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HEI On Aggressive Buying Track, Recently Closes On 13-Hotel Deal

HEI
Hospitality
Norwalk, CT

Up And
Comer

Primary Brand # Of Hotels Open:

Affiliations: 2
sherat_on. # Of Rooms Open;
Westin,
Hilton 306

BY STEFANI C. O'CONNOR

NORWAILK, CT— It has been a hot sum-
mer in terms of portfolio building for
HEI Hospitality.

In July, it closed on a 13-hotel deal with
Starwood Hotels & Resorts Worldwide,
which after an immediate sell-off of two
properties at the table, yielded 11 hotels
for HEI and its jointventure partners in
a transaction tagged at an estimated $300
million.

Ten of the hotels, a mix of Westins,
Sheratons, a Hilton, and the indepen-
dent Wayfarer Inn in New Hampshire,
are held by HEI together with
Rockwood Capital Real Estate Partners
and Olympus Real Estate Partners. At
presstime, the 194-room Wayfarer Inn
was about to go under contract for sale,
the transaction was expected to close in
the third-quarter.

A Michigan Hilton immediately
reflagged as a Sheraton, is a joint venture
by HEI and Prudential Real Estate
Investors, and the second buy via the
partnership in a two-month period. In
June, HEI and PREI acquired the 205-
room Sheraton Crystal City in Virginia.

The acquisition of the Starwood prop-
erties also was an interesting case of turn-
around for HEL

The company, which has 14 properties
representing 4,500 rooms, originally was
formed in 1985 as HEI (Hospitality

Equity Investors) Hotels by Gary
Mendell, his brother Stephen and
Stephen Rushmore, HVS International
president/ founder. It subsequently was
sold to Starwood in February 1997, but
was reformed five years later in February
2002 as HEI Hospitality via the original
trio of founders. They brought on a
fourth principal, David McCaslin, who
heads HEI's wholly owned management
arm, Smilezzzz Hospitality.

“We are a true owner/operator,” said
CEO Gary Mendell in assessing the
company philosophy. “We prefer to
take the risk and rewards of an owner.
Our strength is in our owner/ operator
culture, in our choosing to invest along-
side our investors. We don’t view our-
selves as a management company, we
view ourselves as an investor in the hotel
business and we use our operating capa-
bilities to drive better hotel results. We
don’t take on any third-party manage-
ment; we only manage things we can

At right, the bar area at the
Sheraton Crystal City.

invest in, to make profits to our owner-
ship position.”

HET's business model is to make money
through the appreciation of the portfolio

real estate, using the management capa-

bilities to drive value through the real
estate instead of making money on man-
agement fees, Mendell said.

Current aggregate asset value of the
portfolio is $375 million with gross annu-
al sales coming in at $160 million, said
Mendell, who expected to invest some
$10 million dollars in renovations at
some of the newly acquired properties.

Mendell characterized the company as
conservative in its underwriting, “but
aggressive in our belief that we are at the
bottom of the cycle and now is a good
time to buy hotels. We believe that the
fundamentals will be working on our
behalf, so we are aggressively trying to
buy hotels right now.”

As it builds its portfolio, Mendell said
HEI is concentrating on full-service,

The 205-room Sheraton Crystal
City was one property recently
picked up by HEI Hospitality.




