FAIRLEIGH DICKINSON UNIVERISY – ISHRTM

New Venture Management in the Hospitality Industry

CASE STUDY #1

The Sunbay Motel & Cottages

East Hampton, New York
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Case Study Challenge

The owner, Mr. John Papas, 70, is looking to retire and cash out of the hotel business. He approached your Company to sell the Sunbay Motel & Cottage and a house adjacent to the property. His asking price is $5,000,000.
Description:

The Sunbay Motel & Cottages is located just a mile from the Village of East Hampton and the beaches. The property has 22 rooms and 6 cottages. The current owner is also in the process of completing 4 more cottages. He needs additional $500,000 to complete. 

The Daily Rates for off-season range between $90-$129 and during the season between $100-149 (see Rate Schedule below)

The Sunbay is located on Montauk Highway. The Sunbay is approximately 2 ½ hours (103 miles) from New York City by car or bus. 

Property Description:

Studio Rooms:

There are a total of eleven studio rooms of which nine come with one queen size bed and two of them have two twin beds. All studio rooms come standard with colored cable TV, small refrigerators, a/c and heating.

Room Suites:

The hotel has a total of five two-room suites, which consist of a bedroom and a living room space separated by a wall. Three of the suites have one queen-sized bed and the other two have two twin beds in the bedroom. The living room has a kitchenette and a queen pull out sofa bed and colored cable TV.

Jacuzzi Suite:

There are total of six Jacuzzi suites with king size beds. These suites have a living room space with a queen pull out sofa bed, but there is no wall in between the bedroom and living room (one large open space). The Jacuzzi tub is located in the bathroom. These suites also come standard with color cable TV and small refrigerators.

Cottages

Sunbay’s six cottages are located in a separate building from the main property. Five of these cottages have a bedroom living room split with either a queen or full sized bed in the bedroom and a queen pull out sofa bed in the living room. The living room also has a full kitchen. Each of the cottages leads out onto a private sun deck. The sixth cottage is the hotel’s Jacuzzi cottage that has all the characteristics of the other cottages with the addition of a large Jacuzzi tub in the bathroom and a fireplace in the living room.

Market/ Competition info:

http://www.tripadvisor.com/Hotels-g47629-East_Hampton_Long_Island_New_York-Hotels.html
2012 Rate Schedule
	

Off Season:

01/02 - 04/29
and
11/01 - 12/31
	 
WEEKDAY DAILY
WEEKEND DAILY
MID-WEEK SPECIAL
WEEKLY
MONTHLY
Studio Room
89
99
N/A
450
900
2-Room Suite
99
109
N/A
510
1020
Jacuzzi Suite
109
119
N/A
540
1150
Cottage
119
129
N/A
620
1280
Jacuzzi Cottage
139
149
N/A
690
N/A


	Mid Season:

04/30 - 05/27
and
09/07 - 10/31
	Studio Room
108
118/148
N/A
550
1140
2-Room Suite
118
128/158
N/A
610
1260
Jacuzzi Suite
128
138/168
N/A
690
1390
Cottage
138
148/178
N/A
720
1510
Jacuzzi Cottage
158
168/188
N/A
820
N/A


	In Season:

06/01 - 06/13
and
06/22 - 06/30
	Studio Room
130
150
450
860
2900
2-Room Suite
150
170
540
990
3400
Jacuzzi Suite
170
190
620
1120
4000
Cottage
190
210
690
1270
4500
Jacuzzi Cottage
210
230
780
1390
N/A


	Peak Season:

05/28 - 05/31
and
07/01 - 09/06
	Studio Room
189
239
696
1190
4300
2-Room Suite
219
269
816
1400
4900
Jacuzzi Suite
249
299
936
1610
5500
Cottage
269
319
1016
1750
6100
Jacuzzi Cottage
299
349
1136
1960
6700



	
	
	2009
	 
	 
	2010
	 
	 
	2011
	 

	Revenues
	
	     421,000 
	
	
	  480,000 
	
	
	 515,000 
	

	  Revenue
	
	
	
	
	14.0%
	
	
	7.3%
	

	
	
	
	
	
	
	
	
	
	

	Operating Expenses
	
	
	
	
	
	
	
	
	

	Advertising
	
	8,415
	2.00%
	
	5,884
	1.23%
	
	874
	0.17%

	Cleaning & Maintenance
	
	7,365
	1.75%
	
	4,931
	1.03%
	
	660
	0.13%

	Insurance
	
	12,268
	2.91%
	
	2,571
	0.54%
	
	1,561
	0.30%

	Professional Fees
	
	19,661
	4.67%
	
	15,621
	3.25%
	
	8,142
	1.58%

	Repairs
	
	12,583
	2.99%
	
	8,828
	1.84%
	
	7,868
	1.53%

	Utilities
	
	4,624
	1.10%
	
	7,774
	1.62%
	
	2,880
	0.56%

	Sypplies
	
	2,079
	0.49%
	
	1,164
	0.24%
	
	1,457
	0.28%

	Telephone
	
	1,727
	0.41%
	
	1,956
	0.41%
	
	990
	0.19%

	Motel Expenses
	
	11,435
	2.72%
	
	16,337
	3.40%
	
	6,170
	1.20%

	Pool Expenses
	
	807
	0.19%
	
	654
	0.14%
	
	508
	0.10%

	Landscaping
	
	1,169
	0.28%
	
	1,114
	0.23%
	
	1,255
	0.24%

	Cable
	
	908
	0.22%
	
	1,335
	0.28%
	
	1,365
	0.27%

	Permits & Licenses
	
	764
	0.18%
	
	1,132
	0.24%
	
	785
	0.15%

	Misc. Expenses & Bank Charges
	
	6,467
	1.54%
	
	4,767
	0.99%
	
	908
	0.18%

	  Total Operating Expenses
	
	90,272
	11.20%
	
	81,135
	10.10%
	
	35,423
	4.40%

	
	
	
	
	
	
	
	
	
	

	EBITDA
	
	330,728
	
	
	398,865
	
	
	479,577
	

	  EBITDA Margin
	
	78.6%
	
	
	83.1%
	
	
	93.1%
	

	
	
	
	
	
	
	
	
	
	

	Other Cash Flow Items:
	
	
	
	
	
	
	
	
	

	  Capital Expenditures
	
	      20,000 
	4.8%
	
	   18,000 
	4.3%
	
	   15,000 
	3.6%

	
	
	
	
	
	
	
	
	
	

	Equity Cash Flows
	
	     310,728 
	 
	 
	  380,865 
	 
	 
	 464,577 
	 


Detailed Description of the Assets
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Room 

Number

Type

Square 

Footage

101

Studio

               270 

102

2 Room Suite

               350 

103

Studio

               270 

104

Studio

               270 

105

Studio

               270 

106

Studio

               270 

107

Studio

               270 

108

Studio

               270 

109

Studio

               270 

110

Studio

               270 

111

2 Room Suite

               350 

112

Studio

               270 

114

2 Room Suite

               350 

115

Jacuzzi Suite

               350 

116

2 Room Suite

               350 

117

Jacuzzi Suite

               350 

118

2 Room Suite

               350 

119

Jacuzzi Suite

               350 

120

Jacuzzi Suite

               350 

121

Jacuzzi Suite

               350 

122

Jacuzzi Suite

               350 

123

Studio

               200 

Total Rooms

                 22 

Total Square  Feet

            6,750 

  Room / Sq ft

307

                 

 

Queen Bed, microwave, fridge, TV, closet, café table and chairs

Queen Bed, fridge, 2 drawer dresser, café table with chairs, closet, TV

2 Twin Beds, closet, microwave, fridge, café table and 2 chairs

Queen Bed, fridge, microwave, closet, 2 drawer dresser, TV, café table with 2 chairs

Inventory

2 Twin Beds, Kitchenette with Oven, 2 drawer dressers, café table with 2 chairs, TV, closet

Queen Bed, Sofa Bed, Large closet, fridge, microwave, 2 chairs, table , TV

Queen Bed, microwave, small fridge, 2 drawer dresser, café table with 2 chairs, closet, TV

Queen Bed, closet, fridge, microwave, 2 door dressers, TV, closet, café table and 2 chairs

Queen Bed, fridge, microwave, closet, TV

Queen Bed, fridge, closet, TV, 2 drawer dresser, café table and 2 chairs

2 Twin Beds, 1 Sofa Bed, kitchenette, fridge, small dresser, closet, TV

Queen Bed, fridge, closet, TV, 2 drawer dresser, café table and 2 chairs

Queen Bed, Sofa Bed, closet, TV and Fridge

King Size Bed, Small Jacuzzi Tub, Desk dresser, closet, TV, microwave, fridge, sofa bed

2 Twin beds, sofa bed, small dresser, kitchenette, fridge, closet, TV

King Size Bed, Small Jacuzzi Tub, microwave, fridge, closet, 2 drawer dresser, TV

Queen Bed, Sofa bed, microwave, kitchenette, small dresser, fridge, closet, TV

King Size bed, Sofa bed, Large Jacuzzi Tub, microwave, fridge, closet 2 drawer dresser

King size bed, sofa bed, Large Jacuzzi tub, 2 drawer dresser, microwave, fridge, closet, TV

King Size bed, Sofa bed, Large Jacuzzi Tub, microwave, fridge, closet 2 drawer dresser

King size bed, sofa bed, small Jacuzzi tub, microwave, fridge, TV, closet

Queen size, microwave, fridge, TV, closet
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Old Cottage 

Number

Square 

Footage

1

               620 

2

               550 

3

               675 

4

               640 

5

               640 

6

               510 

Total Cottages

                   6 

Total Square  Feet

            3,635 

  Room / Sq ft

606

                 

 

New 

Cottages 

 Square 

Footage 

1

                  490 

2

                  490 

3

                  490 

4

400

Total Cottages

                   4 

Total Square  Feet

            1,870 

  Room / Sq ft

468

                 

 

Inventory

Queen Size bed, sofa bed, private fenced patio, kitchen, fridge, TV, closet

Queen Size bed, sofa bed, microwave, stove with oven, full size fridge, TV, private deck

Queen Bed, Sofa Bed, TV, full size fridge, kitchen with stove and oven, 2 drawer dresser, 2 closets

Queen Bed, Sofa bed, small fridge, private deck, 2 closets, TV

Queen Bed, sofa bed, full size fridge, private patio, closet, TV

Queen Bed, sofa bed, café table and chairs, fire place, full size fridge, Private yard microwave, TV.

Queen Size bed, sofa bed, private deck, kitchen, fridge, TV, closet

Queen Size bed, sofa bed, microwave, stove with oven, full size fridge, TV, private deck

Inventory

Queen Bed, Sofa Bed, TV, full size fridge, kitchen with stove and oven, 2 drawer dresser, 2 closets, 

private deck

Bath House
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Lower Level: (Kitchen, Living Room, Bathroom)

780

                 

 

Upper Level: (3 bedrooms, 2 bathrooms)

760

                 

 

Total

1,540
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