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The sector is increasingly split betweer :
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fixed budget and a fixed opening date.

MIXING IT UP

A growing proportion of new hotel

projects are part of city-centre mixed-use
refurbishments. This can enable developers
to secure prime locations, but conversions
can be tricky.
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MIXED-USE
HOTEL SCHEMES

New hotels are increasingly being built as
part of larger, mixed-use projects — often
redevelopments — and 60 per cent of hotel

construction is now happening outside London.

Writing for Building magazine, hotel specialists
Paul Davis, Ben Hooker and Tim Jackson
and Corrie Jones of 3DReid explain the cost
considerations and break down the figures.

hether it’s a calming
weekend in the country,
a much-needed holiday
for all the family or a
midweek business trip,
choosing the right hotel
is a priority. And with more and more
people travelling for work and leisure,
the UK’s hotel market continues to
expand.

According to research by Knight
Frank, the UK hotel sector grew by
2.9 per cent in 2019, equating to
an additional 19,300 rooms. While
London accounts for about 40 per
cent of new hotels, regional cities
such as Edinburgh, Brighton, York

MARKET OVERVIEW AND
SECTOR CHARACTERISTICS

and Birmingham are increasingly
becoming hotspots for hotel
developments.

The shift towards sale-and-
leaseback in the hotel sector has
placed greater emphasis on the
split between the operator and
the developer. Developers are now
responsible for the construction
and maintenance of the asset, while
the operator is responsible for
implementing the brand. Developers
and their investors are willing
to accept the risk profile of non-
guaranteed income, because this
can be improved through effective
asset management. Long-term value

is mainly generated through service
quality, driven by building a high-
quality environment. Developers
must balance the needs of operators
and avoid over-specification, while
retaining flexibility, since an operator
may change over time.

On the other hand, operators need
the space, provision, build quality and
facilities to enable them to create a
hotel that is closely aligned to their
brand standards. Room size and
circulation capacity are particularly
important, as are food and beverage
services that match the operator’s
brand values.



VALUE CAN BE ADDED BY

CONCENTRATING THE BUDGET

ON AREAS THAT ENHANCE

SERVICE QUALITY OR THE GUEST
EXPERIENCE, OR BY INCREASING
THE CERTAINTY OF DELIVERY.

PROCUREMENT

On all construction projects, the balance
between cost, time and quality is vital.
It is particularly important in the hotel
sector as there is usually a fixed opening
date as well as a fixed budget.

Both can raise challenges.
A limited budget will affect the level
of specification and, to minimise cost
risk, dictate that most of the design
work be completed before a contract is
signed between the developer and the
contractor. This may extend the project
programme. Likewise, working to a
fixed opening date on a relatively short
programme may lead to higher costs
in order to meet quality expectations
within the timeline, requiring extra
resources to complete the job quickly.

Selecting the right strategy largely
depends on the following:

| Cost/programme/quality priority as
defined by the client.

| The type of relationship required
between client, design team and
contractor.

/|  Whether single or multi-point
responsibility for delivery is
preferred.

| The spread of cost, time and design
risk between client and contractor.

| The complexity of the project and
its type (new build, mixed-use,
tower, conversion, refurbishment).

| The planned use of offsite
manufacturing.

| The degree of repetition possible in
the design and variations.

|  Whether the project is part of a
bigger portfolio of future work.

The most common procurement
route for UK hotels is traditional
lump-sum design and build, or else a
refinement of this, such as two-stage
tendering, to suit specific market
conditions.

Design and build is suited to less
complex hotels that offer a turnkey
solution. This approach can deliver
very high-quality buildings if the client
has ensured the scope of works and
design are clearly defined and fixed for
the duration of the programme, and
the design team deals with buildability
issues specific to the site in the design
phase. Appointing a design team with
experience of hotel schemes and
communicating the brand aspirations
of the operator to that team are
also essential.

Value can be added by
concentrating the budget on areas
that enhance service quality or the
guest experience, or by increasing the
certainty of delivery. Which approach
is taken is largely defined by the brand
values and commercial requirements
of the operator.
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MIXED-USE HOTEL SCHEMES

GUESTROOM LAYQUT AND
BUILDING SERVICES

The organisation of guest rooms on the
floorplate and the impact this has on
the room mix affects the hotel’s ability
to maximise occupancy and hence
revenue. Guest room sizes are by and
large uniform, have a high degree of
repetition and can be accommodated
within a relatively short structural span.
In contrast, public areas require a clear
span to accommodate amenities. Other
issues that affect floorplate configuration
include core location, vertical circulation
requirements and the need to comply
with escape legislation.

Most hotels offer a mix of standard
and executive double and twin rooms,
with a small number of suites of varying
sizes. Single rooms are usually avoided
but may be incorporated when an
existing structure is being converted to
hotel use, or where the efficiency of an
irregular floorplate can be maximised in
doing so.

Guest rooms are defined by three
basic measurements: the width, the
length of the room (from the external
wall to the bathroom wall) and the
size of the bathroom. Bedroom widths
generally vary from about 3.6-5 metres
(m). In general, the net floor area of
a budget guest room is 18-22 square
metres (sq. m), although quirkier micro-
rooms, which range from 10-14 sq. m,
occasionally appear. Rooms in mid-range
hotels vary from 25-30 sq. m and, at the
luxury end of the market, guest rooms
can be 40-60 sq. m and beyond.

Suites including a lounge are usually
formed from several modules, with areas
of up to 100 sq. m. Corridors are 1.4-2.5
m wide. Rooms should be designed to
facilitate cleaning and short turnaround
periods. Guest rooms generally include
an internal bathroom, which allows
for an economical system of externally
accessed service risers and helps with
sound insulation from corridor noise.

Where cooling is specified, the room
fan coil unit should be in a position that
provides maximum diffusion without
creating drafts or excessive noise. The
most common position is in a bulkhead
over the entry corridor to the room,
providing horizontal air discharge.

This allows air to flow along the
ceiling while maintaining accessibility to
the ducts.

Systems should be compact in size
and simple to use. By their nature, hotels
will always have a number of first-time
users. Systems and controls therefore
need to be simple and apparent in
use, while allowing the right level of
sophistication for the hotel operating
teams. This is achieved by careful zoning
of plant and systems and attention to the
detail of the controls.

An intelligent building management
system that detects when rooms
are occupied and facilitates central
control can contribute to a reduction
in energy costs. Once in the room, the
guest should be afforded some level of
individual control of the room services,
allowing them to turn things off, up or
down to suit their own comfort levels.

Energy and water usage are
increasingly important to the hotel
industry and designs need to ensure that
usage of prime resources is minimised
where possible.

Renewable technologies should be
considered where appropriate. Reliable
and efficient heating, ventilation and air-
conditioning plant supports profitable
hotel operations. The chillers and
air-handling units, for example, must
operate efficiently at partial loading
but also incorporate some redundant
capacity to maintain hotel functionality
in the case of failure. Because of
the house paying guests, hotels are
uniquely sensitive to the proper
performance of the mechanical and
electrical engineering systems. A fully
commissioned building at handover,
together with adequate maintenance
procedures, is essential to ensure the
right quality of service for guests.

Providing the means to allow proper
commissioning and maintenance is
an important element of the design.
Enough time at the end of the
programme needs to be allocated to
commissioning activities, as the reliable
operation of room services could
potentially have a significant impact on
the overall service offered.



PUBLIC AREAS

A hotel’s public areas include its lobby,
restaurant, bars, breakfast rooms,
function spaces, leisure facilities and
retail areas. The design of mechanical
and electrical (M&E) services to these
areas needs to ensure:

| Heating and cooling available
all year.

| Provision of independent units are
provided for each main public area.

| Efficient operation at part-load and
low-load conditions.

| Well-defined documented access
and maintenance requirements.

The load on M&E systems is
generated from internal sources,
including people, lighting and activities
such as cooking in a show kitchen.

The lobby may operate 24 hours a day,
whereas the restaurant, retail and leisure
facilities will have fixed periods of
operation and varying occupancy levels,
resulting in frequent load changes.

The design of M&E services in
public areas also needs to consider
access and maintenance requirements

to keep systems running efficiently.
Maintenance activities should not
detract from the experience of paying
guests. For example, fan coil units with
filters that need regular cleaning should
not be located in public areas.

Further flexibility can be introduced
to M&E services by using a separate
packaged plant that provides dedicated
heating and cooling to areas of high
and/or variable loads.

Lobbies need to be planned
carefully. They must create an initial
welcoming impression that sets the
tone for the hotel, while facilitating
circulation and navigation to support
amenities. Revenue-generating
elements such as the food, beverage
and retail offerings (typically a
kiosk) alongside function spaces and
leisure amenities must be able to
accommodate guests and external
customers.

Restaurants should be located with
direct access to the kitchen, visible
from the lobby and located alongside
the bar. The area that has the largest
impact on the design of back-of-house

operations is the main kitchen, as its
position can determine circulation
routes. Circulation of staff and guests
between back and front of house should
be segregated as far as is pragmatic.

The design of meeting rooms needs
to consider size, divisibility, complexity
of services and quality of finishes. The
spaces must be adaptable for small
meetings, banqueting, conferences or
exhibitions. Folding partitions must be
soundproofed to allow adjacent spaces
to be occupied at the same time. A
separate entrance from the foyer to the
function room reception and from the
breakout area to each individual space
is recommended.

Incorporation of electrical, power
and communication services must
maximise use of these revenue-
generating facilities. A back-of-house
services corridor allows effective
circulation for catering and servicing of
events. Space for storing furniture and
so on should be incorporated.
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TAX RELIEF OPPORTUNITIES

The capital cost of developing a hotel
can be substantially mitigated through
a variety of tax reliefs and incentives,
many of which can be optimised by
consideration at the design stage

of a project and in the drafting of
development and lease agreements.

The introduction of the structures
and buildings allowance (SBA)
means the total value of commercial
construction expenditure is likely to
qualify for relief for contracts entered
into after October 2018. For mixed-use
developments containing a residential
element, as in this cost model the SBA
relief will be reduced by apportionment.

Much of the expenditure on hotel
projects is also likely to qualify for plant
and machinery allowances, which can
attract relief at increased rates and
improve cash flow. The benefit will
accrue at differing rates dependent on
the nature of each particular qualifying
asset. Correct analysis of the expenditure
and allocation to the appropriate pool
will ensure the benefit is realised most
efficiently.

Plant and machinery (P&M)
allowances comprise various categories.
Installations qualifying as integral
features, for example much of the M&E,
public health and lift installations, will
accrue relief at the rate of 6 per cent per
annum on a reducing balance basis in the
special rate pool. Expenditure on P&M
installations of a more specialist nature,
such as security systems and CCTV,

Residential
200 units
20 floors

Typical mixed-use hotel model

fire detection and protection systems,
the building management system and
furnishings, fixtures and fittings will be
relieved more quickly at 18 per cent per
annum in the main pool.

Finally, any expenditure incurred
on qualifying energy or water-efficient
technologies could accelerate the
relief to 100 per cent in the year of
expenditure or generate a 12.67 per
cent payable credit for loss-making UK
companies under the enhanced capital
allowances (ECA) regime. Please note,
however, that ECA will be abolished
from April 2020. The balance of
expenditure on the commercial elements
will attract SBA relief at 2 per cent per
annum on a straight-line basis.

Based on this cost model for a mixed-
use hotel, retail and residential scheme,
total relief of between £30 million and
£40 million could be available via plant
and machinery allowances. In addition,
the non-residential balance will qualify
for the SBA. This could equate to a total
cash value of over £12 million to a UK
corporation tax payer.

The specialist hotel fit-out
expenditure attracts high levels of
allowances, with more than 9o per
cent of the cost incurred potentially
attracting P&M relief, as this focuses
on the occupier’s bespoke installations,
fixtures and trade-related equipment.

It is also important to note that
contributions made to an operator’s or
tenants’ costs can yield tax relief to the

Hotel
200 rooms
14 floors

contributor and it is therefore essential
that development and lease agreements
are appropriately structured to ensure
that all available allowances are secured.
Opportunities on the residential
elements are more limited, with only
plant and machinery installed in
common areas attracting P&M relief.
However, on large projects, the value
of relief can still be significant.
In addition, where elements of
the design or construction involve
innovative solutions to overcome
specific site challenges, or use improved
material technologies, the relevant
staffing costs may generate research
and development expenditure relief.
Qualifying expenditure is relieved
at either 230 per cent for small and
medium-sized enterprises or as a 12 per
cent ‘above-the-line’ credit for large
companies. Capital projects can also
benefit from 100 per cent relief for
research and development allowances
where the expenditure is trade-related.
Finally, for contaminated sites, UK
companies carrying out site remediation
works may be able to benefit from land
remediation relief, which provides a
150 per cent super-deduction against
corporation tax (provided the taxpayer
is not the polluter). For loss-making UK
companies, this can be surrendered for a
payable credit.

Typical mixed-use hotel floor plate



HOTELS AS PART OF A
MIXED-USE DEVELOPMENT

A growing proportion of new hotel
stock comes from the conversion of
existing buildings in town centres

into mixed-use developments. These
combine retail with hotels, private
residential (for sale and rent), serviced
apartments and leisure such as cinemas
and performing arts venues.

This trend has been driven by the
well documented headwinds affecting
UK high streets in the form of growing
online competition and rising rents and
business rates. These mean building
owners — and often local authorities
— are looking to repurpose their stock
to better reflect the needs of local
communities.

The most successful developments
are often near town centres with
good transport links. The new Moxy
and Residence Inn, Slough, is a good
example. Sited close to the new
Crossrail station, the scheme includes
residential units and retail alongside
a 244 key Moxy hotel and 152 key
extended Residence Inn by Marriott.
The Tomorrow building in Manchester,
designed by Chapman Taylor, is
another prime example. This mixed-use

building totals more than 9,000 sq. m
consisting of offices on the upper four
floors and a Premier Inn operating a 112
bedroom hotel on the first six floors.
While this strategy can offer hotel
developers the opportunity to secure
prime locations, converting former
retail buildings into mixed-use, hotel-
led projects can be challenging and may
result in costs being equal to or even
higher than those for a new build.

For example, floorplates and floor-
to-ceiling zones in the original building
are often not proportioned for efficient
hotel design. The requirement for new
core (and riser) locations to service the
hotel often clashes with existing
substructures. Existing utilities and
drainage will also often need upgrading,
and older buildings may contain
asbestos or other deleterious materials.
The acoustic performance of the
existing building, too, may not support
the quality of service that the hotel
operator is hoping to offer. And existin
servicing, delivery and car parking i
provisions may prove difficult to adgpt /
to new uses.
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ABOUT THE COST MODEL

The cost model is based on a new-
build, mixed-use development in the
south-east of the UK. It comprises a
ground-floor podium with a 9,260 sq.
m GIA, 15-storey, 200 key hotel tower
and a 13,020 sq. m, 21-storey, 200 unit
residential building.

The model excludes site-related
costs such as the demolition of
existing structures, services diversions,

infrastructure reinforcement and
highways alterations. Wider exclusions
include professional fees, contingency,
pre-opening costs, operating supplies
and equipment for the hotel and VAT.

A 1,000 sq. m basement is assumed
within the GIA in this cost model, with
the balance of the accommodation
provided above ground.

Quantity
Substructure
Allowance for temporary works 1
Allowance for de-watering excavations 1
Foundations; rotary bored piles (900 - 1200mm dia. average 20m
depth);incl. piling mat 1,798
Secant piled basement retaining wall 1,152
Bulk dig 4,855
RC concrete liner wall; 300mm 576
Allowance for cavity drainage to basement, incl. sumps 64
Allowance for below ground drainage; generally 2,500
RC basement slab; 300mm thick, incl. waterproofing and the like 899
RC ground floor slab 1,798

SUB-TOTAL - SUBSTRUCTURE
Superstructure
Frame
Allowance for reinforced concrete blade columns 22,280
Reinforced concrete core walls average 250mm thick 2,280
Allowance for other structures (e.g. lift motor rooms) 1
Allowance for expansion joints and other sundries 1
SUB-TOTAL - FRAME

Upper Floors
Allowance for 250 thick reinforced concrete flat slab;
reinforcement @ 150kg/m? 19,583
Duragrid / GRP riser protection system 446
Allowance for upstands, plinths, bund walls, etc. 1
Allowance for slab edge detailing 1,694

SUB-TOTAL - UPPER FLOORS

The unit rates are current at December
2019 but allow for construction
period inflation based on a two-year
construction period.

The model assumes the works are
competitively procured using a two-stage
design and build procurement route.

Unit Rate Total
item 250,000 250,000
item 150,000 150,000

m?2 1,110 1,995,800
m?2 300 345,600
mS3 75 364,100
m?2 230 132,500
m 500 32,000
m2 75 187,500
m?2 250 224,800
m?2 145 260,700
3,943,000

m2 30 668,400
m?2 200 456,000
item 75,000 75,000
item 50,000 50,000
1,249,400

m?2 145 2,839,500
m?2 400 178,400
item 195,830 195,800
m 80 135,500
3,349,200

f/m

177

96

150

%

YA

2%

47



Roof

Allowance for 200 thick reinforced concrete flat slab;
reinforcement @ 150kg/m?

Allowance for concrete perimeter upstand

Proprietary roof covering, insulation, paving slabs etc.

Extra over for green roof; assumed 25% of roof area

Allowance for enhanced finishes to terrace areas

Balustrading to terrace areas

Secondary steelwork for PVs and louvered plant screen
SUB-TOTAL - ROOF

Stairs

Pre-cast concrete stairs and landings, incl. finishes, painted
handrails and balustrades; cost per storey

Feature stair to hotel between basement & ground floor
Allowance for ladders / stepovers / walkways etc.
SUB-TOTAL - STAIRS
External Walls
Facade; assumed precast with inset windows
Retail unit shopfront glazing at ground level
Lift overrun and core cladding at roof level
Notional allowance for blockwork walling
Louvered plant screening
Visual mock-ups and samples
BMU cleaning equipment & track
SUB-TOTAL - EXTERNAL WALLS
Windows & External Doors
Main entrance revolving doors
Shop /restaurant doors
Allowance for single doors
Allowance for double pass doors
Allowance for loading bay door
SUB-TOTAL -WINDOWS & EXTERNAL DOORS

Quantity

1,798
100
1,798
450

100
329

54

11,689
273
300

280

- N A~ ~DN

Unit

m?2

m?2

item

m?2

flights
item
item

m2
m2
m2
item
m2
item
item

nr
nr
nr
nr

item

Rate

130

140
160

80
150,000
1,200
170

20,000
25,000
100,000

750
1,000
350
20,000
650
75,000
200,000

50,000
25,000
10,000
15,000
50,000

Total

233,700
14,000
287,700
36,000
150,000
120,000
55,900
897,300

1,080,000
25,000
100,000
1,205,000

8,766,800
273,000
105,000

20,000
182,000
75,000
200,000
9,621,800

100,000
100,000
40,000
30,000
50,000
320,000

f/m

40

o4

432

14

17

17

12

0%
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Internal Walls & Partitions

Allowance for blockwork to form demises and within landlord shell
and core areas

SUB-TOTAL - INTERNAL WALLS & PARTITIONS
Internal Doors
Allowance for new internal doors, incl. riser doors
SUB-TOTAL - INTERNAL DOORS
Landlord Areas
Wayfinding and statutory signage
Allowance for fit out of landlord areas
SUB-TOTAL - FITTINGS, FURNISHINGS & EQUIPMENT

Services

MEP services installations to hotel incl. BWIC
MEP services installations to residential incl. BWIC

SUB-TOTAL - MEP SERVICES INSTALLATIONS
Vertical Transportation
Allowance for lifts to hotel (excl. escalators)
Allowance for lifts to residential (excl. escalators)

SUB-TOTAL-LIFTS

SUB TOTAL | Net Trade Cost

Quantity

22,280

22,280

22,280
22,280

9,260
13,020

9,260
13,020

Unit

m?2

m?2

m?2

m?2

m?2

m?2

m?2

m?2

Rate

50

50

50

1,250
400

117
50

Total

1,114,000
1,114,000

1,114,000
1,114,000

44,600
1,114,000
1,158,600

11,575,000
5,208,000
16,783,000

1,083,400
651,000

1,734,400
42,489,700

f/m

50

50

92

733

18
1907

14

1%

1%

217,

2%
937




Preliminaries

Main Contractor's Preliminaries
SUB-TOTAL - PRELIMINARIES

D&B Risk Allowance

Main Contractor's D&B Risk Allowance
SUB-TOTAL - D&B RISK ALLOWANCE

OH&P

Main Contractor's OH&P
SUB-TOTAL - OH&P

TOTAL | SHELL AND CORE

Internal Fit Out

Hotel Fit Out
Guestrooms & guestroom corridors
Public areas
Back of house areas including kitchen equipment
FF&E to guestrooms & public areas
SUB-TOTAL-HOTEL FIT OUT

Residential Fit Out
Private
Affordable
SUB-TOTAL - RESIDENTIAL FIT OUT

Retail Fit Out
Assume by incoming tenants
SUB-TOTAL - RETAIL FIT OUT

SUB TOTAL | Net Trade Cost

Quantity

17.50%

2.50%

5.00%

5,600
640
1,360
200

6,240
3,360

640

Unit

m?2
m?2
m?2

keys

m?2

m?2

m?2

Rate

1,000
1,250
500
15,000

900
765

Total

7,436,000
1,436,000

1,248,000
1,248,000

2,559,000
2,559,000
93,732,700

5,600,000
800,000
680,000

3,000,000

10,080,000

5,616,000
2,570,400

8,186,400

0
0

18,266,400

f/m

334

a6

115
2,612

452

367

820

%

9%

2%

3L
677,

12

10%

0%
231,
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Quantity Unit Rate Total £/ m? %
Preliminaries
Main Contractor's Preliminaries 17.50% 3,197,000
SUB-TOTAL - PRELIMINARIES 3197000 143 LY
D&B Risk Allowance
Main Contractor's D&B Risk Allowance 2.50% 537,000
SUB-TOTAL - D&B RISK ALLOWANCE 537,000 2% 19
OH&P
Main Contractor's OH&P 5.00% 1,700,000
SUB-TOTAL - OH&P 1,100,000 49 1%
TOTAL | Fit Out 23,100,400 1,037 297,
TOTAL | Construction Cost 76,833,100 3,449 95%
Risk Allowances and Design Reserve
Risk Allowances and Design Reserve 5.00% 3,842,000
SUB-TOTAL - RISK ALLOWANCES AND DESIGN RESERVE 3,842,000 172 5
Total (£) £/m?>

80,675,100 3,621
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