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February 27, 2015 
 
 
 
Mr. Patrick J. Small, CEcD 
Economic Development Director 
City of Manassas 
9027 Center Street 
Manassas, Virginia  20110 
 

Dear Mr. Small: 

 

In accordance with our engagement letter, we have prepared a market analysis and projections 

of occupancy, average daily rate (ADR) and cash flow for a proposed 100-unit Home2 Suites by 

Hilton to be located proximate to the Prince William Parkway/Route 28 interchange in 

Manassas, Virginia.  The following paragraphs present our conclusions. 

 

 

EXECUTIVE SUMMARY 

 

Metropolitan Washington, DC Overview 
 

 The Washington-Arlington-Alexandria metropolitan statistical area (Washington, DC 
MSA) is located in the Mid-Atlantic region and is the nation’s capital.  It includes not only 
the District of Columbia, but also five Maryland counties, 11 Virginia counties, six 
independent Virginia cities and one West Virginia county. 

 
 The MSA is the nation’s seventh largest and had an estimated 2013 population of over 

5.9 million.  Since 2008, the MSA’s population has grown at a compound annual rate of 
1.7 percent. 

 
 Once considered a single-industry city due to the dominant presence of the federal 

government, the region’s economic base has been markedly expanded and diversified 
during the past several decades.  Most of the employment diversification has occurred in 
the fields of engineering and management services, business services, 
telecommunications and other high technology.  The region’s central location on the 
Eastern seaboard, its three major airports, a generally well-educated workforce and the 
international standing of Washington contribute to the MSA’s appeal as a business 
address.  Washington’s historical significance and capital-city status also make the area 
an attractive tourist destination. 
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 From 2008 to 2013, nonagricultural employment grew at a 0.5 percent compound annual 
rate.  Based on preliminary estimates, employment increased 0.4 percent in 2014. 

 

Site and Neighborhood Evaluation 
 

 The site is located proximate to the southeast quadrant of the Prince William Parkway/ 
Route 28 interchange approximately two miles west of downtown Manassas.  It is part of 
Manassas Gateway, a planned mixed-use project to also include restaurant, retail, office 
and residential uses. 

 
 The Prince William Parkway corridor proximate to the subject interchange has been a 

focal point for development in recent years.  The 1,600-acre Innovation Park, anchored 
by George Mason University’s Prince William Campus, is the dominant project in the 
neighborhood. 

 
 Several of the market’s largest lodging demand generators are located in the 

neighborhood, proximate to the site.  The subject will be the closest hotel to them. 
 

Recommended Facilities 
 

 Given the site’s proximity to the market’s largest demand generators and the low rate 
ceiling in the area, we recommend pursuing development of a relatively small 
(approximately 100 units) Home2 Suites by Hilton.  Home2 Suites is a mid-tier, all-suite 
extended stay hotel brand featuring contemporary accommodations and customizable 
guest room design.  The brand offers an affordable price point within the extended stay 
segment, targeting both business and leisure travelers.  Its limited-service configuration 
will help minimize development costs and the financial risks of the project while its 
affiliation with the Hilton family of brands will help drive demand through its reservation 
system.   

 
 Amenities prototypical of the brand should be provided with perhaps an expanded 

complement of meeting space, say 1,500 to 2,000 square feet. 
 
 For purposes of this analysis, we have assumed a January 1, 2017 opening date. 

 

Supply and Demand Analysis 
 

 There are nine properties with a total of 1,036 guest rooms which potentially would 
compete with the subject hotel.  All of the properties are located in the northern suburbs 
of Manassas, proximate to the Interstate 66 (I-66)/Sudley Road interchange. 

 
 Market area occupancy and ADR are estimated to have been 68 percent and $87.00, 

respectively, for 2014.  The properties garner 39 percent of their accommodated 
demand from business/government travelers, 26 percent from groups, 18 percent from 
leisure guests and 17 percent from extended stay guests. 

 
 We have identified no additions to the competitive supply of guest rooms other than the 

subject hotel. 
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 Considering recent trends in the market, base growth rates are expected to be 
moderate.  An additional level of “supply-driven” growth is anticipated to be generated by 
the subject. 

 

Estimated Levels of Utilization 
 

 The proposed Home2 Suites is expected to achieve penetration levels well in excess of 
its fair market share in the extended stay segment, and below its fair share in the 
commercial/government, group and leisure segments. 

 
 Projected market penetration, occupancy, ADR and revenue per available room 

(RevPAR) are presented in the table below: 
 

ESTIMATED MARKET PENETRATION, OCCUPANCY, AVERAGE DAILY RATE AND REVPAR
PROPOSED 100-UNIT HOME2 SUITES BY HILTON 

2017 THROUGH 2021 

       Average Daily Rate    
  

Year 
 Market 

Penetration1 
  

Occupancy 
 Constant

2014 Dollars 
 Inflated 

Dollars2 
 RevPAR

(Inflated $) 
 

 2017       91%     62%  $94.00  $102.75  $63.71  
 2018  100  70    95.00    107.00    74.90  
 2019  108  76    95.00    110.25    83.79  
 2020  108  76    95.00    113.50    86.26  

 2021  108  76    95.00    116.75    88.73  

 1 Presented as a percentage of fair market share.  

 2 Inflated annually at 3.0 percent and rounded to the nearest $0.25.  Inflation rates were based on the 
results of recent investor surveys. 

 

 

Financial Projections 
 

 Projected cash flows from operations before debt service and income taxes, in constant 
2014 and inflated dollars, are depicted in the following table. 

 

PROJECTED CASH FLOWS FROM OPERATIONS
BEFORE DEBT SERVICE AND INCOME TAXES 

PROPOSED 100-UNIT HOME2 SUITES BY HILTON 
2017 THROUGH 2021 

  
Year 

Constant
2014 Dollars 

Inflated 
Dollars 

 

 2017 $637,000 $   697,000  
 2018   820,000      925,000  
 2019   930,000   1,081,000  
 2020   930,000   1,112,000  
 2021   930,000   1,142,000  

 
 The projected cash flows generate an unleveraged internal rate of return (IRR) of 11.55 

percent and a leveraged IRR of 19.59 percent based on typical investment parameters 
and development costs.  These returns are considered sufficient to entice a qualified 
hotel developer to pursue the project. 
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METROPOLITAN WASHINGTON, DC OVERVIEW 

 

An analysis of the economic characteristics of a given market area is critical in assessing 

historical and future growth patterns and their impact on levels of lodging demand.  Such an 

analysis also contributes to a proper evaluation of market risks.  For instance, a market heavily 

oriented towards a single demand generator (e.g., a military installation) often carries a high 

level of inherent risks.  Conversely, a market having a diverse economy typically is less 

vulnerable to downturns.  Further, the sheer size of a market can impact risks through its ability 

to recover from conditions of oversupply. 

 

The Washington, DC MSA is located in the Mid-Atlantic region and is the nation’s capital.  The 

MSA is the seventh largest in the country and includes not only the District of Columbia, but also 

five Maryland counties, 11 Virginia counties, six independent Virginia cities and one West 

Virginia county.  The Maryland counties are Calvert, Charles, Frederick, Montgomery and 

Prince George’s.  In Virginia, the counties are Arlington, Clarke, Culpeper, Fairfax, Fauquier, 

Loudoun, Prince William, Rappahannock, Spotsylvania, Stafford and Warren, while the 

independent cities include Alexandria, Fairfax, Falls Church, Fredericksburg, Manassas and 

Manassas Park.  Jefferson is the county in West Virginia. 

 

Once considered a single-industry city due to the dominant presence of the federal government, 

the region’s economic base has been markedly expanded and diversified during the past 

several decades.  Washington is within one day’s drive of over 40 percent of all urban 

employment in the United States and it is easily accessible to markets in the Northeast and the 

Southeast.  This location enables large corporations serving broad geographic markets to 

coordinate operations along the entire eastern seaboard.  The region’s three major airports, a 

generally well-educated workforce and the international standing of Washington also contribute 

to the MSA’s appeal as a business address.  Further, certain businesses which closely interact 

with the government find a Washington base convenient.  Washington’s historical significance 

and capital-city status make the area an attractive tourist destination as well.  The maps on the 

following pages depict the MSA’s location within the region, and the subject’s positioning within 

the metropolitan area. 

 

Population:  Population growth is an important factor in determining the economic strength of a 

given area.  Although the growth of a local population is not related directly to room-night 

demand for hotels, it does reflect employment growth and future employment concentration 

which, in turn, typically influence levels of commercial room-night demand. 
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REGIONAL LOCATION 
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METROPOLITAN LOCATION 
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The Washington, DC MSA had an estimated 2013 population of over 5.9 million.  This 

represents an increase of 1.7 percent compounded annually since 2008.  For the same period, 

Prince William County (including Manassas and Manassas Park) grew at a rate of 3.4 percent 

compounded annually and gained over 15 percent of the MSA’s new residents.  The 

populations of Manassas and Manassas Park were approximately 41,700 and 16,100, 

respectively, in 2013.  Much of the MSA’s growth has been focused on the close-in suburbs, 

primarily Northern Virginia, as the District itself is for the most part mature in that little 

developable land exists to support more robust population growth.  The following table depicts 

population characteristics for Prince William County along with those for the MSA, state and 

nation. 

 

POPULATION
PRINCE WILLIAM COUNTY1, THE WASHINGTON, DC MSA, VIRGINIA AND THE UNITED STATES 

2008, 2013 AND 2018 
(in thousands) 

   
 

2008 
 

2013 

Compound
Annual Change 

2008-2013 
 

2018 

Compound
Annual Change 

2013-2018 

 

 Prince William County1        422.4       498.1    3.4%        564.4    2.5%  
 Washington, DC MSA     5,445.1     5,938.2 1.7     6,411.3 1.5  
 Virginia     7,833.5     8,314.4 1.2     8,888.8 1.3  
 United States 304,094.0 317,790.9 0.9 333,952.5 1.0  

 Prince William County’s 
  Share of MSA 

 
7.8% 

 
8.4% 

  
8.8% 

  

 1  Includes Manassas and Manassas Park.  

 Source:  Woods & Poole Economics, Inc. - 2014 CEDDS  

 

Employment and Economy:  As discussed, the economic base of the Washington, DC MSA 

has been extensively diversified over the past three decades.  Federal and local governments 

employed nearly 35 percent of the area’s residents in 1980.  Today, 22 percent are government 

employees and the PBS sector is now slightly larger.  Most of the employment diversification 

has occurred in the fields of engineering and management services, business services, 

telecommunications and other high technology.  The private sector in the District of Columbia 

has become dominated by services employment which, in part, has aided the city’s recovery 

from various recessions.  It should be noted, however, that much of the District’s private sector 

employment is tied to the federal capital.  Lobbyists, certain attorneys, associations, foreign 

agents, consultants and contractors number among the many workers whose jobs are directly 

the result of government activity. 

 

Seventeen Fortune 500 companies are headquartered in the MSA, representing a diverse range 

of industries.  They include Fannie Mae, Freddie Mac, Gannett, Marriott International, Discovery 

Communications, General Dynamics, Hilton Worldwide, Northrop Grumman, Capital One, Booz 

Allen Hamilton and Lockheed Martin.  Industry sectors identified by regional economic 



Mr. Patrick J. Small, CEcD  February 27, 2015 

 

8 
 

development officials as key to future growth include aerospace, defense and intelligence; 

cybersecurity; biotechnology and life sciences; energy efficiency and sustainability; information 

and communication technology; trade and logistics; and leisure and hospitality. 

 

Employment by nonagricultural industry for the MSA in 2008 and 2013 is depicted in the 

following table.  Culpeper and Rappahannock counties were added to the MSA in 2013, and the 

Bureau of Labor Statistics does not yet recognize this change in its data.  Thus, the information 

presented excludes these counties. 

 

EMPLOYMENT BY NONAGRICULTURAL INDUSTRY
WASHINGTON, DC MSA 

2008 AND 2013 
(in thousands) 

  2008 2013  Compound  
  Employment Employment  Annual  
 Industry Number Percent Number Percent  Change  

 PBS1    681.8      22.7%     706.8      23.0%     0.7%  
 Government    659.8   22.0     687.1   22.3  0.8  
 EHS2    340.6   11.3     393.6   12.8  2.9  
 TTU3    397.3   13.2     389.6   12.7     (0.4   )  
 Leisure & Hospitality    261.8     8.7     291.4     9.5  2.2  
 Other Services    184.7     6.1     189.3     6.1  0.5  
 Financial Activities    154.3     5.1     151.1     4.9     (0.4   )  
 MLC4    172.4     5.7     146.0     4.7     (3.3   )  
 Information      91.0     3.0       76.3     2.5     (3.5   )  
 Manufacturing      60.8     2.0          47.9     1.6        (4.7   )  

   Total 3,004.5    100.0%  3,079.1    100.0%     0.5%  

 1  Professional & Business Services 
2  Education & Health Services 
3  Trade, Transportation & Utilities 
4  Mining, Logging & Construction 

 

 Source:  U.S. Department of Labor, Bureau of Labor Statistics  

 

Between 2008 and 2013, total nonagricultural employment for the MSA grew at a compound 

annual rate of 0.5 percent.  Reflective of the national economic recession, employment levels 

began to decline in November 2008 and 49,500 jobs were lost in 2009 after 16 years of growth.  

The impact of the recession was short lived, however, as employment (as compared to the 

same month in the prior year) has increased each month since April 2010.  112,400 jobs were 

added from 2010 through 2013, with employment exceeding pre-recessionary levels in 2011.  

Based on preliminary estimates, employment increased 0.4 percent in 2014.  Graphical 

depictions of 2013 employment by industry and the annual new job growth for 2009 through 

2013 are presented below. 
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The impact of the federal government, as well as various research and educational institutions, 

has proven to be a stabilizing (and in fact nurturing) influence on employment in the area.  The 

MSA consistently is one of the healthiest areas in the country.  Woods & Poole Economics, 

Inc.’s forecast of employment indicates a compound annual growth rate of 1.7 percent through 

2025 for the MSA and 2.2 percent for Prince William County (including Manassas and 

Manassas Park).  As of November 2014, the unemployment rate for the MSA was 4.5 percent 

while the rate for the United States was 5.5 percent.  Comparatively, the rates for Manassas, 

Prince William County and Virginia were 4.0, 4.1 and 4.5 percent, respectively. 

 

With an economic impact of almost $7 billion, the visitor industries are an important component 

of the Washington area economy.  An estimated 19.0 million people visited the city in 2013, an 

increase of 2.7 percent from 2012.  Tourists are drawn by attractions which include the Lincoln 

Memorial, the Washington Monument, Arlington National Cemetery, the Capitol, the White 

House, the Smithsonian Institution, Mount Vernon, the Pentagon Memorial, the Steven F. 

Udvar-Hazy Center, numerous battlefields, currency minting operations and the national art 

collection.  Convention activity is focused on the 2.3 million-square foot Walter F. Washington 

Convention Center which has 703,000 square feet of exhibit space and 198,000 square feet of 

meeting space. 

 

Washington’s consumer markets are dominated by an affluent working-age population.  Area 

consumers are often professionals with jobs that revolve around high-level government and 

service-related business activity.  The metropolitan area is endowed with a well-educated 

workforce.  Certain suburban public school systems are well above average.  College graduates 

are attracted from throughout the world, or are produced by local institutions such as American 

University, the University of Maryland, Georgetown University, Howard University and George 

Mason University among many others. 

 

Transportation:   Interstates 95 (I-95), 66, 270 (I-270) and 495 (I-495) are the primary 

highways serving the Washington, DC MSA.  I-95 is the East Coast’s major north/south highway 

which connects Florida with the northeastern seaboard; I-66 is an east/west highway which 
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connects Washington with the city of Front Royal and Interstate 81 in western Virginia; I-270 is a 

north/south highway linking the Washington area with Frederick, Maryland; and I-495 forms the 

MSA’s circumferential highway (the Capital Beltway) in combination with I-95.  Interstate 395 (I-

395) is a spur route connecting I-95/495 with the District of Columbia proper, while Interstate 

295 (I-295) traverses the southeastern edge of the District. 

 

Air transportation is widely available by way of three major airports:  Ronald Reagan 

Washington National Airport, a primarily point-to-point hub located near the urban core; 

Washington Dulles International Airport, located in Northern Virginia; and Baltimore/Washington 

International Thurgood Marshall Airport (BWI), located between Baltimore and Washington.  

Although National and Dulles are considered the primary airports for the metropolitan area, BWI 

serves as an easily accessible alternate.  The following table depicts historical passenger 

activity at the three airports.  While international traffic to Dulles continues to increase, the 

number of domestic passengers has eroded.  This is due in part to a weakening of rules which 

prohibited flights longer than 1,250 miles at National. 

 

TOTAL PASSENGER ACTIVITY
WASHINGTON AIRPORTS 

2009 THROUGH 2014 

  
Year 

 National 
Airport 

Percent
Change 

Dulles
Airport 

Percent
Change 

BWI 
Airport 

Percent
Change 

 

 2009  17,577,359 -  23,213,341 -  20,953,615 -  
 2010  18,118,713    3.1%  23,597,226    1.7%  21,936,461    4.7%  
 2011  18,823,094 3.9  23,211,856    (1.6   )  22,400,785 2.1  
 2012  19,655,440 7.3  22,562,833    (2.8   )  22,679,887 1.2  
 2013  20,415,085 3.9  21,947,065    (2.7   )  22,491,346    (0.8   )  
 2014  20,810,387 1.9  21,572,233    (1.7   )  22,312,676    (0.8   )  

 Compound Annual Change    3.4%      (1.5%)      1.3%  

 Source:  Metropolitan Washington Airports Authority and Maryland Aviation Administration  

 

Amtrak provides train service to the area, including approximately 40 trains traveling daily from 

New York’s Penn Station to Washington’s Union Station.  Additionally, the Washington 

Metropolitan Area Transit Authority (WMATA) serves a zone which encompasses approximately 

1,500 square miles and five million people.  WMATA’s components include the Metrorail, a high-

speed rail transit system extending from the central core of downtown Washington, and the 

Metrobus, which complements the rail service by providing local travel routes along radial 

corridors not served by rail.  In total, there are six rail lines along with 328 bus routes.  

Metrorail’s Silver Line is a 23-mile extension to Dulles which will improve access therefrom into 

the city center.  The five-station first phase opened in July 2014.  The second phase will add 

eight more stations when completed in 2018. 

 

Future Outlook:  As the base of the nation’s government, the Washington, DC MSA enjoys a 

position of prominence.  While the presence of the federal government offers a measure of 
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economic stability, the on-going threat of budgetary constraints conversely poses a level of risk.  

Economic growth will be supported by continued diversification and expansion of private-sector 

service employment. 

 

 

SITE AND NEIGHBORHOOD EVALUATION 

 

The neighborhood within which a hotel operates can have a significant impact on its operating 

performance.  Emerging neighborhoods experiencing substantial growth can generate 

increasing levels of demand and provide an environment characterized by new development 

and, more importantly, popular support facilities (e.g., restaurants, retail, entertainment, etc.).  

Conversely, a declining neighborhood or, in some cases, a mature one relative to a nearby 

emerging one, can be detrimental to a property’s operations.  In this section, we address the 

location, access and development characteristics of the subject neighborhood. 

 

The subject site is in the Route 28 corridor just over two miles west of downtown Manassas.  It 

is part of a planned mixed-use project in the southeast quadrant of the Prince William Parkway/ 

Route 28 interchange known as Manassas Gateway which is slated to also include restaurant, 

retail, office and residential uses.  The Manassas Gateway site is bordered by Route 28 (also 

known as Nokesville Road) to the north, Godwin Drive to the east, Gateway Boulevard to the 

south and Prince William Parkway to the west.  A small lake occupies the northwestern section 

of the site, and a restaurant/brew pub located on its southwest shore is anticipated to anchor the 

project.  The map on the following page depicts the location of the site within the Manassas 

area. 

 

Route 28 provides direct access to downtown Manassas and then travels northeastward to 

intersect with I-66 before continuing on to Dulles which is some 18 miles from the subject site.  

Prince William Parkway connects with I-66 nearly five miles to the north of Route 28 and I-95 

approximately 18 miles to the southeast.  Gateway Boulevard leads to Manassas Regional 

Airport on the west side of Prince William Parkway.  The Prince William Parkway corridor in the 

vicinity of the Route 28 interchange has been a focal point for development in recent years.  

Highlights of the neighborhood are as follows: 

 

 Located on 899 acres proximate to the southwest quadrant of the Prince William 
Parkway/Route 28 interchange, Manassas Regional Airport is the busiest general 
aviation airport in Virginia.  It is the base for more than 400 aircraft and has over 85,000 
annual aircraft operations.  A 2011 study estimated the airport’s economic impact at over 
$234 million.  It has been designated by the Federal Aviation Administration as both a 
Reliever Airport (to provide alternative general aviation facilities to reduce congestion at 
commercial service airports) and one of 84 National Airports (located in metropolitan 
areas near major business centers). 
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NEIGHBORHOOD 

 

  



Mr. Patrick J. Small, CEcD  February 27, 2015 

 

13 
 

 Virginia Railway Express, which provides commuter rail service from the Northern 
Virginia suburbs to Alexandria, Crystal City and downtown Washington, operates three 
stations in the Manassas area.  The Broad Run station, which is the end of the 
Manassas line, is located at the north end of Manassas Regional Airport. 

 
 Innovation Park, a 1,600-acre public-private venture, is located on the north side of the 

subject interchange.  It is anchored by George Mason University’s (GMU) Prince William 
Campus and is home to corporate headquarters, research and data centers, government 
facilities and federal contractors.  Targeted industries include life sciences, information 
technology, high-tech manufacturing and federal contracting.  With more than 2.1 million 
square feet of space already developed, tenants include the Federal Bureau of 
Investigation (FBI) Northern Virginia Resident Agency, the Virginia Department of 
Forensic Science Northern Laboratory, the headquarters of ATCC (a private, nonprofit 
biological resource center and research organization), the GMU/National Institutes of 
Health Biomedical Research Laboratory, the COPT DC-6 data center and Comcast, 
among others. 

 
 The 134-acre Prince William Campus of GMU opened in 1997 and serves more than 

4,000 students with a focus on life sciences and applied information technology.  Five 
centers conduct research on the campus including the Center for Applied Proteomics 
and Molecular Medicine, the Center for Biomedical Genomics, the Center for the Study 
of Genomic Liver Diseases, the National Center for Biodefense and Infectious Diseases, 
and the MicroBiome Analysis Center.  Also on campus is the 85,000-square foot Hylton 
Performing Arts Center featuring the 1,123-seat Merchant Hall, the 240-seat Gregory 
Family Theater and the Buchanan Partners Art Gallery. 

 
 The General Services Administration (data center), Micron Technology 

(semiconductors), Lockheed Martin (Mission Systems and Training; surface, air and 
undersea applications for U.S. and allied forces), BAE Systems (electronic systems) and 
SWIFT have operations adjacent to Innovation Park proximate to the northeast quadrant 
of the subject interchange. 

 
 Sowder Village Square is a 276,450-square foot retail center proximate to the northwest 

quadrant of the subject interchange.  It is anchored by SuperTarget, T.J.Maxx and 
PetSmart.  Restaurant tenants include Red Robin, Chick-fil-A, Tuscani Italian Grill, 
Spoonberry, Pho Sappa and Tropical Smoothie Café. 

 

The City of Manassas and its surrounding area have long served as a bedroom community for 

the District of Columbia but is also an economic center in its own right.  The following table lists 

the city’s largest private employers. 
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LARGEST PRIVATE EMPLOYERS
CITY OF MANASSAS 

  
Employer 

Number of
Employees 

 

 Micron Technology  1,800  
 Novant Health Prince William Medical Center  1,157  
 Lockheed Martin  1,100  
 American Disposal Service     550  
 BAE Systems     320  
 SWIFT     300  
 Aurora Flight Sciences     170  
 Battlefield Ford     111  
 Oberon Associates (CGI Federal)     105  

 Source:  City of Manassas Economic Development  

 

Located just north of Manassas proper near the I-66/Sudley Road interchange are the 

Manassas campus of Northern Virginia Community College (offering academic programs and 

continuing education to more than 10,000 students) and the Manassas National Battlefield Park.  

The latter is a 5,000-acre preserve commemorating the two Civil War battles fought at 

Manassas, including the first major land battle which climaxed on July 21, 1861.  The park 

attracted 514,000 visitors in 2014. 

 

Overall, the site and neighborhood are well suited to hotel development.  The neighborhood 

includes the market’s dominant lodging demand generators (to which the subject will be the 

closest hotel) and an adequate array of support amenities.  It should realize additional growth as 

Innovation Park is fully developed.  The Manassas Gateway project should provide an attractive 

location for the subject, with one or more restaurants within walking distance, a small quantity of 

office space and easy access throughout the area via Prince William Parkway. 

 

 

RECOMMENDED FACILITIES 

 

Given the site’s proximity to the market’s largest demand generators and the low rate ceiling in 

the area, we recommend pursuing development of a relatively small (approximately 100 units) 

Home2 Suites by Hilton.  Its limited-service configuration will help minimize development costs 

and the financial risks of the project while its affiliation with the Hilton family of brands will help 

drive demand through its reservation system. 

 

Home2 Suites by Hilton is a mid-tier, all-suite extended stay hotel brand featuring contemporary 

accommodations and customizable guest room design.  It is designed to compete with Marriott’s 

TownePlace Suites and, to a lesser extent, InterContinental Hotels Group’s Candlewood Suites.  

The brand offers an affordable price point within the extended stay segment, targeting both 

business and leisure travelers.  Launched in January 2009, Home2 Suites was the first new 
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brand introduced by Hilton Worldwide in 20 years.  Key design elements and amenities of the 

brand include the following: 

 

 Guest suites comprising 323-square foot studios and 490-square foot one-bedroom 
units.  Each suite provides separate living and bedroom areas. 

 
 The proprietary Home2 Suites “working wall” which incorporates a kitchen and a flexible 

working/media area.  Each kitchen is fully equipped with a refrigerator, a microwave 
oven, a dishwasher, a coffee maker, microwavable cookware and place settings for six.  
Induction burner cook tops are available at the front desk.  Each work area has a 
moveable table, task lighting and a Humanscale® ergonomic chair.  A media hub 
enables guests to connect their electronic devices to the television.  Living areas are 
furnished with a sleeper sofa, a 42-inch flat-screen high-definition television and 
moveable furnishings allowing customized spaces. 

 
 The Oasis community space designed to create an environment where guests can 

socialize and includes communal and individual work zones, the Inspired Table 
complimentary breakfast, the Home2 MKT convenience market and a business services 
area featuring complimentary PrinterOn wireless printing. 

 
 The Spin2 Cycle integrated laundry/fitness facility. 

 
 A saline swimming pool and outdoor spaces with grills, lounge areas and walking paths. 

 
 Complimentary wired and wireless internet access throughout the hotel. 

 
 Recycling stations throughout each hotel and in suites. 

 
 Pet friendliness. 

 

Photographs of a typical Home2 Suites property are presented on the following page. 

 

As of February 2015, there were 55 hotels open in the U.S. and one each in Canada and 

Mexico.  Systemwide, the 27 properties open in 2013 achieved an aggregate occupancy of 71.3 

percent at an average daily rate of $100.39.  By comparison, the U.S. lodging industry 

occupancy for 2013 was 62.3 percent. 

 

Along with the amenities prototypical of the brand, the subject property should also provide an 

expanded complement of meeting space, say 1,500 to 2,000 square feet.  For purposes of this 

analysis, we have assumed a January 1, 2017 opening date.  We have further assumed the 

property will meet or exceed the quality standards of the brand. 
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SUPPLY AND DEMAND ANALYSIS 

 

The supply and demand analysis involves a qualitative and quantitative evaluation of the 

lodging facilities in the Manassas area with which the proposed Home2 Suites by Hilton would 

potentially compete for various segments of demand.  This section includes a description of the 

existing supply of, and demand for, hotel rooms in the subject market area, identification of 

proposed competitive properties, and a discussion of the growth potential of area demand by 

segment.  The analysis is for the period through 2021 to encompass the first five full years of 

operation for the subject following its anticipated opening by January 1, 2017. 

 

Understanding the relationship between supply and demand is a critical component of any 

market study, particularly with respect to hotels.  Unlike other property types, hotels essentially 

lease their rooms on a daily basis.  While this characteristic allows for an immediate response to 

changes in market conditions, it also requires a high level of management intensity.  There is an 

inverse relationship between occupancy and ADR, and raising or lowering rates typically has an 

immediate impact on room-nights sold.  Effective management entails finding the proper 

balance that allows for the maximization of revenue. 

 

In this section we first identify the subject property’s competitive set (e.g., those hotels that tend 

to compete for the same sources of demand).  We then identify relevant demand sources, 

analyze historical growth patterns and assess the potential for growth (or lack thereof) in 

demand by segment.  The result is a projection of future market performance.  Lastly, we 

conclude with a projection of occupancy and ADR for the subject property, taking into 

consideration its competitive strengths and weaknesses relative to the overall market. 

 

Obviously, some hotels are more directly competitive than others based on their locations, 

facilities, branding, etc.  This disparity in the level of competitiveness can be handled in a 

number of ways.  Some consultants assign a percentage to each property and include only a 

portion of their guest rooms in the competitive set.  This technique, while theoretically sound, is 

highly subjective and the overall analysis can be extremely sensitive to the assumptions made.  

Alternatively, we have chosen to address this issue through our projected penetration rates.  For 

example, the introduction of a new property that is only marginally competitive will have a limited 

impact on the subject property’s penetration level, whereas a directly competitive property will 

likely have a substantial effect.  Regardless of the method employed, properly assessing the 

relationship between supply and demand and its impact on the subject property and market 

occupancy requires a level of professional judgment. 

 

Our analysis begins with an overview of the national lodging market as presented below. 

 

National Lodging Market Overview:  In addition to PKF Consulting, our firm contains a 

research division, PKF Hospitality Research (PKF-HR).  PKF-HR owns the database for Trends 

in the Hotel Industry®, the statistical review of U.S. hotel operations which first appeared in 1935 
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and has been published every year since.  Beginning in 2007, PKF unveiled its powerful Hotel 

Horizons®, an econometrically-developed hotel forecasting model that projects five years of 

supply, demand, occupancy, ADR and RevPAR for the U.S. lodging industry with a high degree 

of accuracy.  Hotel Horizons® reports are published on a quarterly basis for 55 of the nation’s 

largest markets and six national chain-scales.  

 

PKF-HR has determined through econometric analysis that strong relationships exist between 

employment, income, price and demand for hotel rooms.  Using proprietary models developed 

in the course of this research PKF-HR produces national quarterly forecasts for demand, 

occupancy, ADR, RevPAR and supply.  These forecasts use baseline historical hotel operating 

data from STR, and historic and forecast economic data from Moody’s Analytics. 

 

The table below shows the national forecast for all hotels from PKF-HR’s Hotel Horizons® 

December 2014 - February 2015 National Edition. 
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The U.S. lodging industry enjoyed its fourth consecutive year of growth in RevPAR during 2013.  

According to STR, RevPAR grew by 5.4 percent for the year, the result of a 1.4 percent gain in 

occupancy and a 4.0 percent increase in ADR.  Consistent with the recovery since 2009, the 

three upper-priced chain-scale categories achieved greater gains in RevPAR compared to the 

lower-priced segments in 2013. 

 

The national occupancy level reached 64.4 percent in 2014.  This level is greater than the long-

run average occupancy rate of 61.9 percent, and tops the 63.1 percent pre-recession peak 

occupancy level reported by STR in 2006.  Despite such lofty levels, U.S. hotels are projected to 

continue to enjoy increases in occupancy.  By year-end 2015, U.S. occupancy is forecast to 

reach 65.3 percent.  This will mark the sixth consecutive year of growth in occupancy, the 

longest streak on record and an all-time high. 

 

Beyond 2015, the positive outlook for hotel industry occupancies begins to reverse, as more 

rapid supply growth outpaces increases in demand, resulting in projected occupancy of 63.5 

percent in 2018.  However, PKF-HR projects continued strength in ADR growth from 2016 

through 2018, at annual growth rates between 3.9 and 5.7 percent. 

 

Existing Competitive Facilities:  We have identified nine properties with a total of 1,036 guest 

rooms which would potentially compete with the subject 100-unit Home2 Suites by Hilton.  All of 

the properties are located in the northern suburbs of Manassas, proximate to the I-66/Sudley 

Road interchange.  These include the highest quality, most strongly branded hotels in the 

Manassas area.  While other lodging facilities are located in the market, they are not considered 

to be directly competitive due to disparities in terms of size, markets served, quality of facilities 

and/or rate structure.  In particular, the four hotels located within the Manassas city limits (the 

Olde Towne Inn, the Home-Style Inn, the Super 8 Manassas and the Best Western Manassas) 

have been excluded due to their economy orientation, lack of branding and/or marginal physical 

quality.  Accordingly, a guest who patronizes one of the competitive properties is not likely to be 

the same type of traveler who, under normal market conditions, would choose these other 

facilities. 

 

The map on the following page depicts the location of each property in relation to the subject.  

The tables on the page after the map provide a summary profile of the defined competitive 

properties. 
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COMPETITIVE PROPERTIES 
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SUMMARY OF COMPETITIVE PROPERTIES 
MANASSAS AREA 

PROPOSED 100-UNIT HOME2 SUITES BY HILTON 

    
Estimated 2014 

 Estimated 2014 
Demand Segmentation 

  

 Number Year Percent Average   Commercial/   Extended Total Sq. Ft.  
Name of Property of Units Opened Occupancy Daily Rate RevPAR1  Government Group Leisure Stay Meeting Space Amenities 

Candlewood Suites Manassas    100 2009 80%-84% $75-$79 $60-$64     15%      0%      5%    80% 0 E-H 
Hampton Inn Manassas    125 1989 70-74 100-104 70-74  58 20 20   2 1,560 C-E-F-H 
Comfort Suites Manassas Battlefield Park    138 2001 65-69 65-69 45-49  10 70 15   5 4,130 D-E-F-H 
Residence Inn Manassas Battlefield Park    107 2006 80-84 100-104 80-84  30 10 20 40 272 D-E-F-G-H 
Holiday Inn Manassas-Battlefield    104 2007 60-64 95-99 60-64  58 25 15   2 1,500 A-B-D-E-H 
Wyndham Garden Manassas    158 1973 50-54 70-74 35-39  23 50 25   2 5,500 A-B-C-D-E-H 
Courtyard Manassas Battlefield Park    149 1989 65-69 90-94 60-64  58 20 20   2 1,248 A-B-D-E-H 
Fairfield Inn & Suites Manassas      80 1999 65-69 80-84 55-59  60 15 20   5 0 D-E-F-H 
Holiday Inn Express & Suites Manassas      75 2000 65-69 85-89 55-59  60 15 20   5 528 D-E-F-H 

Total/Averages 1,036     68% $87.00 $58.75     39%    26%    18%    17%   

 

  
Fair 

 
 Estimated 2014 Market Share Percentage2 

 
Estimated 2014 Market Penetration 

as a Percentage of Fair Market Share3 
  

 Market  Commercial/   Extended   Commercial/   Extended  RevPAR 
Name of Property Share Total Government Group Leisure Stay  Total Government Group Leisure Stay  Penetration4 

Candlewood Suites Manassas      9.65%    11.78%      4.48%      0.00%      3.33%    56.31%     122%      46%        0%      35%    583%     107% 
Hampton Inn Manassas 12.07 12.67 18.62   9.71 14.35   1.51  105 154   80 119   13  124 
Comfort Suites Manassas Battlefield Park 13.32 13.20   3.34 35.39 11.21   3.94    99   25 266   84   30    78 
Residence Inn Manassas Battlefield Park 10.33 12.38   9.40   4.74 14.01 29.58  120   91   46 136 288  140 
Holiday Inn Manassas-Battlefield 10.04   9.43 13.85   9.03   8.01   1.13    94 138   90   80   11  105 
Wyndham Garden Manassas 15.25 11.28   6.57 21.60 15.96   1.35    74   43 142 105     9    60 
Courtyard Manassas Battlefield Park 14.38 14.25 20.94 10.92 16.14   1.70    99 146   76 112   12  107 
Fairfield Inn & Suites Manassas   7.72   7.88 11.98   4.53   8.92   2.35  102 155   59 116   30    98 
Holiday Inn Express & Suites Manassas   7.24   7.12 10.82   4.09   8.06   2.13    98 149   57 111   29    99 

 

Notes: Amenities Key 

  1  Occupancy × average daily rate. A = Restaurant(s)  F = Complimentary Breakfast 
  2  Property’s accommodated demand ÷ total demand accommodated in market. B = Lounge(s)  G = Complimentary Social Hour 
  3  Market share percentage ÷ fair market share. C = Outdoor Swimming Pool  H = Complimentary High-Speed 
  4  Property’s RevPAR ÷ market RevPAR. D = Indoor Swimming Pool           Internet Access 
 E = Exercise Room   
 

Source:  Properties concerned and PKF Consulting USA 
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Additional information on the competitors is provided in the following paragraphs. 

 

 The 100-unit Candlewood Suites Manassas is the market 
leader with respect to occupancy, but achieves one of the 
lowest ADRs consistent with its mid-market branding and few 
services.  This rate disparity may limit its competitiveness with 
the subject despite the property’s extended stay orientation.  
This orientation appears to help the Candlewood Suites 
overcome a somewhat isolated location. 

 
 The Hampton Inn Manassas was converted from a Quality Inn 

in 1993.  Although a limited-service property, the hotel is the 
market leader with respect to ADR, benefitting from its strong 
brand.  It is in good condition, having undergone a complete 
renovation between 2010 and 2014. As the only other Hilton-
branded hotel in the Manassas area, the Hampton Inn is likely 
to be a direct competitor of the subject Home2 Suites. 

 
 The 138-unit Comfort Suites Manassas Battlefield Park 

underwent renovation in 2014.  The hotel is unique in that, 
despite its limited-service orientation, it offers the market’s 
second largest quantity of meeting space at over 4,000 square 
feet.  The property is heavily reliant on tour groups, a factor 
reflected in its extraordinarily low ADR. 

 
 The Residence Inn Manassas Battlefield Park will likely 

represent the subject’s most direct competitor due to branding 
and market orientation.  The 107-unit property achieves the 
competitive set’s second highest RevPAR, benefiting from a 
strong affiliation.  It was renovated in 2014. 

 
 
 While having excellent visibility from I-66 and being proximate to 

a small concentration of office space, the 104-room Holiday Inn 
Manassas-Battlefield is removed from service amenities.  This 
siting and a relatively high ADR appear to have limited the 
property’s occupancy performance. 

 
 
 The Wyndham Garden Manassas achieves the market’s 

lowest RevPAR, with its secondary brand, tired condition and 
relatively large room count contributing to its poor performance.   
Opened as a Holiday Inn, the 158-room property operated as an 
independent, a Four Points by Sheraton and a La Quinta Inn & 
Suites prior to converting to its present flag in January 2014.  A 
partial replacement of the hotel’s soft goods occurred last fall. 

 
 The 149-room Courtyard Manassas Battlefield Park conforms 

to the prototype of its era and was renovated in 2013, receiving 
the brand’s Refreshing Business lobby concept at that time.  
The property’s occupancy appears constrained by its relatively 
large size and above-market ADR. 
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 The Fairfield Inn & Suites Manassas was subjected to 
renovation in 2013 and 2014.  The 80-unit property is located 
adjacent to the Northern Virginia Community College campus 
and is one of the closest hotels to Manassas National Battlefield 
Park. 

 
 
 The 75-unit Holiday Inn Express & Suites Manassas opened 

as a Country Inn & Suites and converted to its present brand in 
October 2011.  The property is in good condition, having been 
renovated in conjunction with the conversion.  It is under 
common ownership with the adjacent Fairfield Inn & Suites and 
shares that hotel’s locational attributes. 

 
The table on the following page depicts trends in occupancy, ADR, RevPAR, supply and 

demand for the defined competitive supply since 2008.  As shown, the Candlewood Suites 

opened during the recession.  The effect of the additional rooms in the market was compounded 

by the general downturn in travel, causing market area occupancy to decline three points in 

2009 and ADR to plummet $10 as operators cut rates in an attempt to maintain market share.  A 

surge in business travel led to strong occupancy growth in 2010; however, with rates for 2010 

negotiated in 2009 before it was known market occupancy would rebound, ADR declined 

further.  Nonetheless, RevPAR increased 3.3 percent that year.  Strong business travel again 

boosted occupancy performance in 2012, but the federal budget sequestration caused declines 

in both occupancy and ADR in 2013. 

 

Supply Additions:  Based on our fieldwork, we have identified no additions to the competitive 

supply other than the subject.  A 99-unit TownePlace Suites to be located on a site off Balls 

Ford Road proximate to the southeast quadrant of the I-66/Sudley Road interchange has had 

franchise approval for several years.  However, according to a representative of Marriott 

International, the project is unlikely to reach fruition and we have not treated it as a supply 

addition.  Should any competitive supply additions occur beyond the subject, the estimates of 

occupancy (and possibly ADR) contained herein would thus be affected and a revision might be 

required. 
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HISTORICAL OCCUPANCY, ADR, REVPAR, SUPPLY AND DEMAND
DEFINED COMPETITVE SUPPLY 

MANASSAS AREA

Year January February March April May June July August September October November December Total Year YTD Nov % Change % Change YTD
2008 48.6% 54.7% 64.4% 68.8% 74.0% 74.6% 72.3% 65.0% 66.6% 70.3% 58.1% 44.2% 63.5% 65.3% - -
2009 47.1% 51.6% 50.1 66.7 67.2 66.6 67.9 66.6 67.9 68.4 56.2 44.5 60.3 61.7 -5.1% -5.4%
2010 44.9 55.2 64.8 70.4 74.8 78.7 82.7 75.2 72.5 72.1 57.6 46.8 66.3 68.2 10.1 10.4
2011 51.1 59.2 66.7 71.6 77.6 81.7 78.6 64.2 67.6 68.2 59.3 47.5 66.1 67.8 -0.4 -0.5
2012 52.8 59.1 66.0 72.7 78.5 83.1 81.6 78.8 75.7 82.9 62.0 49.7 70.3 72.2 6.3 6.4
2013 55.0 58.6 63.9 71.6 77.2 79.0 71.4 71.0 68.4 68.7 56.0 46.2 65.6 67.4 -6.7 -6.6
2014 46.4 57.9 60.9 72.8 81.8 84.3 80.0 72.2 74.1 72.3 60.0 69.4 - 2.9
Avg 49.4% 56.7% 62.4% 70.7% 75.9% 78.3% 76.4% 70.5% 70.4% 71.9% 58.5% 46.5% 65.4% 67.5%

Year January February March April May June July August September October November December Total Year YTD Nov % Change % Change YTD
2008 $102.09 $104.33 $103.76 $103.39 $103.31 $103.11 $97.31 $97.15 $95.91 $97.44 $91.47 $84.51 $99.02 $99.93 - -
2009 $104.27 $94.71 93.21 92.57 92.15 91.29 85.92 86.82 89.33 84.95 81.54 74.85 89.06 90.03 -10.1% -9.9%
2010 80.25 82.49 84.90 83.33 85.33 86.03 82.22 84.23 88.95 83.56 81.37 75.22 83.55 84.09 -6.2 -6.6
2011 79.15 79.43 87.27 85.37 88.21 87.81 86.04 85.74 85.99 86.58 81.59 75.80 84.64 85.21 1.3 1.3
2012 79.12 80.90 85.64 85.02 89.00 88.18 87.29 86.87 87.06 88.64 83.87 78.96 85.61 86.03 1.1 1.0
2013 85.74 79.77 85.12 84.58 88.03 85.78 86.29 85.90 84.59 86.16 83.27 80.61 84.93 85.21 -0.8 -1.0
2014 82.98 84.92 87.03 85.13 90.98 88.97 92.90 88.82 85.02 86.49 83.16 87.35 - 2.5
Avg $87.06 $86.00 $89.23 $88.15 $90.75 $89.83 $88.09 $87.69 $87.95 $87.58 $83.65 $78.19 $87.50 $87.99

Year January February March April May June July August September October November December Total Year YTD Nov % Change % Change YTD
2008 $49.62 $57.11 $66.82 $71.11 $76.44 $76.97 $70.37 $63.12 $63.86 $68.49 $53.14 $37.32 $62.87 $65.25 - -
2009 $49.08 $48.86 46.69 61.74 61.94 60.77 58.31 57.85 60.62 58.08 45.84 33.29 53.66 55.58 -14.7% -14.8%
2010 36.01 45.50 54.99 58.63 63.82 67.67 68.01 63.30 64.53 60.21 46.88 35.24 55.44 57.31 3.3 3.1
2011 40.41 46.99 58.25 61.12 68.44 71.75 67.62 55.01 58.10 59.07 48.41 35.98 55.96 57.81 0.9 0.9
2012 41.76 47.84 56.52 61.78 69.88 73.24 71.19 68.48 65.92 73.46 51.99 39.25 60.18 62.12 7.5 7.4
2013 47.14 46.77 54.38 60.56 67.92 67.74 61.64 60.97 57.90 59.17 46.66 37.21 55.72 57.44 -7.4 -7.5
2014 38.50 49.13 52.97 61.97 74.41 75.02 74.31 64.15 62.96 62.55 49.87 60.61 - 5.5
Avg $43.04 $48.77 $55.65 $62.30 $68.87 $70.36 $67.31 $61.82 $61.96 $62.93 $48.91 $36.37 $57.22 $59.37

Year January February March April May June July August September October November December Total Year YTD Nov % Change % Change YTD
2008 29,016 26,208 29,016 28,080 29,016 28,080 29,016 29,016 28,080 29,016 28,080 29,016 341,640 312,624 - -
2009 29,016 26,208 32,116 31,080 32,116 31,080 32,116 32,116 31,080 32,116 31,080 32,116 372,240 340,124 9.0% 8.8%
2010 32,116 29,008 32,116 31,080 32,116 31,080 32,116 32,116 31,080 32,116 31,080 32,116 378,140 346,024 1.6 1.7
2011 32,116 29,008 32,116 31,080 32,116 31,080 32,116 32,116 31,080 32,116 31,080 32,116 378,140 346,024 0.0 0.0
2012 32,116 29,008 32,116 31,080 32,116 31,080 32,116 32,116 31,080 32,116 31,080 32,116 378,140 346,024 0.0 0.0
2013 32,116 29,008 32,116 31,080 32,116 31,080 32,116 32,116 31,080 32,116 31,080 32,116 378,140 346,024 0.0 0.0
2014 32,116 29,008 32,116 31,080 32,116 31,080 32,116 32,116 31,080 32,116 31,080 346,024 - 0.0
Avg 31,230 28,208 31,673 30,651 31,673 30,651 31,673 31,673 30,651 31,673 30,651 31,599 371,073 340,410

Year January February March April May June July August September October November December Total Year YTD Nov % Change % Change YTD
2008 14,102 14,347 18,685 19,313 21,470 20,959 20,984 18,851 18,697 20,395 16,313 12,814 216,930 204,116 - -
2009 13,658 13,522 16,087 20,730 21,587 20,689 21,795 21,398 21,090 21,960 17,474 14,285 224,275 209,990 3.4% 2.9%
2010 14,413 15,999 20,804 21,867 24,020 24,447 26,566 24,136 22,547 23,144 17,906 15,045 250,894 235,849 11.9 12.3
2011 16,396 17,163 21,437 22,253 24,917 25,395 25,240 20,608 20,997 21,913 18,442 15,243 250,004 234,761 -0.4 -0.5
2012 16,951 17,154 21,194 22,584 25,218 25,813 26,192 25,317 23,533 26,616 19,265 15,966 265,803 249,837 6.3 6.4
2013 17,659 17,008 20,519 22,253 24,778 24,543 22,941 22,796 21,274 22,056 17,415 14,826 248,068 233,242 -6.7 -6.6
2014 14,900 16,782 19,545 22,626 26,266 26,205 25,689 23,198 23,016 23,227 18,639 240,093 - 2.9
Avg 15,440 15,996 19,753 21,661 24,037 24,007 24,201 22,329 21,593 22,759 17,922 14,697 242,662 229,698

Notes:  The 100-unit Candlewood Suites Manassas opened in March 2009.

Source:  STR, Inc.

Demand

Occupancy

ADR

RevPAR

Supply
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Principal Sources of Demand:  The principal sources of demand for transient lodging 

accommodations for the defined competitive set are the commercial/government, group, leisure 

and extended stay segments.  From our analysis of the operating performance of the existing 

competitive properties, it is estimated that the total demand accommodated by these properties 

in 2014 was segmented as follows: 

 

ESTIMATED ACCOMMODATED DEMAND SEGMENTATION 
DEFINED COMPETITIVE SUPPLY 

MANASSAS AREA 
2014 

  
Demand Segmentation 

Annual Accommodated
Room-Nights 

Percent of 
Total Demand 

 

 Commercial/Government 100,900      39%  
 Group   66,700   26  
 Leisure   45,200   18  
 Extended Stay   42,800   17     

   Total 255,600    100%  

 

Seasonality of Demand:  The subject market area is moderately seasonal.  As with most 

commercial markets, December and January are the weakest months of the year due to the 

holidays.  April through October reflects the peak period from an occupancy perspective, with 

these months favorably impacted by individual leisure and tour group visitation.  The table and 

graphs below profile the trend in seasonality for the competitive set from December 2012 

through November 2014. 

 

SEASONALITY TRENDS
DEFINED COMPETITIVE SUPPLY 

MANASSAS AREA 
DECEMBER 2012 THROUGH NOVEMBER 2014 

   Occupancy Average Daily Rate  
 Month  2012/2013 2013/2014 2012/2013  2013/2014  

 December     49.7%     46.2%  $78.96  $80.61  
 January  55.0  46.4    85.74    82.98  
 February  58.6  57.9    79.77    84.92  
 March  63.9  60.9    85.12    87.03  
 April  71.6  72.8    84.58    85.13  
 May  77.2  81.8    88.03    90.98  
 June  79.0  84.3    85.78    88.97  
 July  71.4  80.0    86.29    92.90  
 August  71.0  72.2    85.90    88.82  
 September  68.4  74.1    84.59    85.02  
 October  68.7  72.3    86.16    86.49  
 November  56.0  60.0    83.27    83.16  

 Source:  STR, Inc.  
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With the exception of being somewhat lighter during the summer months and holiday periods, 

commercial/government demand is fairly consistent on a year-round basis and generally is 

concentrated on Monday through Thursday nights.  Group meeting activity is most prevalent 

during the spring and fall months, while social groups are more evenly spread throughout the 

year.  Leisure demand is strongest from the spring through fall, particularly on weekends, and 

corresponds with typical vacation practices.  By its very nature, extended stay demand is 

relatively consistent over the weekly period but has an annual seasonality pattern similar to 

commercial demand. 

 

Due to typical commercial travel patterns, the market often reaches capacity midweek.  Leisure 

activity also helps fill the market midweek during the summer and on weekends from spring 

through fall.  The following table presents the daily occupancy and ADR patterns for the three-

year period ended November 2014. 

 

OCCUPANCY AND ADR BY DAY OF THE WEEK
DEFINED COMPETITIVE SUPPLY 

MANASSAS AREA 
THREE YEARS ENDED NOVEMBER 2014 

 Day of the Week Occupancy ADR  

 Sunday    50.2% $82.50  
 Monday 69.5   87.26  
 Tuesday 78.3   89.28  
 Wednesday 78.3   88.44  
 Thursday 65.8   86.60  
 Friday 63.4   82.16  
 Saturday 69.3   82.59  

   Three-Year Average    67.8% $85.74  

 Source:  STR, Inc.  
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It is estimated that the defined market reaches capacity on 85 nights per year and 

unaccommodated demand approximates 15 to 40 percent of inventory on fill-days.  Accordingly, 

some 25,400 room-nights of unaccommodated demand were included in our analysis. 

 

Future Demand:  Future room-night demand for the commercial/government, group, leisure 

and extended stay segments was estimated based upon an analysis of key economic and 

demographic indicators.  For each segment, relevant factors were identified and weighted 

according to their relative impact on demand.  The annual growth rates estimated for each 

segment are discussed in the following paragraphs. 

 

Commercial/Government Demand:  This segment consists of demand generated by vendors, 

service representatives, corporate executives and other visitors to area businesses, industries 

and government agencies. 

 

Those commercial travelers on a per diem, such as government employees, tend to choose 

lower-priced facilities offering a good price/value relationship (and often including complimentary 

food and beverage), while business people on an expense account consider the quality of the 

accommodations to be more important than the price charged.  In general, business travelers 

pay the highest rates available in the market, although certain accounts may negotiate lower 

rates in return for a guaranteed level of demand.  In the Manassas area, the rate for 

government-related demand is constrained by the federal per diem which is $85 for fiscal 2015.  

Major commercial demand generators in the market include Lockheed Martin, Micron 

Technology, the FBI, Novant Health and Aurora Flight Sciences. 

 

Commercial/government demand levels tend to reflect trends in employment.  Employment for 

the MSA increased 1.0 percent in 2013 and was up 0.4 percent year-to-date November 2014.  It 

is forecast by Woods & Poole to grow 1.7 percent compounded annually through 2025, while 

employment in Prince William County (including Manassas and Manassas Park) is projected to 

increase 2.2 percent compounded annually.  Overall, commercial/government demand is 

anticipated to increase at a moderate pace. 

 

Group Demand:  Group demand accruing to the competitive set consists largely of weekend 

SMERF (social, military, educational, religious and fraternal) groups such as family reunions 

and weddings along with tour groups visiting Washington and youth sports teams.  It also 

includes small to mid-sized corporate groups holding meetings or conducting training.  Since 

this segment has elements of both commercial/government and leisure demand, its growth has 

been based upon the same factors influencing those segments. 

 

Leisure Demand:  The leisure demand segment consists primarily of vacationers visiting the 

Washington area for its numerous attractions as well as visitors to friends and relatives residing 

in the area, attendees of special events (such as concerts at the Jiffy Lube Live outdoor 

amphitheater near Manassas) and through travelers en route to other destinations.  As the 
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nation’s capital, Washington is among the most visited cities in the country and continually 

draws a steady base of tourist demand.  Lodging facilities in the Manassas area are highly 

appealing to these tourists as they offer proximity at a significantly lower cost.  Also, the 

Manassas National Battlefield Park is a tourist destination in its own right. 

 

According to estimates provided by the Destination DC, visitation to the city is projected to grow 

at a rate of 2.5 percent compounded annually through 2017.  Considering that these figures 

include all travelers, not just leisure, base growth within this segment has been projected to be 

more modest. 

 

Extended Stay Demand:  This segment consists of travelers staying five nights or more.  The 

vast majority of extended stay demand is garnered from three primary sources:  personnel on 

temporary assignments, employees attending training courses offered by corporate home or 

regional offices and relocations.  The local residential population can also generate a level of 

extended stay demand, such as persons displaced from their homes by a calamity or a divorce. 

 

Temporary assignment demand is composed of personnel from other areas of the country who 

have been assigned by their company to do work in a particular location for a relatively short 

period of time (e.g., one to two months).  Likewise, training demand consists of employees from 

out of town brought to a home or regional office for a one- to two-week period to learn or update 

skills used in their work.  Relocation demand consists of individuals or families which are 

moving to an area and either need to find permanent housing or are waiting for their house to 

become available.  It also includes displaced residents. 

 

Growth within this segment should approximate that of the commercial/government segment as 

discussed above. 

 

Overall Demand Growth:  The segmented growth rates and overall lodging demand growth 

anticipated for the subject lodging market area are as shown in the following table.  The higher 

rates of growth in 2017 reflect the opening of the subject which will offer an affiliation currently 

not available in the market area.  As such, it should draw a level of demand to the market by its 

presence and in-house marketing efforts. 

 

  



Mr. Patrick J. Small, CEcD  February 27, 2015 

 

29 
 

ESTIMATED ANNUAL GROWTH RATES BY SEGMENT AND TOTAL DEMAND 
DEFINED COMPETITIVE SUPPLY 

MANASSAS AREA 
2014 THROUGH 2021 

   Commercial/ 
Government 

  
Group 

  
Leisure 

  
Extended Stay 

  
Total 

 

   Percent   Percent   Percent   Percent   Percent   
 Year  Change Amount  Change Amount  Change Amount  Change Amount  Change Amount  

 2014  -  112,4001  -  71,7001  -  50,1001  -  46,8001  -  281,0001  
 2015     2.5% 115,200     2.2% 73,300     2.0% 51,100     2.5% 47,900     2.3% 287,500  
 2016  2.0 117,500  2.0 74,800  2.0 52,100  2.0 48,900  2.0 293,300  
 2017  2.4 120,300  2.4 76,600  2.1 53,200  7.1 52,400  3.1 302,500  
 2018  2.0 122,700  1.7 77,900  1.5 54,000  1.9 53,100  1.8 308,000  
 2019  1.5 124,500  1.2 78,900  1.0 54,600  1.4 54,100  1.3 312,100  
 2020  1.5 126,400  1.2 79,900  1.0 55,100  1.4 54,900  1.3 316,300  
 2021  1.5 128,300  1.2 80,900  1.0 55,700  1.4 55,700  1.3 320,600  

 1 Includes unaccommodated demand as discussed herein.  

 

Estimated Relationship of Supply to Demand:  Based on the foregoing discussion of growth 

in demand for transient lodging facilities in the market area, together with our analysis of 

existing and foreseeable supply characteristics, the following table indicates resulting market 

occupancy levels estimated for the defined competitive supply from 2014 through 2021.  We 

have “capped” market area occupancy at 71 percent despite continued demand growth.  Given 

the strength of the market and past interest from developers, we believe another supply addition 

is likely despite none being known at present.  Further, much of the demand is concentrated 

midweek when the market is already at capacity.  Although actual occupancies achieved may 

vary, 71 percent reflects a long-term average. 

 

ESTIMATED RELATIONSHIP OF SUPPLY TO DEMAND
DEFINED COMPETITIVE SUPPLY 

MANASSAS AREA 
2014 THROUGH 2021 

   Estimated Estimated Annual Estimated  
   Rooms Supply Demand in Room-Nights Market Area  
 Year  Daily Annual TotalA Accommodated  OccupancyB  

 2014   1,0361 378,140  281,000 255,600     68%  
 2015  1,036 378,140  287,500 261,600  69  
 2016  1,036 378,140  293,300 266,800  71  
 2017   1,1362 414,640  302,500 283,800  68  
 2018  1,136 414,640  308,000 289,000  70  
 2019  1,136 414,640  312,100 292,800  71  
 2020  1,136 414,640  316,300 292,800  71  
 2021  1,136 414,640  320,600 292,800  71  

 A Includes unaccommodated demand which, due to capacity constraints, is turned away from 
the market. 

 

 B Based on estimated levels of accommodated demand in the market area.  Rounded to the 
nearest whole percentage point. 

 

 1 Existing competitive supply.  

 2 First full year of operation for the subject 100-unit Home2 Suites by Hilton.  
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ESTIMATED LEVELS OF UTILIZATION 

 

Projected levels of occupancy and average daily rate for the subject hotel are discussed in 

detail in this section.  The bases of the estimates were determined through the evaluation of the 

subject property’s competitive position, future supply and demand, and fair market share 

penetration rates, which also are presented. 

 

Extended Stay Concept:  Any projection of utilization for an extended stay property requires an 

understanding of the extended stay concept and how it differs from traditional hotel segments.  

The following paragraphs present an overview of the history of the segment and insights into 

current development trends. 

 

The extended stay segment of the lodging industry in the United States dates to the mid-1970s.  

At that time, many so called extended stay hotels were in fact converted apartment complexes.  

Residence Inn and Guest Quarters were the only brands of note, and neither was widely known.  

Throughout the 1980s, the concept expanded with Residence Inn, in particular, establishing 

itself as the dominant brand.  Thus the market was essentially limited to the upper end. 

 

With the introduction of brands such as Extended Stay America, InTown Suites, Candlewood 

Suites, TownePlace Suites and Value Place, economy and mid-priced properties were at the 

forefront of growth for several years.  However, according to The Highland Group, expansion in 

the upscale segment has been on pace with the economy and mid-priced sectors combined 

over the past five years.  Overall, the number of extended stay rooms in the United States 

increased from just under 50,000 in 1995 to over 360,000 as of mid-2014.  Between mid-2013 

and mid-2014, over 9,000 new extended stay guest rooms opened and, through 2018, the 

rooms supply is expected to grow at a compound annual rate of 6.9 percent. 

 

Despite the continued growth in supply, occupancy for extended stay properties was 13.2 points 

above the industry average as of mid-2014 and up 1.8 points as compared to mid-2013.  The 

economy and upscale segments had the highest occupancy levels at 79.1 and 78.7 percent, 

respectively.  From mid-2009 through mid-2014, demand for extended stay hotels grew at a 

compound annual rate of 6.6 percent, thus enabling the maintenance of strong occupancy 

levels. 

 

From an operational and financial standpoint, extended stay hotels offer several advantages: 

 

 The longer average length of stay, which ranges from four nights at the upper end to 
over 30 nights at the economy end, ensures higher occupancy levels.  Essentially, the 
concentration of demand on Monday through Thursday nights that is characteristic of 
most commercial markets is mitigated. 
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 The limited services offered, combined with less frequent guest turnover, results in much 
lower labor costs.  Total payroll and related expenses for extended stay hotels can be up 
to 10 percentage points less than that of conventional properties. 

 
 Consumer education is a major contributor to demand for extended stay hotels.  The 

increasing awareness of the concept and its benefits is a primary reason for the 
extensive demand growth experienced over the past few years. 

 
 Extended stay properties can accommodate transient guests when necessary to 

supplement extended stay demand.  Conversely, traditional hotels are ill-suited to the 
needs of extended stay guests. 

 
 The combination of higher occupancy and lower labor costs allows extended stay 

properties to achieve gross operating profit levels far greater than those of traditional 
hotels. 

 

The outlook for the extended stay segment is relatively favorable.  Although supply growth is 

expected to continue at a prodigious pace, the rate of growth should diminish as the existing 

base inventory expands.  Concurrently, increased consumer awareness should result in strong 

demand growth.  Extended stay rooms represent less than ten percent of the nation’s hotel 

inventory, far below the percentage of guests having extended stay needs.  As a result, a 

capacity for additional absorption appears to exist. 

 

Estimated Occupancy and Market Segmentation:  Prospective levels of utilization for the 

subject hotel have been analyzed for its first five full years of operation, 2017 through 2021.  

Our quantitative analysis anticipated the hotel’s ability to capture future market area demand in 

terms of its “fair share” percentage of the competitive room supply.  Fair market share is based 

on the ratio of the hotel’s available guest rooms to the total market supply. 

 

As discussed previously, there are 1,036 rooms in the competitive market.  This number will 

increase to 1,136 in 2017 following the opening of the subject 100-unit Home2 Suites by Hilton.  

Accordingly, the subject‘s fair market share will be 8.80 percent (100 ÷ 1,136).  This fair market 

share is expected to remain constant through 2021.  The existing competitive properties’ 

estimated 2014 penetration as a percentage of fair market share and market capture 

percentage are depicted by the following graphs. 
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The proposed Home2 Suites is anticipated to achieve penetration levels well in excess of its fair 

market share in the extended stay segment, and below its fair share in the commercial/ 

government, group and leisure segments.  Its overall penetration is projected to range between 

91 and 108 percent of fair market share during the period analyzed.  These projections are 

based on the following factors: 

 

 The subject will be the closest hotel to several of the market’s largest demand 
generators (Lockheed Martin, Micron, the FBI and Aurora Flight Sciences). 

 
 The Hilton HHonors frequent traveler program is among the most popular.  This factor 

should render the subject appealing to guests who participate in such programs. 
 
 With 100 units, the subject will be one of the smallest hotels in the competitive set.  This 

low room count should enhance the property’s ability to maintain occupancy levels 
during non-peak periods. 

 
 The Home2 Suites brand has been readily accepted.  Systemwide, it achieved a 

penetration of 114 percent as compared to the nationwide lodging market in 2013. 
 
 The subject’s newness and the provision of a complimentary breakfast will render it 

highly similar to the Residence Inn but at a lower price point. 
 
 The Home2 Suites’ extended stay orientation will likely limit its penetration of the 

commercial/government, group and leisure segments. 
 
 By the time the subject opens, the existing competitors will range in age from eight to 44 

years. 
 

Based on the foregoing considerations and assuming competent management, the penetration 

rates by segment and the resulting estimated occupancy and corresponding room-nights for the 

subject were projected as shown on the following page.  The stabilized occupancy represents a 

long-term average.  Year-to-year fluctuations can be expected in actuality, and the property may 

in fact achieve occupancies and/or rates (as discussed below) higher than those depicted here 

during the five years of our analysis. 
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ESTIMATED MARKET PENETRATION, OCCUPANCY AND MARKET SEGMENTATION
PROPOSED 100-UNIT HOME2 SUITES BY HILTON

MANASSAS, VIRGINIA

2017 2018 2019 2020 2021
Commercial/Government

Market Area Accommodated Demand 111,300 113,500 115,200 115,200 115,200

Subject's Capture Percentage 5.91% 6.58% 7.24% 7.24% 7.24%

Room-Nights Captured 6,600 7,500 8,300 8,300 8,300

Penetration as a Percentage of Fair Market Share 67% 75% 82% 82% 82%

Group

Market Area Accommodated Demand 73,100 74,300 75,200 75,200 75,200

Subject's Capture Percentage 2.61% 2.96% 3.30% 3.30% 3.30%

Room-Nights Captured 1,900 2,200 2,500 2,500 2,500

Penetration as a Percentage of Fair Market Share 30% 34% 37% 37% 37%

Leisure

Market Area Accommodated Demand 50,100 50,800 51,400 51,400 51,400

Subject's Capture Percentage 6.84% 7.43% 7.90% 7.90% 7.90%

Room-Nights Captured 3,400 3,800 4,100 4,100 4,100

Penetration as a Percentage of Fair Market Share 78% 84% 90% 90% 90%

Extended Stay

Market Area Accommodated Demand 49,300 50,200 51,000 51,000 51,000

Subject's Capture Percentage 21.88% 23.83% 25.46% 25.46% 25.46%

Room-Nights Captured 10,800 12,000 13,000 13,000 13,000

Penetration as a Percentage of Fair Market Share 249% 271% 289% 289% 289%

Total

Market Area Accommodated Demand 283,800 289,000 292,800 292,800 292,800

Subject's Capture Percentage 8.00% 8.79% 9.51% 9.51% 9.51%

Room-Nights Captured 22,700 25,400 27,900 27,900 27,900

Penetration as a Percentage of Fair Market Share 91% 100% 108% 108% 108%

Market Segmentation

Commercial/Government 29.1% 29.5% 29.7% 29.7% 29.7%
Group 8.4% 8.7% 9.0% 9.0% 9.0%
Leisure 15.0% 15.0% 14.7% 14.7% 14.7%
Extended Stay 47.6% 47.2% 46.6% 46.6% 46.6%
  Total 100.0% 100.0% 100.0% 100.0% 100.0%

Projected Occupancy 62% 70% 76% 76% 76%
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Estimated Average Daily Rate:  The estimates of future average daily rate for the proposed 

Home2 Suites by Hilton are based on the following factors: 

 

 The competitive advantages and disadvantages outlined previously; 
 
 Anticipated rate structure relative to the competitive lodging supply; and  

 
 Estimated economic inflation of 3.0 percent per annum. 

 

Average daily rates for each of the competitive properties in 2014 are estimated to have been 

as follows: 

 

ESTIMATED 2014 AVERAGE DAILY RATES
DEFINED COMPETITIVE SUPPLY 

MANASSAS AREA 

  
Property 

Average 
Daily Rate 

 

 Candlewood Suites Manassas $75-$79  
 Hampton Inn Manassas 100-104  
 Comfort Suites Manassas Battlefield Park 65-69  
 Residence Inn Manassas Battlefield Park 100-104  
 Holiday Inn Manassas-Battlefield 95-99  
 Wyndham Garden Manassas 70-74  
 Courtyard Manassas Battlefield Park 90-94  
 Fairfield Inn & Suites Manassas 80-84  
 Holiday Inn Express & Suites Manassas 85-89  

   Market Average $87.00  

 

With the exception of the Candlewood Suites, the rates for the existing competitors are well 

below their systemwide averages, constrained by the market’s low government per diem.  As 

previously noted, the per diem is $85 for fiscal 2015.  This a $3 reduction from the fiscal 2014 

per diem of $88. 

 

Given its Hilton branding, the Hampton Inn is considered the best benchmark in gauging the 

potential ADR performance of the subject.  Systemwide, Home2 Suites achieved an ADR 

approximately $10 below Hampton Inn in 2013.  This would imply an ADR of $90 to $94 for the 

subject.  However, the subject will have 20 percent fewer units than the Hampton Inn 

suggesting the rate disparity may be somewhat less than the norm. 

 

In comparison to the market’s extended stay hotels, the Home2 Suites systemwide ADR was 

$25 lower than Residence Inn and $26 higher than Candlewood Suites in 2013.  Since the per 

diem is less constraining on the Candlewood Suites’ rate, these differentials suggest a broad 

range of $75 to $105 for the subject.  Though a comparison to other brands is a valid exercise 

and can provide a sound basis for gauging ADR performance, it cannot be the sole criteria.  

Property age, location, sizing and amenities also are critical factors. 
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New long-term temporary duty per diem rules that went into effect November 1, 2014 may 

impact the subject’s rate potential.  Long-term temporary duty is that longer than 30 days.  For 

travel from 31 to 180 days, the per diem is reduced to 75 percent.  For travel over 180 days, it is 

reduced to 55 percent.  Under the current per diem, these rates would be $63.75 for 31 to 180 

days and $46.75 over 180 days. 

 

Considering the foregoing and assuming competent management, the subject property’s ADR 

has been projected as depicted in the following table.  The lower rate in 2017 reflects 

discounting to induce trial. 

 

ESTIMATED AVERAGE DAILY RATE
PROPOSED 100-UNIT HOME2 SUITES BY HILTON 

2017 THROUGH 2021 

  
Year 

Constant
2014 Dollars 

Inflated 
 Dollars1 

 

 2017 $94.00 $102.75  
 2018   95.00   107.00  
 2019   95.00   110.25  
 2020   95.00   113.50  
 2021   95.00   116.75  

 1 Inflated annually at 3.0 percent and rounded to the nearest $0.25.  Inflation 
rates were based on the results of recent investor surveys. 

 

 

 

FINANCIAL PROJECTIONS 

 

Bases of Financial Projections:  Estimates of cash flow before debt service and income taxes 

have been prepared for the property’s first five years of operation, 2017 through 2021.  All 

projections and calculations were based on an analysis of the proposed facilities, operating data 

for comparable hotels, the experience of the consultants and industry statistics for similar type 

properties. 

 

In preparing the financial projections, stabilized year amounts were projected first on the bases 

presented in the following table.  The fixed and variable components of each line item were then 

estimated and the projections for the years prior to stabilization were prepared.  The fixed and 

variable components presented in the table were based on industry standards and the 

consultants’ experience. 
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BASES OF PROJECTIONS AND FIXED AND VARIABLE COMPONENT PERCENTAGES 

 Line Item Basis Fixed Variable  

 Rentals & Other Income (Net) $0.25/occupied room        5%      95%  
 Rooms Payroll $11.50/occupied room   70   30  
 Rooms Other Expense $8.25/occupied room   35   65  
 Administrative & General $2,100/available room   75   25  
 Management Fees 4.0% of total revenues     0 100  
 Franchise Fees 8.0% of guest room revenues     0 100  
 Marketing $1,100/available room   75   25  
 Utility Costs $4.00/occupied room   65   35  
 Property Operations & Maintenance $1,250/available room   75   25  
 Property Taxes $161,000 annually 100     0  
 Insurance $250/available room 100     0  
 Replacement Reserve 4.0% of total revenues     0 100  

 

Each line item was evaluated on the most appropriate basis for that particular revenue or 

expense.  For example, rooms department payroll was projected on a “per occupied room” 

basis versus a percentage basis since increases in average daily rate do not result in 

corresponding increases in payroll.  The following notes explain the basis and assumptions 

used in each line item of the financial projections which, unless otherwise noted, were prepared 

based on the above listed factors. 

 

Prospective revenues and expenses were first prepared and expressed in constant 2014 

dollars.  These amounts were then inflated at 3.0 percent annually and rounded to the nearest 

thousand dollars.  The 3.0 percent inflation rate was selected based upon the results of recent 

investor survey.  Statements were then prepared in inflated dollars (Exhibits I and I-A).  If higher 

or lower inflation rates are experienced, these statements would thus be affected and a revision 

would be appropriate. 

 

All account classifications generally conform to the definitions prescribed in the Uniform System 

of Accounts for the Lodging Industry.  All percentage relationships presented in the following 

pages were computed on the basis of the financial projections expressed in 2014 dollars.  All 

dollar amounts are expressed in 2014 dollars unless otherwise noted. 

 

Notes to Financial Projections: 

 

Revenues: 

 

Room revenue is a factor of occupancy and average daily rate, both of which are driven by the 

competitive market environment, as discussed in the Estimated Levels of Utilization section of 

this report. 

 

Rentals and other income is usually presented net of expenses and includes miscellaneous 

items such as vending machines, newspapers, etc.  In this case it also includes net income from 
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telephone operations, the sundry shop and the guest laundry.  Rentals and other income has 

been projected to stabilize at $0.25 per occupied room. 

 

Based on the foregoing, total revenues are projected at $94.25 per occupied room in 2017, 

increasing to and stabilizing at $95.25 per occupied room in 2018. 

 

Departmental Expenses: 

 

Rooms payroll includes regular pay, overtime pay, vacation pay, severance pay, incentive pay, 

holiday pay and bonuses for employees of the rooms department.  Employee benefits such as 

payroll taxes, payroll-related insurance expense, pension and other related expenses are also 

included in rooms payroll.  Specifically, rooms department personnel include the following as 

appropriate: 

 
Rooms division manager 
Front office: 
  Front office manager 
  Room clerks 

  Night clerks 
Housekeeping: 
  Housekeeper and assistants 

 

Rooms payroll has been projected to stabilize at $11.50 per occupied room. 

 

Rooms other expenses include commissions, contract cleaning, guest transportation, laundry/ 

dry cleaning, linen, operating supplies, uniforms and miscellaneous other expenses of the 

rooms department.  Complimentary services such as breakfast or cocktails also are included 

here.  Rooms other expenses are estimated to stabilize at $8.25 per occupied room. 

 

Total rooms department expenses are projected to stabilize at $19.75 per occupied room. 

 

Undistributed Operating Expenses: 

 

Administrative and general (A&G) expenses tend to be a “catch-all” for items not easily 

classified.  In theory, these expenses should benefit the entire property.  Salaries and wages 

are a significant component of A&G and include the general manager, resident manager, 

manager’s office personnel, night auditors, receiving clerks, timekeepers and personnel in the 

accounting, human resources, data processing and transportation departments.  Other typical 

expenses classified as A&G include the following: 

 
Credit card commissions 
Data processing services 
Dues and subscriptions 
Human resources (training, relocating, etc.) 
Operating supplies 
Postage and delivery charges 

Contributions 
Professional fees 
Provision for doubtful accounts 
Travel and entertainment 
Cash overages and shortages 
Other expenses not classified elsewhere 

 

Administrative and general expenses are projected to stabilize at $2,100 per available room. 
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Management fees reflect the cost of management services and supervision of the property.  

Competition for management contracts has increased in recent years.  As a result, fees charged 

have declined.  Management fees usually include both base and incentive components with 

base fees calculated on total revenue and the incentive fee calculated as a percentage of profit.  

Recent trends have been towards lower base fees and greater incentive fees.  Regardless of 

the fee structure employed, the total fees paid typically range between two and five percent of 

total revenues.  Management fees are 100 percent variable and have been projected at 4.0 

percent of total revenues. 

 

Franchise fees include royalties and national advertising/marketing assessments paid to the 

franchisor.  In the case of Hilton brands, it also includes reservations.  These fees are 100 

percent variable and have been projected at 8.0 percent of guest room revenues throughout the 

period analyzed based on the current fees charged by Hilton Hotels for a Home2 Suites 

franchise. 

 

Marketing expenses consists of four categories:  sales, reservations, advertising/ 

merchandising, and fees/commissions.  With respect to sales and reservations, wages and 

benefits are a significant expense.  Marketing expense varies widely depending upon property 

type.  In a convention-oriented hotel, sales salaries may contribute the bulk of expenditures.  

These expenses have been projected to stabilize at $1,100 per available room. 

 

Utility costs include electricity, gas, oil, coal, steam, water and sewage.  Particular attention is 

given to local utility charges when projecting this item.  The fixed portion of utility costs is based 

upon the amount of public space in a property.  Hotels with extensive meeting space and 

numerous food and beverage outlets tend to have a higher fixed percentage than rooms only 

properties.  This line item has been projected to stabilize at $4.00 per occupied room. 

 

Property operation and maintenance (POM) expenses include wages and benefits for 

maintenance personnel, building supplies, electrical and mechanical equipment, engineering 

supplies, grounds and landscaping, operating supplies, waste removal, swimming pool 

maintenance and uniforms.  Also included is the cost of materials and labor relating to painting, 

decorating and repairing furniture, fixtures and equipment (FF&E).  The replacement of FF&E is 

not included.  POM expenses are projected to stabilize at $1,250 per available room.  Since the 

hotel is new at the beginning of the projection period, these expenses are expected to be lower 

in the first two years of operation. 

 

Fixed Charges: 

 

Property taxes are estimated to be approximately $161,000 annually throughout the period 

analyzed based on the assessments of other hotels located in Manassas. 
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Insurance includes the cost of insuring the buildings and contents against damage or 

destruction by fire, weather, or other causes as well as general liability insurance.  Insurance 

has been estimated at $250 per available room. 

 

Reserve for replacement of fixed assets represents an amount set aside each year in 

anticipation of needed capital improvements.  This line item is almost always calculated as a 

percentage of total revenue and is usually set forth in management contracts.  Most properties 

reserve anywhere from three to five percent of revenues.  The amount is often lower in the early 

years of operation, increasing thereafter as the property ages.  Reserve for replacement of fixed 

assets has been projected at 2.0 percent of total revenues in the first year of the projection 

period, 3.0 percent in the second year and 4.0 percent thereafter based on industry norms. 

 

Investment Summary:  Based on the foregoing, we have prepared an investment summary as 

presented as Exhibit II reflecting hypothetical return levels given certain investment parameters.  

The following assumptions were employed: 

 

INVESTMENT SUMMARY ASSUMPTIONS 

 Assumption Amount  

 Project costs $11,000,000  
 Interest rate 5.50 percent per annum  
 Terminal capitalization rate 9.25 percent  
 Sales costs 2.0 percent  
 Amortization period (monthly payments) 20 years  
 Debt ratio 70 percent  

 

As depicted by the investment summary, the project would generate an unleveraged internal 

rate of return of 11.55 percent and a leveraged IRR of 19.59 percent.  These return levels are 

considered sufficient to attract a qualified developer.  Based on our most recent investor survey, 

and our observation of other development projects, an unleveraged IRR of 10.00 to 12.00 

percent and a leveraged IRR of 15.00 to 20.00 percent would likely be required. 

 

We have also prepared a discounted cash flow analysis (Exhibit III).  As depicted, the projected 

cash flows support development costs of $11,200,000, or $112,000 per room.  Total 

development costs for a Home2 Suites by Hilton, including land, are likely to approximate 

$110,000 per key. 

 

Obviously, these returns will vary depending upon the actual project costs and debt terms.  

Nonetheless, returns of this magnitude should be sufficient to meet the yield requirements of 

many hotel investors. 
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TERMS AND CONDITIONS 

 

The projections of occupancy, average daily rate and cash flow presented in this report are 

based on estimates, assumptions and other information developed from research of the market 

as of February 25, 2015, knowledge of the industry and other factors including certain 

information provided by you.  Some assumptions inevitably will not materialize, and 

unanticipated events and circumstances may occur; therefore, actual results achieved during 

the period covered by our analysis may vary from the estimates, and these variations may be 

material.  Further, the performance estimates assume the hotel will be professionally and 

effectively managed. 

 

PKF Consulting USA will make no representations or warranty as to the accuracy or 

completeness of the information contained within this report, including any estimates, and shall 

have no liability for any representations (expressed or implied) contained herein.  This report is 

intended for your internal information and for your use in attracting a developer to the project.  

Otherwise, neither our report, nor any reference to our firm, may be included or quoted in any 

offering circular or registration statement, prospectus, sales brochure or appraisal. 

 

♦ ♦ ♦ ♦ ♦ ♦ ♦ 

 

We appreciate your consideration of PKF Consulting USA for professional services.  Please 

contact us should you have any questions regarding this report. 

 

Sincerely, 

 

PKF Consulting USA 
A Subsidiary of CBRE, Inc. 
 

 

 

 

 

JLB/slf (60396) 



EXHIBIT I

PROPOSED 100-UNIT HOME2 SUITES BY HILTON
MANASSAS, VIRGINIA

PROJECTED CASH FLOW FROM OPERATIONS BEFORE
DEBT SERVICE AND INCOME TAXES

EXPRESSED IN THOUSANDS OF INFLATED DOLLARS
2017 THROUGH 2021

2017 2018 2019 2020 2021
Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent

 Revenues:
    Rooms $2,325 99.7% $2,734 99.7% $3,058 99.7% $3,148 99.7% $3,239 99.7%
    Rentals and Other Income (Net) 6 0.3 7 0.3 8 0.3 8 0.3 9 0.3

        2,331 100.0 2,741 100.0 3,066 100.0 3,157 100.0 3,247 100.0

 Departmental Expenses:
    Rooms 549 23.6 595 21.8 635 20.8 654 20.8 674 20.8

 Gross Operating Income 1,782 76.4 2,146 78.3 2,431 79.3 2,503 79.3 2,573 79.2

 Undistributed Operating Expenses:
    Administrative and General 218 9.4 232 8.5 243 7.9 251 7.9 258 8.0
    Management Fees 93 4.0 110 4.0 123 4.0 126 4.0 130 4.0
    Franchise Fees 186 8.0 219 8.0 245 8.0 252 8.0 259 8.0
    Marketing 114 4.9 121 4.4 128 4.2 131 4.2 135 4.2
    Utility Costs 113 4.9 121 4.4 129 4.2 132 4.2 136 4.2
    Property Operation and Maintenance 109 4.7 127 4.6 145 4.7 149 4.7 154 4.7

835 35.8 929 33.9 1,012 33.0 1,042 33.0 1,073 33.0

 Cash Flow From Operations Before
  Fixed Charges 947 40.6 1,217 44.4 1,419 46.3 1,461 46.3 1,501 46.2

 Fixed Charges:
    Property Taxes 176 7.6 181 6.6 187 6.1 192 6.1 198 6.1
    Insurance 27 1.2 28 1.0 29 0.9 30 0.9 31 0.9

203 8.7 209 7.6 216 7.0 222 7.0 229 7.0

 Cash Flow From Operations Before
  Reserve For Replacement of 
  Fixed Assets 744 31.9 1,007 36.7 1,204 39.3 1,238 39.2 1,272 39.2

 Reserve For Replacement of Fixed Assets 47 2.0 82 3.0 123 4.0 126 4.0 130 4.0

 Cash Flow From Operations Before
  Debt Service and Income Taxes $697 29.9% $925 33.7% $1,081 35.3% $1,112 35.2% $1,142 35.2%

 Statistics:
    Number of Rooms 100 100 100 100 100
    Percentage of Occupancy 62% 70% 76% 76% 76%
    Average Daily Rate $102.75 $107.00 $110.25 $113.50 $116.75

 Notes:
    - Percentages of departmental expenses are to departmental revenue; all other percentages are to total revenue
    - Totals may not add due to rounding.



EXHIBIT I-A

PROPOSED 100-UNIT HOME2 SUITES BY HILTON
MANASSAS, VIRGINIA

PROJECTED ROOMS DEPARTMENTAL INCOME
EXPRESSED IN THOUSANDS OF INFLATED DOLLARS

2017 THROUGH 2021

2017 2018 2019 2020 2021
Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent

 Rooms Department:
    Room Revenue $2,325 100.0% $2,734 100.0% $3,058 100.0% $3,148 100.0% $3,239 100.0%
    Payroll and Related Expenses 329 14.2 351 12.8 370 12.1 381 12.1 392 12.1
    Other Expenses 220 9.5 244 8.9 265 8.7 273 8.7 281 8.7

    Departmental Income $1,776 76.4% $2,139 78.2% $2,423 79.2% $2,494 79.2% $2,565 79.2%

 Notes:
    - Percentages of departmental expenses are to departmental revenue
    - Totals may not add due to rounding.



EXHIBIT II

INVESTMENT SUMMARY
PROPOSED 100-UNIT HOME2 SUITES BY HILTON

MANASSAS, VIRGINIA

Assumptions:
Loan Amortization Period (months): 240 Equity Amount: $3,300,000
Interest Rate (monthly): 0.46% Debt Amount: $7,700,000
Cost per Room: $110,000 Monthly Payment: $52,967
Rooms: 100 Terminal Capitalization Rate: 9.25%
Total Costs: $11,000,000 Sales Costs: 2.00%
Equity Percent: 30%
Debt Percent: 70%

One Two Three Four Five Six Seven Eight Nine Ten
Cash Flow Before Debt Service $697,000 $925,000 $1,081,000 $1,112,000 $1,142,000 $1,176,000 $1,215,000 $1,252,000 $1,287,000 $1,327,000

Annual Debt Service (monthly amortization) 635,608 635,608 635,608 635,608 635,608 635,608 635,608 635,608 635,608 635,608

Cash Flow After Debt Service 61,392 289,392 445,392 476,392 506,392 540,392 579,392 616,392 651,392 691,392

Cash On Cash Return 1.86% 8.77% 13.50% 14.44% 15.35% 16.38% 17.56% 18.68% 19.74% 20.95%

Unleveraged Internal Rate Of Return n/a 9.29% 10.22% 10.64% 10.94% 11.18% 11.32% 11.41% 11.49% 11.55%

Leveraged Internal Rate Of Return n/a 17.57% 19.64% 20.17% 20.36% 20.41% 20.26% 20.02% 19.82% 19.59%

Debt Service Coverage 1.10 1.46 1.70 1.75 1.80 1.85 1.91 1.97 2.02 2.09

Note:  The foregoing is based upon market, financial and costs assumptions that may differ materially from actual circumstances.  Accordingly, these projections should
            not be construed as results which will actually be achieved.



EXHIBIT III

DISCOUNTED CASH FLOW ANALYSIS
PROPOSED 100-UNIT HOME2 SUITES BY HILTON

MANASSAS, VIRGINIA

A)  Present Value of Annual Cash Flows:

Cash Flow
 Available For Present Value 

Debt Service and Factor @
Year Income Taxes 11.25% Present Value

2017 $697,000 0.8989 $627,000
2018 925,000 0.8080 747,000
2019 1,081,000 0.7263 785,000
2020 1,112,000 0.6528 726,000
2021 1,142,000 0.5868 670,000
2022 1,176,000 0.5275 620,000
2023 1,215,000 0.4741 576,000
2024 1,252,000 0.4262 534,000
2025 1,287,000 0.3831 493,000
2026 1,327,000 0.3443 457,000

6,235,000

B)  Present Value of Reversion:

2027 cash flow of: $1,366,000
capitalized at 9.25% $14,768,000

      Less 2% sales costs 295,000

      Net reversionary value 14,473,000

      X Present value factor 0.3443

      Present Value of Reversion 4,983,000

      Supported Development Costs $11,218,000
      Rounded $11,200,000

      Per Room $112,000


