Rental and Management Agreement Terms 
Clarification and Overview

Revenue Split:
As per clause 3.1 of your Rental Management Agreement, the revenue split at the Shore Club is 50% to Shore Club Mgt Co (SMC), 50% to the Owner, of the Net Room Rentals. Net Room Rental is the Gross Rooms Rental less any direct expenses such as travel agent commissions, credit card/collection fee and reservation fees. 
As is consistent with other resorts and industry practice, Gross Rooms Rental does not include any Service Charges, Facility/Resort Fees or Taxes. 
It is important to note that the commissions, credit card fees and reservation fees are all deducted before the revenue split so that SCM is cost sharing in those fees before it receives its 40% share.

Management Company Related Charges:
Advertising Cost Share Assessment
As per clause 14.2 of the standard Rental and Management Agreement, there is a cost share contribution towards the advertising and promotion of the resort.  It equates to one low season and one high season room rate and is assessed annually.  The combined assessment collected historically only represents about 25% of the overall marketing and promotion dollars spent for the property. Total assessments for 2021 (including Villas) were $ 337,200 and total marketing expenses for the resort in 2021 were $929,288. 

Amenities Cost Sharing
The Amenity Cost Sharing charge shown on your statement should represent 50% of the stated charge in Schedule A with your Rental and Management Agreement. It is billed at 50% because the intent was for that total charge to be deducted off before the revenue split so both parties were sharing the expense.  The system doesn’t accommodate this deduction from revenue before the split so instead, 50% of the stated amount is deducted as an expense in the statement.
It is often misunderstood that this fee relates solely to the provision of complimentary full American breakfast. However, the Guest Amenity Fee helps with many of the non-revenue generating complimentary amenities to the guests such as:
Arrival Amenities-welcome drinks, VIP amenities, wine, in room snack amenity
In Room Amenities- lotions, slippers, coffee, tea, directories, soaps, shampoo and conditioners, water, etc
Turndown Service and Amenities- staffing, chocolates, and other turndown items
Complimentary Shuttle – the shuttle transports guests daily to all 3 properties regularly.  Vehicle, gas, maintenance, driver, insurance etc.
Complimentary Kids Camp- Payroll, operating costs of the facility and related programs
Complimentary Bicycles- Purchases and Maintenance
Complimentary long distance calls to the United States and Canada.
Full American Breakfast- The largest of these expenses by far is the complimentary full American breakfast.  The costs of providing the venue, kitchen staff, prep staff, service staff, and wait staff.
While it is hard to place an exact number on the cost of providing these services, the provision of breakfast alone for example is estimated to be about $1,200,000 per year. It is believed that breakfast is about 60% of the overall costs so this would imply a total cost for all the related amenities near the $2 million range. Total contributions through the owners for 2021 (including Villas) was $735,145.

Internet and Phone (Cost Recovery):
While most utility billings, such as cable, water and electrical are billed on behalf of (and credited to) the Strata Corporation, in the case of Internet and Phone, that is billed through SCM.  
The reason for this is that the overall network, equipment etc. needs constant reinvestment and editing.  There also is the need for a full-time dedicated IT team to ensure, maintain and manage the wireless and phone systems.  It is much more effective to have the management entity overseeing this aspect.  
The billings charged for these services are done with the goal of a cost recovery with hopefully some small margin.  At present, that likely is not the case as additional bandwidth needs and expansion of coverage areas has been prevalent and raised the cost of providing the service. It is very important to understand the limitations of large bandwidth provision on the island and the massive difference in the costs of procuring that bandwidth compared to overseas.

Linen Inventory Replacement (Cost Recovery):
These are the estimated costs to keep a standard “par stock” of linens in place for the resort.  Generally, the aim is to have 3 sets per room:  one in the room; one in laundry; and one cleaned and ready to be used. The initial inventory or “Linen Pool” was provided by the developer and the forward assessments are simply estimations of the cost to keep the same par level for the property.
Each year the inventory is counted, and the par level is brought up to the needed balance.  The assessments are aimed to be basic cost recovery. The future costs assessments will be guided by the actual future costs of replacements.  To date, since the opening of the resort until the end of 2021 it seems that there has only been about $20K more in purchases than assessments so the two are very closely matched.

Strata Corporation Deductions/ Charges:
The following items are deductions you would see on your statement, but the revenues or assessments go to the Strata Corporation for the benefit of all owners in general.

Cable TV
The annual contracts with the cable provider are with the Strata Corporation and all monthly assessments are a revenue source for the Strata Corporation. This represented about $98,424 in 2021.

Strata Fees
This assessment is to cover all the operating and maintenance of the common areas throughout the property, including pools, walkways, landscaping, lighting, foyers, elevators, gym etc.  These fees do not go towards any of the resort areas owned by SCM such as the lobby, restaurants, shops, spa etc.  These areas are paid for fully by SCM. The Villas are not a part of the Strata Corporation, but they do contribute towards any of the amenities that are available to the Villa owners. For example, the gym and pools.  They would not contribute for example to items like elevators and internal areas of the condo buildings.  
Pool and beach operational items are included in these costs for staffing, provision of towels and the related laundering.  However only 50% of these costs are paid for by the owners through the Strata Fees as the management company contributes 50% towards these costs annually. The total Strata fees collected in 2021 were $1.342 M.
Capex Reserve and Major Capex
These assessments are used for capital repair items. The Capex portion is meant to be used for items that have a life of 1-5 years and the annual assessment is expected to generally be used for earmarked projects such as pool pumps, lighting, minor to medium replacement items. The annual assessment is set with the goal of just matching the anticipated need for the upcoming 12 months and not necessarily to build up a reserve.
The Major Reserve assessment is aimed more so at building a reserve for long term major items that have a useful life span of more than 5 years.  It also is there to assist in case of emergencies like Hurricane Damages. This fund was suspended during Covid-19 and is now just being rebuilt again.  It was used as well to assist with the large amount of damages incurred during Hurricane Irma.  It presently sits at about $250,000 but the goal will be to get this balance in the $750K + range.   

Pest Control
These charges are a revenue source for the Strata Corporation. Any billings in excess of the costs of providing the service remain to the credit of the owners in general.

Insurance
All insurance billings are run through the Strata Corporation at direct cost.  The management company does not take any form of remuneration from the insurance billings or from the insurer.

Electricity and Water
All electricity and water charges are billed through the Strata Corporation and those revenues and any surplus from the billings are to the credit of the owners in general. The management company does not take any form of fee or remuneration on these billings.

Maintenance Work Orders
All of the repair works orders that you see on your owner’s statements are billing that go to the Strata Corporation.  The Strata Corporation charges the work order and also pays for the related technicians and materials.  The profits from these work order billings remains with the Strata Corporation for the benefit of all owners.  The Management Company pays for its own maintenance on its assets such as the lobby, restaurants, spa, shops etc.
Overall, if one adds up all of the various charges mentioned above for the year, about 26% of the charges go to SCM and 74% to the Strata Corporation.  The vast majority of the SCM charges like linen, advertising and internet are cost recovery items versus an income source.

Other
Owners Rental Referral Fee Program
Many owners don’t seem to be aware of the following benefit that is in the Rental and Management Agreement, so we will highlight it here.
Clause 8.1 in the RMA provides for an Owners Referral Fee on direct rental referrals.  The amount of the fee is subject to change, but the present referral amount is 20% of the room rental.
The owner may also elect to provide the renter with a discount in lieu of the referral fee for an amount equal to the referral.
The rental can be for any unit and does not need to be for the specific unit related to the referring owner. The referral fee can be simply credited to your owner’s rental account.
It is very important that the booking be made directly with the resort and not be subject to 3rd party commissions.
To take advantage of this program or get more clarification, simply contact Joan Hagan and arrangements can be made to register your referral.

In closing, this covers the main areas of revenue calculation and billings from SCM and the Strata Corporation in relation to the standard Rental Management Agreement 
If you would like to know more, all of these items and many more are addressed in the FAQ on the Shore Club Owners Website www.shoreclubowners.com
We hope you have found this overview helpful, however if you have any questions, please feel free to contact Joan Hagan at joan.hagan@hartlinggroup.com and we will be glad to assist.
