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CASE STUDY  

SERVICED APARTMENTS

INTRODUCTION 

This case study demonstrates how to use the Estate Master Hotel Feasibility (HF) software to model the 

feasibility of a Serviced Apartment development.  

Serviced Apartments operate similar to hotels, with variables such as daily room rates, food and beverage 

revenue streams, management fees, and occupancy rates, making the HF software ideal to forecast its 

performance. 

This Case Study features a block of First Class Serviced Apartments.  

 100 one bedroom apartments 

o $180 Average Daily Room 

 80 one bedroom and studio apartments 

o $200 Average Daily Room 

 20 two bedroom apartments 

o $250 Average Daily Room 

 4 penthouse suites 

o $350 Average Daily Room 

 

It is assumed that each room will average 1.8 guests a night. The Cash Flow will run for ten years; and the 

property’s Terminal Yield will be based on an 8% Cap Rate. 

 

Development and Acquisition of the property comes to a total of just over $82 million. The project is 

funded over 15 years, with a 9% interest rate with a 50/50 split between equity and debt. 
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HOTEL F&B REVENUE 

Guests are offered Breakfast with reservations. These breakfasts will average at $35 a cover; and it is 

assumed that 70% of breakfast offers will be taken up. 

 

The project also contains an attached Bistro which is not entirely dependent on guest bookings, and will 

accommodate ‘walk-in’ customers. It is assumed that the average spend in this Bistro will be $330. The 

amount of covers per day will begin in the mid 40’s for the first year and slowly increase until the project is 

stabilized after 3 years. 

 

Food & Beverage entries can be toggled between two preferences; ‘Covers/Day’ and ‘Meals/Day’ 

 

 Meals/Day 

o Designed for meals dependent on occupancy rate 

 Covers/Day 

o Open to walk in clientele as well, not linked to occupancy 

ESCALATION ASSUMPTIONS 

All Costs and Revenues used will escalate at 2% for 3 years, and then increase to 3%. 

 

There will be no Meeting Space used in this example. 

OTHER COSTS 

Other Operating Costs; such as mini bars, in-room movies or laundry; can be assumed based on a percentage 

of room revenue. 
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In this case, these begin at 1% and slowly increase until stabilisation after year 3. 

In Management Fees; a Base Management Fee can be calculated based on a percentage of Total Revenue for 

up to 3 years before stabalisation. 

In addition, an Incentive Fee can be calculated based on the Adjusted Gross Operating Profit (AGOP) for up to 5 

years. 

 

This Base Management Fee can be calculated pre or post AGOP; by toggling the preference in the Management 

Fees Tab. 

 

In addition; the Incentive Fee can also be toggled in the field below that one for two ‘Sliding Scale’ options.  

 

  



Case Study: Serviced Apartments 

Page   4 

HOTEL P&L 

Directly below a summary of your project; you can manually assume the Occupancy Rate for the first 5 years 

of the project. This will, in turn, have a direct impact on all occupancy link calculations. 

 

Both Departmental and Undistributed Operating Expenses can be calculated based on a percentage of 

related Revenue. These vary from being editable up to three years, or based of revenue in Year 3. 

 

The final item, Group (Chain) Services can be toggled between ‘% of Room Revenue’ or ‘% of Total Revenue’ in 

the Preferences under Group Services. 

 

Below the reported Gross Operating Profit; Other Deductions are entered. These are all based on Total 

Assumed Revenue in Year 3. 

 

Under the Net Operating Profit; you can enter a percentage of that profit to put aside for Lease payments. 

That then provides your Earnings before Interest, Taxes, Depreciation and Amortization (EBITDA). 

Your final Deduction will be a Fitting, Fixtures and Equipment Reserve (FF&E); which is assumed as a 

percentage of Total revenue for up to 5 years. 
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And this provides you with a final ‘Free Cash’ figure. 

RETURNS TABLES 

Below your P&L; there are three ‘Returns’ tables. 

The first two are Returns On Capital Employed (ROCE); the difference in the two being: 

 The first is based on a 100% Equity Funded project 

 

 The second is based on the Equity percentage inputted in the Development/Acquisition table at the 

top of the Input Sheet 

 

The final Return On Equity Employed table (ROEE) is similar to the table above but without the Fitting, Fixtures 

and Equipment Reserve (FF&E) included. 
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SUMMARY REPORT 

The Summary Report will provide the basic information and a P&L Summary based your inputs on Year 3 of the 

model. 

 

 

 

 



Case Study: Serviced Apartments 

Page   7 

In addition, by pressing the ‘Sensitivity Analysis’ button; you can analyse 6 scenarios based on 3 different 

variables.  

 

These 3 Variables can be chosen further down the Summary Sheet in ‘One Way What If Analysis’.  
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CONSOLIDATE SHEET 

Once you have completed you first Hotel Feasibility; you can store it away for comparison by using the 

‘Options/Stages’ function.  

 

Here you can store up to 8 Options. Once you have made the necessary changes to your 2nd option, simply 

store into one of the empty options and compare P&L Summary’s side by side. 

 

 

8 Options / 
Stages 


