I had no bank relationships. The
$7.5 million I raised was funded
through private placement. I have 52
shareholders. All are Manhattan
Beach residents who invested
$50,000 to $1 million each.

So who ow 17 T own 30%,
my in- laws own 20%, and my inves-
tors own 50%. I expect to pay them
back within the first eight years. Then
I will be able to capture half of the
hotel’s income stream. We're already
profitable, but we're paying off debt.
For the work I'm doing now, I take a
management fee—1% of gross, which
is really nothing.

tuild? About $12 million. That’s if you
do it using commercial contractors, a
commercial design team, and other
commercial professionals. We bud-
geted for about $6.5 million and end-
ed up spending $8 million. My
in-laws and I saved on the job by
doing all of the general contracting
ourselves—from figuring out the best
tiles to use to walking the job three
times a day to be sure everything was
being done correctly. Fortunately, we
had experience. I had built my pub
and restaurant, and my father-in-law
had built his own apartments.

7 I wanted a five-
star property but only had a three-
star budget. To offset expenses, I did
alot of cross-marketing. I approached
high-end manufacturers of beds, tubs,
and other fixtures and furnishings
and said that if they gave us a signifi-
cant discount, they could use the
hotel in their marketing materials
and send clients there to stay and see
their products in place. In effect, the
hotel would become their showroom.
Immediately, 25 companies signed

on. I also invited Christopher Lowell,
the renowned designer, to take on the
bridal suite. His firm ultimately
decided to design the whole hotel
with the agreement that Shade could
be used as a showcase for his design.

Wa ’ Yes. We were
about ﬁve months late completmg the
project and $1.5 million over budget.
The city was starting to worry. But
what helped me finish only five
months over schedule rather than one
or two years was a wedding promise:
After I signed the lease for the land, a
guest eating at my restaurant said he
wanted his daughter to get married at
my hotel on October 1, 2005. We
barely made it. There was scaffolding
up the day before his daughter took
her vows. Without that commitment,
we probably would have opened
much later. But if you have something
hanging over your head, you'll work
harder to get the job done.
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