
          

 

 

 

Market Feasibility Study 

 

Proposed Boutique Hotel 

 

Crescent City, Florida 

 
 
 
 
 
 

Prepared By: 

Jan L. Nichols, CHA, Pres. 
Nichols Hospitality Consulting, Inc. 
1954 Hillcrest Oak Dr 
DeLand, Florida  32720 

 

Prepared For: 

Mr. Patrick Kennedy, City Manager 
City of Crescent City 
3 N. Summit Street 
Crescent City, FL  32112 

 
 
 
October 1, 2019 

Nichols Hospitality Consulting, Inc. 



 

 

 

 

 

 

 

 

 

 

 

October 1, 2019 

 

 

Mr. Patrick Kennedy, City Manager 

City of Crescent City 
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Crescent City, FL  32112 

 

 

 Re:  Proposed Boutique Hotel 

         Crescent City, FL  

    

   

 

 

Dear Patrick: 

Pursuant to your request, I herewith submit a market feasibility study with a 

forecast of operating income pertaining to the above-captioned property. I 

have inspected the site and analyzed the hotel market conditions in the 

market area.   

I hereby certify that I have no undisclosed interest in the property, and my 

employment and compensation are not contingent upon these findings. 

This study is subject to the comments made throughout this report and to 

all assumptions and limiting conditions set forth herein.  

It has been a pleasure to assist you on this assignment. 

 Sincerely, 

 

 

 

 Jan L. Nichols, CHA 

 President 

  

 

1954 Hillcrest Oak Dr 
DeLand, Florida 32720 
Cell: 407-748-0875 
jan@nicholsconsulting.biz 
 
Jan L. Nichols, CHA 
President 
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1. Executive Summary  

Identification of the Subject Property 

The subject of this report is a proposed +40-room, independent boutique hotel. The +2.16-acre 
hotel site (“the Subject”), with frontage on Summit Street (US Hwy 17) and Central Avenue, is 
located within the Community Redevelopment Area (CRA) in downtown Crescent City, Putnam 
County, Florida. The address is 301 Central Avenue, Crescent City, Florida 32112. The Subject 
is described in Section Three of this report. 

Market Area Summary 

The greater market area is defined as Putnam County. The direct market area is defined as the 
Palatka/Crescent City Micropolitan Statistical Area. Putnam County has a population of about 
79,000 in 2019; nearly 39% of this population is 55 years of age and older. Population is 
growing at the rate of 0.5% per year, with population estimated to reach about 81,000 in 2024, 
and seniors are projected to reflect 40% of the total. 

Crescent City is a small town nestled between two beautiful 

lakes in rural Putnam County, approximately 28 miles north of 

Deland and 23 miles south of Palatka. Crescent City is known 

as the “Bass Capital of the World” and offers outstanding 

recreational fishing. It is also a proud “Tree City USA” with 

canopies of live oaks and Spanish moss evoking Olde Florida 

charm and nostalgia. The city of Crescent City is the second 

most populous city after Palatka, with about 1,555 residents. 

Crescent City was founded in 1876. It was marketed as a semi-

tropical location for winter residents to wealthy Northerners. By 1877, a dozen families had 

settled there and daily steamship service was established between 

Crescent City and Jacksonville. Prior to the 1870s, agriculture and 

livestock were the two major industries, but newly established 

orange groves helped establish a thriving citrus industry. However, 

the “Great Freeze” of 1894-95 devastated both the groves and the 

City’s population, from 554 people to 352 at the turn of the century. 

By 1909 the citrus industry began to prosper again, and by 1915 

there were some 90 growers shipping fruit from packing houses in 

Crescent City.  

However, disaster struck again in the form of the Mediterranean fruit fly which decimated the 

local citrus industry, followed by the real estate bust that occurred throughout the entire state in 
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the late 1920s. The citrus industry continued to a lesser degree until a major freeze in the 1980s 

and has ceased to exist. Ferns for the ornamental flower industry are now the major agricultural 

crop in the area.  

Today, the area is home to a growing number of retirees, artists, and small businesses. Its 

downtown historic district contains more than two dozen historic buildings, highlighted on a 

Historic Walking Tour Guide. There are several restaurants, including the popular Three 

Bananas waterfront restaurant on Lake Crescent, whose success highlights the popularity of 

Crescent City as a destination for a variety of leisure travelers who are potential lodging guests, 

including senior adventure/history travelers, fisherman, nature/hiking/kayaking adventurers, 

special event attendees, and group/family events.  

The Crescent City Community Redevelopment Area (CRA) was established in 1995 and 

updated in 2018 pursuant to the State of Florida’s Community Redevelopment Act, which 

enables the City Commission, acting as the Community Redevelopment Agency, to make public 

improvements that will encourage private investment and facilitate neighborhood revitalization.  

The City’s vision for the downtown CRA District is to create a more vibrant, livable, walkable and 

workable downtown supporting a diverse mix of uses that recognize the historic, rural character 

of the community, creating both entrepreneurial and employment opportunities.  

In 2011, the City retained Real Estate Research Consultants and the University of Florida, 

College of Architecture to develop a vision for redevelopment of the Subject and the downtown 

CRA, recognizing the City’s key assets as the “4 A’s” – Aquatics (situated between two lakes), 

Architecture (more than 2 dozen historic buildings), Arts (artists’ presence in the area is 

growing), and Antiques (several antique shops and/or museums). 

Building on the visioning process, the CRA has focused on several areas for improvement: 

Marina Development: The City owns Margary Neal Nelson Sunrise Park on Crescent Lake, 

with a boat ramp and boat trailer parking, and completed a $375,000 improvement to the 

shoreline and pier with boat slips in 2019. Additional plans call for the incorporation of a 

pedestrian experience through a boardwalk, a “lookout” on Crescent Lake in the marina area, 

and restoring the old jail and water wheel station as an historic trail for visitors and residents to 

enjoy. Future planned improvements include a support building with restrooms, bait and tackle, 

fuel and marine supplies, along with pedestrian connections to Central Avenue.  

Historic Based Tourism:  The CRA has identified public assets suitable for developing historic-

based tourism opportunities and improved connections between the water and the business 

district. The CRA recently produced a glossy brochure, “Crescent City Historic Walking Tour 

Guide”, funded by the Putnam County Tourist Development Council. It promotes the more than 

two dozen historic homes, churches, and commercial buildings from the 1870s through the 

1920s. The City also participates in Putnam County’s promotion of the world famous naturalist 

William Bartram’s travels through Florida along the St Johns River in 1765 and 1774. The 
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County publishes and distributes maps and literature promoting “Bartram Trail in Putnam 

County” with hiking, biking, and paddling routes that include Crescent City. 

Anecdotal evidence from area merchants, visitor counts at several festivals and events, actual 

occupied room nights and restaurant patron counts obtained by the consultant suggest that over 

200,000 visitors annually explore Crescent City as ‘day-trippers’ and some could be converted 

to overnight hotel guests if appealing accommodations were available. FDOT reports an 

average daily traffic count of 9,900 vehicles in Crescent City, which reflects an annual total of 

3.6 million vehicles. An unknown portion of the total traffic reflects leisure travelers; 200,000 

reflects about 5.6% of the total traffic. This is a small percentage of the mostly through-traffic 

utilizing 17 as the primary north-south artery in Putnam County, which provides access to the 

only county access to crossing the St. Johns River, in Palatka.  

According to Three Bananas Restaurant owner Pam Calder, during 309 days of operation from 

July 2018 to July 2019, a very high volume of guests (actual numbers were shared with the 

consultant, but Ms. Calder wishes to keep them private) walked through the door of her 

establishment, with over 99% from out-of-town (Crescent City’s population is only 1,550). During 

Daytona’s Bike Week in March 2019 (with a total of 500,000 attendees), Ms. Calder stated that 

bikers attending the 10-day Daytona event filled her restaurant on a daily basis; in April the 

Catfish Festival brought thousands of people to the area and filled her restaurant; Daytona’s 

Biketoberfest in October (with a total of 100,000 attendees) drew hundreds of patrons each day 

over 5 days; in November and December fishing groups brought 75 to 150 guests per each 

fishing tournament. Ms. Calder reports that on weekends she usually has anywhere from 5 to 20 

diners asking where to stay the night in Crescent City, either on a current trip or planning to 

come back again. 

Summary of Putnam County Tourism Trends 

Putnam County attributes 13.2% of its total jobs to the leisure & Hospitality Industry, a higher 

percentage than most FL counties, but well below the top tourist markets in Florida. Of the 

state’s 1.2 million leisure & hospitality employees, about 1,700 are in Putnam County. Tourism 

is Florida’s 5th largest industry, attracting over 126 million visitors in 2018. Putnam County does 

not track attendance at all of its many festivals, events, and tournaments held throughout the 

year, but hotels report increased occupancy in 2019, and the four primary hotels in Palatka 

accommodated over 70,000 room nights in 2018, increasing to an estimated 84,000 by year end 

2019. The Palatka Blue Crab Festival in May 2019 attracted more than 75,000 people during 

the three-day event, according to its organizers, the Palatka Young Professionals. It is likely that 

Putnam County attracts hundreds of thousands of visitors annually to its attractions and events, 

but they are mostly ‘day trippers’ from nearby metropolitan areas or from out-of-state.  

A 2019 report by Rockport Analytics for Visit Florida indicates that a total of $110.2B was spent 

in FL counties in 2017, with Putnam County garnering 60% to 70% of its tourism revenue from 

out-of-state visitors, or “inter-state” travelers. 
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In addition to “inter-state” travel, “intra-state” travel is increasing also, fueled by a growing senior 

population that enjoys travel. A December 2018 report by the Florida Legislature Office of 

Economic and Demographic Research indicates that baby boomer populations are increasing 

across the state, especially in central Florida. Baby boomers have a strong interest in overnight 

‘leisure getaway’ trips within a few hours’ drive of their homes, and major population centers in 

Orlando, Jacksonville, Tampa/St. Pete and the Villages are metro areas that reflect a growing 

market of millions of seniors who represent potential adventure/history travelers for Crescent 

City to tap.  

Crescent City is located 70 miles north of Orlando, the most visited destination in the United 

States. A record breaking 75 million tourists traveled to Central Florida in 2018, the first in the 

US to pass 70 million visitors in one year, according to Visit Orlando, up from 72 million in 2017, 

68 million in 2016 and 66 million in 2015. If only 1/4 of 1% or .0025% of these visitors desire a 

nature/history travel experience and seek out Putnam County as an overnight destination that 

reflects a potential 187,500 visitors; the 14,600 total annual room-nights available at the Subject 

hotel reflects only a small fraction of this potential Orlando demand. 

Domestic leisure travelers, the majority of which travel via personal vehicle to the Orlando area, 

reflect the vast majority or 83% of total domestic overnight visitors.  These out-of-state visitors 

may also be inclined to take the scenic US Hwy 17 route between Orlando and North Florida 

and spend a night in Crescent City enroute to their final destination, if desirable lodging was 

available and visitors are made aware of this option as they make their travel plans to Orlando. 

Lodging Supply and Demand Summary 

The subject hotel site is located in historical downtown Crescent City. There is currently no 

direct midscale or upper midscale lodging competition in Crescent City. The comp set selected 

by the consultant for this analysis for the purpose of yielding the most reliable data for the basis 

of forecasting the subject’s occupancy performance includes four Palatka properties. The 

subject’s occupancy performance will rely on penetrating existing leisure demand, and to a 

lesser extent, commercial and meeting/group demand, so the occupancy performance of the 

Palatka properties is most relevant to projecting occupancy penetration and likely ADR 

performance. 

Relevant lodging performance indicators are reflected by Smith Travel Research (STR), a 

leading, independent research firm that compiles data on the lodging industry; its published data 

is routinely used by typical hotel investors and industry experts. A custom STR Trend report was 

ordered by Nichols Hospitality Consulting, Inc. for this study. The custom STR includes the only 

two upper midscale properties in the Putnam County/Palatka market (69-room Hampton Inn 

Palatka and 72-room Holiday Inn Express & Suites Palatka), considered to be most 

comparable to the proposed upper midscale subject hotel. The set also includes two midscale 

inns (54-room Best Western of Palatka and 118-room Quality Inn & Suites Riverfront 

Palatka).These properties provide an indication of the ADR and occupancy potential for the 

Subject, since it is expected to compete for some of the leisure demand and small groups that 

are currently accommodated in Palatka. The custom STR data for the selected hotels reveals 
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greatly improved operating results in 2019. Based on actual YTD performance through June, 

2019 is shaping up to be a year of record high local lodging performance in all three indicators – 

ADR, occupancy, and RevPAR.  

1. No new lodging supply has been added to Palatka since the Hampton Inn in 2016. Other 
local competitive lodging product ranges in age from 9 years (Holiday Inn Express & Suites), 25 
years (Best Western), to 41 years old (Quality Inn Riverfront). The addition of the Hampton in 
late 2016 created a temporary oversupply, with the absorption of new rooms exerting downward 
pressure on both occupancy levels and room rate growth in 2017 and 2018; the Hampton 
appears to have achieved stabilization in 2019 and both occupancy and ADR are showing 
strong growth in the market area for the year-to-date. 

2. For year-to date through June 2019, the selected custom STR Trend Palatka properties 
reflect occupancy up 17.3% from 70.0% to 82.1%. High annual occupancy levels have fueled 
strong ADR increases, resulting in RevPAR growth that exceeds national averages. With 
increasing lodging demand, the market is enjoying record high performance benchmarks. 

3. Average daily rate (ADR) for the selected properties increased 4.8% for the year-to-date, 
from $100.95 to $105.77. ADR was $99.38 for YE 2018, and is on track to increase 4.0% to 
6.0% over YE 2018 by YE 2019, reflecting consistent growth in recent years. 

4. RevPAR (rooms revenue per available room, an industry standard performance indicator 
which takes into account both occupancy and ADR) increased a healthy 9.3% in 2018, and has 
increased 22.9% through June 2019, from $70.62 to $86.83, reflecting continued positive 
growth, well above national average rates of RevPAR growth. 

In the trailing 12 months, the market reflected a low of 53.3% occupancy in August 2018 to a 

high of 92.5% in March 2019. There is a year-round stabilizing influence of a commercial 

lodging demand base in Palatka, augmented by weekend leisure demand, special event leisure 

demand, and/or targeted SMERF (social, military, education, religious or fraternal) meetings and 

groups. The market exhibits distinct weekly fluctuations. By day of the week, Sunday is 

historically the lowest occupancy, averaging 53.7% over the past twelve months. Tuesday and 

Wednesday reflect weekly peak occupancy of 75% to 77%% over the past 12 months, followed 

by Saturday at 73%. Strong occupancy at midweek generally indicates a reliable base of 

commercial lodging demand, and strong weekend occupancy indicates high leisure demand. 

Occupancy Forecast Summary 

The Subject’s occupancy was forecasted by estimating the proposed hotel’s occupancy 

penetration by market segment (i.e., commercial, leisure, group & meeting) for each year of the 

forecast period. Penetration rates for the Subject and competitive hotels were projected based 

upon historical performance and/or the conditions foreseen in the marketplace going forward. 

Considerations such as brand, location, facilities and amenities offered, age or condition, and 

management have been weighed. 
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The consultant has analyzed the competitive strengths and weaknesses of the Subject 

proposed hotel in order to forecast market penetration levels by market segment, with the 

following primary considerations: 

1. Independent Hotel Status: The Subject, as an unaffiliated hotel, will likely be at a 

competitive disadvantage to the branded hotels within the comp set. At only 40 rooms, it is 

unlikely to qualify for either a soft or hard brand affiliation. However, operating as an 

independent gives the Subject freedom from rigid franchise design standards and a ‘cookie 

cutter’ look. A strong marketing presence on the Internet will be essential to a successfully 

promoting the hotel, due to the lack of brand franchise system marketing. 

2. Crescent City Location:  This is a strength for drawing leisure travelers, and a weakness 

for drawing commercial travelers. The Subject will be at a competitive disadvantage to the 

hotels located in Palatka due to the existence of a strong commercial lodging demand base 

there, which provides a steady year round source of lodging demand and accounts for over 

half of total accommodated demand. However, the Crescent City location is a competitive 

advantage as a desirable destination for leisure travelers seeking an authentic Olde Florida 

or adventure/history/nature experience.  

3. Meeting Space: The Subject is expected to become a preferred location for Putnam 

County weddings, social events, and meetings. Meeting and banquet facilities will include 

approximately +1,500 square feet under air conditioning. There are numerous additional 

nearby lakefront outdoor event venues available, which are extremely popular with wedding 

parties at Florida hotels, and greatly increases the subject’s ability to host wedding groups 

and other social groups. 

4. Latest Technology/Social Media: It is recommended that the Subject hotel offer the latest 

in hotel technology (including high speed WiFi) for ease of check in, safety and convenience 

for its guests, and embrace social media and smartphone technology to build loyalty, attract 

and retain customers. Social media sites like Facebook, Twitter, and TripAdvisor are 

commonly used by travelers to select hotels. Hoteliers are using apps to help guests 

manage bookings and offering interactive maps/GPS to increase occupancy and enhance 

the guest experience. 

5.  New Guest Rooms: Hotel guests prefer to stay at the newest accommodations they can 

find to suit their travel budget. The Subject will offer the newest rooms in the market, some 

with lake views, which should help the hotel to ramp up its occupancy and ADR and give it a 

competitive ‘newness’ advantage for several years.  

6. Accessibility: The Subject site is located directly on US Hwy 17, the major north-south 

artery in Putnam County, with an average daily vehicle count in Crescent City of 9,900 in 

2018. US Hwy 17 averages about 6,100 vehicles per day south of Crescent City, and 8,000 

vehicles per day north of Crescent City (population 1,555). In comparison, the bridge over 
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the St. Johns River in Palatka averages about 32,500 vehicles per day. Palatka provides 

east-west routes connecting with St. Augustine and I-95 to the east and Gainesville and I-75 

to the west, and provides the closest east-west routes for Crescent City. 

Based on the consultant’s analysis summarized in this report, the subject’s occupancy is 
projected by estimating the hotel’s occupancy penetration by market segment for each year of 
the forecast period. The results are used as a basis for the forecast of occupancy penetration 
rates for the subject. This analysis results in the following projected occupancy levels for the 
Subject Property. The 2022 projected growth actually reflects three years, 2019 to 2022.  

Subject Property's Projected Occupancy 

 

Based on this analysis, the subject property is projected to achieve occupancy of 59% in Year 
One, 63% in Year Two, 67% in Year Three and stabilized occupancy of 70% in Year Four. This 
is based on market penetration of 84% in year one, 89% in year two, and stabilizing at 97% in 
year four, or slightly below its fair share, occupancy wise.  

Lodging Market Segment

Leisure

Potential Demand 28,074 31,385 31,699 32,016 32,336

Subject Property Market Share 17.7 % 18.9 % 20.3 % 20.8 %

Subject Property Capture 5,564 5,999 6,497 6,715

Subject Property Penetration 156.4 % 167.0 % 179.1 % 183.3 %

Commercial

Potential Demand 45,032 47,734 48,212 48,694 49,181

Subject Property Market Share 4.9 % 5.0 % 5.1 % 5.2 %

Subject Property Capture 2,333 2,413 2,493 2,575

Subject Property Penetration 43.1 % 44.2 % 45.2 % 46.2 %

Meeting & Group

Potential Demand 10,714 11,357 11,471 11,586 11,701

Subject Property Market Share 6.4 % 6.9 % 7.4 % 8.0 %

Subject Property Capture 723 792 861 931

Subject Property Penetration 56.2 % 60.9 % 65.6 % 70.2 %

Total Room Nights Captured 8,620 9,203 9,851 10,221

Available Room Nights 14,600 14,600 14,600 14,600

Subject Property Projected Occupancy 59 % 63 % 67 % 70 %

Marketwide Available Room Nights 114,245 128,845 128,845 128,845 128,845

Subject Property Fair Share 11 % 11 % 11 % 11 %

Marketwide Occupied Room Nights 84,399 90,477 91,382 92,295 93,218

Subject Property Market Share 10 % 10 % 11 % 11 %

Marketwide Average Occupancy 74 % 70 % 71 % 72 % 72 %

Subject Property Market Penetration % 84 % 89 % 94 % 97 %

*Stabilized Year

Source: Nichols Hospitality Consulting, Inc.

2022 2023 2024 2025*2019
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Based on analysis of local lodging demand generators, it is anticipated that the subject property 

will generate approximately 66% of its accommodated demand from the leisure segment, 25% 

from the commercial segment, and 9% from the meeting & group segment.  

Average Daily Rate Summary 

Average daily rate (ADR) is calculated by dividing the total room revenue achieved during a 
specified period by the number of rooms sold or occupied during the same period. The 
property’s average rate was projected using a competitive positioning method. These rates 
establish a range that reflects certain characteristics of both the brand and the specific market, 
such as price sensitivity, demand orientation, and occupancy.  

The following table summarizes projected average rates and room revenue by market segment 

for the Subject proposed hotel. 

Projected ADR by Market Segment for Proposed Hotel 

 

Based on market segment analysis, Nichols Hospitality Consulting, Inc. has projected an ADR 

for the proposed hotel of $114.62 if it were open and stabilized today, in 2019 dollars. This is 

bracketed slightly below the Hampton Inn and Holiday Inn Express & Suites Palatka, which are 

both in the range of $115-$120, currently the highest ADR achieved in the local area.  

Base Year

Leisure

Average Rate Growth — 9.0 % 4.0 % 3.0 % 2.5 %

Captured Room Nights 5,564 5,999 6,497 6,715

Rooms Revenue $721,687 $809,253 $902,709 $956,308

Subject Hotel Average Rate $119.00 $129.71 $134.90 $138.95 $142.42

Commercial

Average Rate Growth — 9.0 % 4.0 % 3.0 % 2.5 %

Captured Room Nights 2,333 2,413 2,493 2,575

Rooms Revenue $277,241 $298,130 $317,321 $335,919

Subject Hotel Average Rate $109.00 $118.81 $123.56 $127.27 $130.45

Meeting & Group

Average Rate Growth — 9.0 % 4.0 % 3.0 % 2.5 %

Captured Room Nights 723 792 861 931

Rooms Revenue $77,982 $88,845 $99,555 $110,362

Subject Hotel Average Rate $99.00 $107.91 $112.23 $115.59 $118.48

Total

Average Rate Growth — 9.0 % 4.0 % 3.1 % 2.4 %

Captured Room Nights 8,620 9,203 9,851 10,221

Rooms Revenue $1,076,910 $1,196,228 $1,319,586 $1,402,589

Subject Hotel Average Rate $114.62 $124.93 $129.98 $133.95 $137.22

Subject Hotel ADR Penetration 110.1 % 111.2 % 111.3 % 111.2 %

Marketwide Average Rate Growth — 9.0 % 3.0 % 3.0 % 2.5 %

Marketwide Average Rate $104.12 $113.49 $116.89 $120.40 $123.41

Note: 2022 rate growth reflects 3 years, 2019 - 2022.

Source:  Nichols Hospitality Consulting, Inc.

2019 2022 2023 2024 2025
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Financial Forecast Summary 

Based on the analysis contained herein, a forecast of income and expense has been formulated 

for the Subject Property for ten operating years, beginning January 1, 2022, expressed in 

inflated dollars for each year. The Subject is expected to stabilize in Year Four. 

 

 

 
 
 
 
 
 
 
 
 
 
 

Number of Rooms: 40 40 40 40

Occupancy: 59% 63% 67% 70%

Average Rate: $124.93 $129.98 $133.95 $137.22

RevPAR: $73.71 $81.89 $89.75 $96.05

Days Open: 365 365 365 365

Occupied Rooms: 8,614 %Gross  PAR   POR   9,198 %Gross  PAR   POR   9,782 %Gross  PAR   POR   10,220 %Gross  PAR   POR   

REVENUE

   Rooms $1,076 77.0 % $26,900 $124.91 $1,196 77.6 % $29,900 $130.03 $1,310 78.0 % $32,750 $133.92 $1,402 78.2 % $35,050 $137.18

   Food & Beverage 291 20.8 7,282 33.81 313 20.3 7,826 34.03 336 20.0 8,393 34.32 356 19.8 8,889 34.79

   Other Income (Net) 30 2.1 748 3.47 32 2.1 795 3.46 34 2.0 845 3.46 36 2.0 889 3.48

     Total 1,397 100.0 34,929 162.20 1,541 100.0 38,521 167.52 1,680 100.0 41,988 171.70 1,793 100.0 44,828 175.45

DEPARTMENTAL EXPENSES *

   Rooms 264 24.5 6,591 30.60 281 23.5 7,027 30.56 295 22.5 7,369 30.13 308 22.0 7,711 30.18

   Food & Beverage 215 73.7 5,369 24.93 226 72.3 5,656 24.60 238 70.9 5,953 24.34 249 70.0 6,222 24.35

      Total 478 34.2 11,960 55.54 507 32.9 12,682 55.15 533 31.7 13,322 54.48 557 31.1 13,933 54.53

DEPARTMENTAL INCOME 919 65.8 22,969 106.66 1,034 67.1 25,839 112.37 1,147 68.3 28,666 117.22 1,236 68.9 30,895 120.92

OPERATING EXPENSES

   Administrative & General 193 13.8 4,813 22.35 200 13.0 5,012 21.80 208 12.4 5,210 21.31 216 12.0 5,393 21.11

   Marketing 162 11.6 4,054 18.82 169 11.0 4,236 18.42 177 10.5 4,416 18.06 183 10.2 4,580 17.92

   Property Operations & Maintenance 56 4.0 1,397 6.49 68 4.4 1,695 7.37 101 6.0 2,518 10.30 105 5.8 2,622 10.26

   Utilities 90 6.4 2,253 10.46 94 6.1 2,346 10.20 98 5.8 2,439 9.97 101 5.6 2,524 9.88

   Information & Telecommunications 16 1.1 397 1.84 17 1.1 418 1.82 18 1.0 438 1.79 18 1.0 456 1.78

      Total 517 36.9 12,913 59.96 548 35.6 13,707 59.61 601 35.7 15,022 61.43 623 34.6 15,575 60.96

GROSS OPERATING PROFIT 402 28.9 10,056 46.70 485 31.5 12,132 52.76 546 32.6 13,645 55.79 613 34.3 15,320 59.96

Management Fee 42 3.0 1,048 4.87 46 3.0 1,156 5.03 50 3.0 1,260 5.15 54 3.0 1,345 5.26

INCOME BEFORE FIXED CHARGES 360 25.9 9,008 41.83 439 28.5 10,977 47.74 495 29.6 12,385 50.64 559 31.3 13,975 54.70

FIXED EXPENSES

   Property Taxes 69 4.9 1,725 8.01 71 4.6 1,768 7.69 72 4.3 1,812 7.41 74 4.1 1,858 7.27

   Insurance 17 1.2 431 2.00 18 1.1 442 1.92 18 1.1 453 1.85 19 1.0 464 1.82

   Reserve for Replacement 14 1.0 349 1.62 31 2.0 770 3.35 42 2.5 1,050 4.29 54 3.0 1,345 5.26

      Total 100 7.1 2,505 11.63 119 7.7 2,980 12.96 133 7.9 3,315 13.55 147 8.1 3,666 14.35

NET OPERATING INCOME $260 18.8 % $6,503 $30.20 $320 20.8 % $7,997 $34.78 $363 21.7 % $9,070 $37.09 $412 23.2 % $10,309 $40.35

Note:  Revenue and expense whole dollar amounts expressed in thousands (,000).

*Departmental expenses are expressed as a percentage of departmental revenues.

Source: Nichols Hospitality Consulting, Inc.
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Marketing Recommendations 

It is recommended that the Subject hotel target leisure ‘getaway’ travel, small meeting and 

social groups, and regional business travel. The unique small town historic location of the 

Subject will provide guests with the experience of ‘getting away from it all’ but within a short 

driving distance of the Orlando, Daytona Beach, Jacksonville and Gainesville/Ocala/The 

Villages metro areas.   

Today’s getaway travelers consider experiences a new form of social currency. The typical 

getaway guest looks for unique details, intuitive service, and unforgettable, immersive 

experiences when they travel. The marketing strategy should guide the hotel’s design elements 

and intentionally create appeal to all of the senses to immerse guests in a desirable and unique 

hotel experience, with examples below.   

 
Sights.  Lake views, sunrises and sunsets from the covered balconies. Unique historic design 

elements unavailable in cookie cutter brand name hotels. Local arts and crafts from area 
artists.  Walking tour to see and experience the extensive historic architecture in Crescent 
City.  Birds flying over the lake, boats on the water, the morning fog burning off, a rainstorm 
over the lake.  Fresh flowers in the gardens, full moon over Lake Crescent. Marketing images 
should capture the sights for potential guests to visualize the memorable experiences 
awaiting them. 

Touch.  Soft, luxurious bed and bath linens, spa-like bath amenities. Comfortable seating in 
guestrooms and public areas. 

Taste.  The hotel’s banquet space should offer exquisite meals and refreshing beverages. 
Guests enjoying their morning coffee in a rocking chair overlooking the lake or gardens, or 
afternoon tea. Taste sensations await guests with an easy walk to area restaurants like 3 
Bananas Waterfront Bar & Grille, The Waters Edge (in the Sprague House), and El Amigo 
Mexican Restaurant, or a mile to Hallie’s Landing on Lake Stella, for burgers and wings. 

Sounds.  Happy people celebrating special occasions, local musicians playing, the quiet and 
solitude of the peaceful setting. The sounds of nature, birds calling in the old Live oaks 
draped in Spanish moss, an osprey calling from high over the lake, or frogs singing in the 
evening. 

Smell.  Fresh brewed coffee in the lobby, delicious meals and fresh baked goods wafting in the 
air, fresh breezes from the lake, flowers and plants blooming in the gardens.   

 
The proposed hotel is expected to become a focal point in the community, hosting many local 

events year-round, and creating seasonal events that will attract both locals and overnight 

guests, that could include the following experiential themes:  lake, nature, fitness, Octoberfest, 

December and other holiday events, historic architecture tours, gardening, cooking, etc. It is 

recommended that the subject property contain about +1,500 square feet of meeting space, 

plus opportunities for outdoor functions at nearby lakefront parks or historic buildings.  A 1,500-

square-foot meeting room would have the following capacities: 150 people for receptions; 125 

for banquets using 5’ round tables; and 62 for classroom style seating. 
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The Putnam County Courier Journal publishes an annual Visitors and Newcomers Guide, with 

20,000 copies distributed free of charge by the Putnam County Chamber of Commerce, Palatka 

Welcome Center, Crescent City Hall, real estate agents, tour operators, festivals, lodgings, and 

other entities whose goal is bringing visitors to Putnam County. The Crescent City Historic 

Walking Tour Guide is an excellent resource that should be widely distributed, including Palatka 

and County tourism information centers. 

 

It is the consultant’s recommendation that more detailed and thorough listings of the tourism 

attractions in Crescent City be created for all print and online information. For example, in the 

Visitor and Newcomers Guide, “Historic Places of Putnam County” should present more of the 

City’s historic architecture, and include pictures of the many historic homes in Crescent City, 

which are more interesing to visitors than commercial buildings. Under the “Crescent City 

Historic District” listing on page 5, it should indicate the following: “there are more than 2 dozen 

historic buildings to see via the Crescent City Historic Walking Tour Guide, available at City Hall, 

3 N Summit Street (US 17), Crescent City, FL 32122.” It is important to provide addresses for 

every destination, as most people use GPS to find places. Under the Guide’s listings for 

“Museums, Galleries, and Parks” on page 6, no Crescent City lakefront parks are included, and 

they should be, along with addresses so places can be found via GPS. Most visitors will have 

quit reading by page 24, where “Parks, recreational areas and public facilities” are listed, the 

only place where Crescent City’s unique and desirable lakefront parks are briefly mentioned, but 

addresses, detailed descriptions, or attractive pictures are lacking. On page 26, “Places to go, 

things to do outdoors” there is no mention of the many outdoor recreation opportunities in the 

City of Lake Crescent, including Hallie’s Landing and its glass bottom boat tour, paddle boarding 

and kayaking on Lake Stella (used by outfitters from Palataka because it is superior for paddle 

boarding and kayaking than the St. Johns which is too rough), and paddling to Bear Island on 

Lake Crescent.  

 

The Bartram Trail in Putnam County is another excellent example that promotes paddling, 

hiking and biking routes that include Crescent City in its paddling map, but Crescent City’s 

hiking and biking route offerings should be expanded. Crescent City is not even named nor 

included on the Bartram Hiking & Biking Routes Map. Bicyclists are a growing and important 

niche for Palatka inns and hotels, and could be drawn to Crescent City if desirable 

accommodations and mapped routes were made available. 

 

Tripadvisor.com is used by many travelers to check consumer reviews for lodgings, restaurants, 

and attractions. Currently, the “Things to Do in Crescent City” tab shows very little, and none of 

the top attractions. It also shows the Simpson-Reed Trail as a major attraction – this trail is in 

Crescent City, California! The consultant reported the error to Tripadvisor, and added the 

Historic Walking Tour as a Crescent City attraction, along with a 5-star review. The Tripadvisor 

site for Crescent City needs much more information added, and reviews. 



Nichols Hospitality Consulting, Inc. Proposed Boutique Hotel, Crescent City, FL Executive Summary 1-12 

  

The city’s web site, crescentcity-fl.com, has a link 

to “Walking Tour Guide”, but the historic building 

photographs are not easily accessible and only 

seen when hovering a mouse over each number. 

More pictures need to be fully displayed without 

hovering, to entice visitors to visit. There is a 

treasure trove of interesting nostalgic pictures 

accessed via the link Crescent City Historical 

Archive, but visitors need to be given easier and 

more direct access to the best and most interesting 

of the historical pictures. The City’s history and historical architecture, and recreational offerings, 

need to be much more visible and strongly promoted at the City website. A redesign is 

recommended to give visitors easier access to information. As an example to emulate, the 

Palatka website, palatka-fl.gov, has a “Visitor” tab at the top of its home page which takes 

visitors to places to easily find attractions, community events, and details on downtown Palatka. 

 

Putnam County’s Chamber of Commerce has online and print information available for visitors, 

detailing the many recreational opportunities, events, and attractions for visitors to experience. 

Its web site does have the Crescent City Historic Walking Tour Guide on its “Brochures” page, 

but it has been placed at the bottom of the list instead of alphabetical order. It should be listed 

as “Historic Walking Tour Guide of Crescent City” right after “Historic Churches Tour Guide” at 

the site, since the same visitors would probably be interested in both and more likely to see if 

grouped. Also at the site, the Putnam County Bicycle Route map brochure includes only one 

route in Crescent City, but does not have Lake Stella on the map at all! It should be shown, as 

the scenic bike route runs alongside Lake Stella and no one would know that from looking at the 

map. Plus, more scenic bike routes that feature Crescent City should be added. Bicyclists would 

like to know about places to stop along the way in Crescent City, like Hallie’s Landing on Lake 

Stella, to take a break and enjoy great burgers and wings. 
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2. Nature of the Assignment  

Subject of the Study 

The subject of this report is a proposed +40-room, boutique hotel. The +2.16-acre hotel site (“the 
Subject”), with frontage on Summit Street (US Hwy 17) and Central Avenue, is located within the 
Community Redevelopment Area (CRA) in downtown Crescent City, Putnam County, Florida. The 
address is 301 Central Avenue, Crescent City, Florida 32112. 

Objective of the Study 

The objective of this study is to evaluate the supply and demand factors affecting transient 
accommodations in the subject market area and determine the market feasibility of the proposed 
hotel; make brand and facility recommendations; estimate the occupancy, average rate, and net 
operating income for the first ten years of operation.  

Use of the Study 

This study is confidential and contains proprietary information. It has been provided for exclusive 
use by the City of Crescent City and/or its investors, in connection with business decision-making 
purposes. It is not to be quoted in part, copied, or disseminated to any third parties without the 
expressed knowledge and written consent of Nichols Hospitality Consulting, Inc. The reader is 
advised to refer to the Statement of Limiting Conditions presented at the conclusion of this report. 

Scope of the Study 

All information was collected and analyzed by the staff of Nichols Hospitality Consulting, Inc.  
Information such as site data was supplied by representatives of Crescent City. The market 
conclusions herein are based on an independent, unbiased investigation and analysis of the 
competitive market by the consultant. 

Method of Study 

The methodology used to develop this market study is based on the market research and 
valuation techniques set forth in the textbooks entitled Hotels, Motels and Restaurants: Valuations 
and Market Studies,1  and Hotels and Motels: A Guide to Market Analysis, Investment Analysis, 
and Valuations.2    

                                                      
1 Stephen Rushmore, Hotels, Motels and Restaurants: Valuations and Market Studies. 

(Chicago: American Institute of Real Estate Appraisers, 1983). 
2 Stephen Rushmore, Hotels and Motels: A Guide to Market Analysis, Investment Anal-

ysis, and Valuations. (Chicago: Appraisal Institute, 1992). 
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1. The subject site has been evaluated from the viewpoint of its physical utility for the operation 
of a hotel, as well as access, visibility, and other relevant locational factors. 

2. The surrounding economic environment has been reviewed to identify specific lodging-related 
economic and demographic trends that may have an impact on future demand for hotel 
accommodations. 

3. Dividing the market for transient accommodations into individual segments defines specific 
market characteristics for the types of travelers expected to utilize the area's hotels.  The factors 
investigated include purpose of visit, average length of stay, facilities and amenities required, 
seasonality, daily demand fluctuations, and price sensitivity. 

4. An analysis of existing and proposed competition provides an indication of the current 
accommodated demand, along with market penetration and the degree of competitiveness. 

5. Documentation for occupancy and average rate projections are derived utilizing the market 
penetration and/or build-up approach based on an analysis of lodging activity.  

6. A detailed projection of income and expense made in accordance with the Uniform System of 
Accounts for Hotels reflects the anticipated economic benefits of the subject property and provide 
the forecast of net operating income for the first ten years of operation. 

7. Income capitalization methodology was applied to estimate the prospective value of the 
Subject Property for investment decision making purposes only (this does not constitute an 
appraisal), utilizing discounted cash flow analysis and market-oriented rates. 

 

Brand and Management Assumptions 

Based on the analysis and recommendations contained herein, this report assumes that the 

subject proposed +40-room hotel will be developed and operated as an independent, upper 

midscale boutique hotel; and that the hotel will operate under competent, professional hotel 

management throughout the projection period, with pre-opening marketing to commence no less 

than six months prior to opening. It is also assumed that the Subject will be granted a liquor license 

by the City to allow the operation of a lobby bar and/or catering operation serving alcoholic 

beverages. 

 

Pertinent Dates 

This report reflects fieldwork and research conducted in July and August 2019. The proposed 

subject hotel is assumed to open in 2022, be operational throughout the period of these 

projections, and stabilized as of January 1, 2025.  
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3. Description of the Proposed Boutique Hotel 

Subject Property  

The subject of this report is a proposed 
+40-room, independent boutique hotel. 
The +2.16-acre hotel site (“the Subject”), 
with frontage on Summit Street (US Hwy 
17) and Central Avenue, is located within 
the Community Redevelopment Area 
(CRA) in downtown Crescent City, Putnam 
County, Florida. The address is 301 
Central Avenue, Crescent City, Florida 
32112. 

 

Site Accessibility and Visibility 

The subject hotel will enjoy excellent 

visibility and accessibility from US Hwy 17, 

the major north-south artery (considered a 

Florida scenic backroad) in Putnam 

County, which connects the Orlando area 

with the Jacksonville area. The Subject 

hotel’s location in a mixed low density 

commercial/residential area features excellent accessibility to downtown Crescent City and its 

historic buildings, restaurants, lakes, and shops.  

FDOT reports an average daily traffic count of 9,900 vehicles in Crescent City, which reflects an 

annual total of 3.6 million vehicles. Nearly all guests are expected to arrive via personal vehicle, 

so proximity to airports is not considered an important locational attribute. The nearest major 

airports are Sanford International Airport, located 60 miles and about 1.5 hours to the south; 

Orlando International Airport, about 2 hours or 88 miles to the south; and Gainesville Regional 

Airport, located about 67 miles or 1.5 hours to the northwest. US Hwy 17 provides connections 

with Interstate 4 (linking the east and west coasts of Florida) and to Interstate 95 near Daytona 

Beach, providing interstate highway access along Florida’s east coast and connecting Florida to 

the rest of the United States.  
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Known as the “City Between the Lakes,” Crescent City is situated on both Lake Stella to the west 
and Crescent Lake to the east. Crescent Lake is one of the largest lakes in Florida at 30 square 
miles, and offers navigable connections to the St. Johns River via Dunn’s Creek. 
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The following diagrams present a 2017 aerial of the Subject and Future Land Use Map.  

 

The Subject site is currently used for open air markets and special events. Between 2010 and 
2013 the City and its Community Redevelopment Area Board spent more than $200,000 to 
purchase the Subject, conduct a hazardous materials survey, demolish dilapidated structures, 
clean up, improve and maintain the Subject. The City seeks to redevelop the Subject, zoned 
Commercial (GC-1), through the use of an innovative public/private partnership, providing a 
private developer with development support and financial incentives. Crescent City is within a 
designated Opportunity Zone, available for Tax Credits; developer may be eligible for US 
Department of Agriculture Rural Development Grants or Department of Economic Opportunity 
CDBG. As owner of the Subject, the City has flexibility over the cost of the land to a potential 
developer, and also controls the cost of utility hookup fees for water, sewer, and natural gas, 
which could be abated. 

Hotel Design Guidelines 

The CRA’s 2014 visioning process produced design 

guidelines for the development of the Subject site. In the early 

1900s, visitors to Crescent City were accommodated at the 

Grove Hall Hotel (pictured at right), a three-story hotel with 

views over the citrus groves to Crescent Lake. It no longer 

exists, but early photographs provide an indication of the type 

of historic character the town would like to reintroduce. 
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The City would like new hotel construction to provide some of the 

historical architectural elements present in the former Grove Hall Hotel, 

and also the Sprague House (pictured below in the 1920s and today), 

still in operation as a bed & breakfast inn. The CRA also references the 

historic 1859 Island Hotel in Cedar Key (at right) as the type of 

architecture considered compatible with the downtown vision.  

 

The amended CRA Plan approved by the CRA Board in 2018 presents the following guidelines 

for development of the Subject site and downtown Crescent City: 
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In addition to the preceding development guidelines, the consultant recommends that the City 

grant a liquor license via a Conditional Use Permit so the Subject could operate a lobby bar and/or 

catering operation that offers full alcoholic beverage service. 

The consultant recommends that the Subject contain about +1,500 square feet of meeting space, 

plus market opportunities for outdoor functions at nearby lakefront parks or historic buildings.  A 

1,500-square-foot meeting room would have the following capacities: 150 people for receptions; 

125 for banquets using 5’ round tables; and 62 for classroom style seating. The proposed hotel 

is expected to become a focal point in the community, hosting many local events year-round, and 

creating seasonal events that will attract both locals and overnight guests, that could include the 

following experiential themes:  lake, nature, fitness, Octoberfest, December and other holiday 

events, historic architecture tours, gardening, cooking, etc.  
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Chain Scale and Branding Recommendations 

Smith Travel Research, Inc. (STR), the nation’s leading lodging industry research firm, annually 

presents its “STR U.S. Chain Scales” which ranks hotel brands or chains based on the previous 

year’s annual system wide (global) Average Daily Rate (ADR), with the highest ADR achieved by 

hotels categorized as Luxury. There are six chain classifications, with the lowest ADR reflected 

by Economy properties. The STR Chain Scales reflect mostly ‘hard’ franchise brands. ‘Soft’ brand 

or marketing affiliations like Marriott’s Autograph Collection, Preferred Hotels and Resorts, and 

Hilton’s Curio are primarily independent and/or historic hotels that are usually luxury or upscale 

properties that seek to increase access, exposure, credibility and profitability through a soft brand 

affiliation. The STR Chain Scales list is presented is presented in Section 5 of this report. 

Average Daily Rate (ADR) reflects a measure of room rate achieved, reflected by total rooms 

revenue divided by total room nights accommodated (including complimentary room nights). This 

statistic provides a much truer picture of a hotel’s operating performance than its published or 

“rack” rates, which are often heavily discounted. ADR is the industry standard room rate statistic 

for performance comparison purposes, along with Revenue per Available Room (RevPAR). 

RevPAR is calculated by multiplying occupancy by ADR, and provides an indication of how well 

rooms revenue is being maximized; RevPAR is a standard industry performance measure which 

is widely utilized by hotel managers and investors. 

Within Putnam County, there are two upper midscale chain hotels (AAA ranked as 2.5-star 

hotels), several midscale chain hotels (2.5- and 2-star lodgings), several independent and chain 

economy lodging facilities (2-star lodgings), and several small (under 8 rooms, unrated) bed & 

breakfasts or fish camps. The largest number of travelers patronize midscale and upper midscale 

properties; they are affordable to the widest range of the traveling public, and provide a strong 

perceived price/value relationship to consumers.  

The subject hotel could be operated in one of three ways: independent of a brand; with “soft 

branding”; or with a “hard flagged” brand; all three options were studied and considered in this 

analysis by the consultant.  

Factors considered important to help ensure a high level of hotel market penetration include the 

following: the strength and/or distribution of a potential soft or hard brand, or internet presence as 

an independent; average daily rate, occupancy, RevPAR, yield and occupancy penetration 

statistics; average reservation contribution from brand or other channels; number of members in 

guest reward program and/or strength of reward program in attracting guests.  

The availability of brands and the current distribution of brands in the market area was considered. 

The top “flags” internationally are offered by Hilton and Marriott. There are several brands that 

would be available for the subject site from either company, according to conversations the 

consultant has had with brand representatives. However, no major hotel company will franchise 

hotels smaller than a minimum of 60 or 70 rooms.  

Several soft brands were considered by the consultant; soft brands are preferred by owners who 

can benefit from an affiliation and marketing partnership with a global brand, as opposed to the 

cookie-cutter approach of hard-flagged brands. Examples of soft brands include Preferred Hotels 
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& Resorts, and Leading Hotels of the World, which offer sales and reservation support at a fraction 

of the cost of the greater marketing and reservation support offered by a hard-flagged brand.  

Soft branding is exploding, with every major hotel company offering several; one of the newest is 

Starwood’s Tribute Portfolio (now owned by Marriott) in the upscale category. Also available are 

Curio Collection by Hilton, Loews OE Collection, Marriott’s Autograph Collection, Alliance Resorts 

from IHG, Ascend Collection from Choice Hotels, and several Best Western offerings, including 

BW Premier Collection and BW Signature Collection. A soft brand from a major hotel company 

helps hotel owners by connecting them to the brand’s frequent guest program, tapping into 

travelers in those programs.  

Soft brand affiliations cost much less than a hard brand franchise. For example, Preferred charges 

about 2.5% to 3.7% of Gross Rooms Revenue (GRR) for its brand affiliation, and hotels typically 

will have to spend additional marketing dollars to attract groups, as well. Major hard-flagged 

brands charge between 10% and 14% (total of all mandatory brand marketing and franchise-

related fees) of GRR. A franchise fee for one of Hilton or Marriott’s soft brands like Curio or 

Autograph is usually about than half that amount.  According to data collected by STR Analytics, 

hard-branded hotels in general report higher occupancy, while upscale independent and soft-

branded hotels garner a higher average daily rate, and overall higher revenue per available room. 

STR Analytics reports that chain-affiliated hotels spend an average 11.2% of their operating 

expense budget on combined marketing and franchise fees, compared to independent and soft-

branded hotels spending an average of 7.1% of their operating expense budget on affiliation fees 

and marketing. 

Soft branding would offer the option of a five-year contract, at such time brand status could be re-

evaluated depending upon the hotel’s operating performance. Hard branding would essentially 

be a minimum 20-year commitment, given high termination fees.  If the hard brand is found to not 

be contributing sufficiently to revenues, exiting would be cost prohibitive and probably not 

economically possible.  

Operating as an independent hotel often reflects the greatest risk and potentially lower market 

penetration levels, but every situation is different. As an independent, a hotel could take three to 

five years to ramp up and achieve the desired market penetration and stabilization; franchised 

hotels typically ramp up to stabilization within two to three years. Independent status give the 

developer the most flexibility in design and operations, and allows a smaller room count. 

It is recommended that the proposed hotel be developed as an upper midscale, or 2- to 3-star 

hotel. Most hotel franchise companies such as Marriott or Hilton have a minimum number of 

rooms, usually 60 or 70, and the Subject will not meet this threshold. Best Western has a lower 

threshold; it sometimes allows approximately 50 rooms. 

Therefore, the 40-room proposed Subject is assumed to be developed and operated as an 

independent hotel. 
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Marketing Recommendations 

It is recommended that the Subject hotel target leisure ‘getaway’ travel, small meeting and social 

groups, and regional business travel. The unique small town historic location of the Subject will 

provide guests with the experience of ‘getting away from it all’ but within a short driving distance 

of the Orlando, Daytona Beach, Jacksonville and Gainesville/Ocala/The Villages metro areas.   

Today’s getaway travelers consider experiences a new form of social currency. The typical 

getaway guest looks for unique details, intuitive service, and unforgettable, immersive 

experiences when they travel. The marketing strategy should guide the hotel’s design elements 

and intentionally create appeal to all of the senses to immerse guests in a desirable and unique 

hotel experience, with examples below.   

 
Sights.  Lake views, sunrises and sunsets from the covered balconies. Unique historic design 

elements unavailable in cookie cutter brand name hotels. Local arts and crafts from area 
artists.  Walking tour to see and experience the extensive historic architecture in Crescent City.  
Birds flying over the lake, boats on the water, the morning fog burning off, a rainstorm over the 
lake.  Fresh flowers in the gardens, full moon over Lake Crescent. Marketing images should 
capture the sights for potential guests to visualize the memorable experiences awaiting them. 

Touch.  Soft, luxurious bed and bath linens, spa-like bath amenities. Comfortable seating in 
guestrooms and public areas. 

Taste.  The hotel’s banquet space should offer exquisite meals and refreshing beverages. Guests 
enjoying their morning coffee in a rocking chair overlooking the lake or gardens, or afternoon 
tea. Taste sensations await guests with an easy walk to area restaurants like 3 Bananas 
Waterfront Bar & Grille, The Waters Edge (in the Sprague House), and El Amigo Mexican 
Restaurant, or a mile to Hallie’s Landing on Lake Stella, for burgers and wings. 

Sounds.  Happy people celebrating special occasions, local musicians playing, the quiet and 
solitude of the peaceful setting. The sounds of nature, birds calling in the old live oaks draped 
in Spanish moss, an osprey calling from high over the lake, or frogs singing in the evening. 

Smell.  Fresh brewed coffee in the lobby, delicious meals and fresh baked goods wafting in the 
air, breezes from the lake, flowers and plants blooming in the gardens.   

 
The proposed hotel is expected to become a focal point in the community, hosting many local 

events year-round, and creating seasonal events that will attract both locals and overnight guests, 

that could include the following experiential themes:  lake, nature, fitness, Octoberfest, December 

and other holiday events, historic architecture tours, gardening, cooking, etc. It is recommended 

that the subject property contain about +1,500 square feet of meeting space, plus opportunities 

for outdoor functions at nearby lakefront parks or historic buildings.  A 1,500-square-foot meeting 

room would have the following capacities: 150 people for receptions; 125 for banquets using 5’ 

round tables; and 62 for classroom style seating. 

 

The Putnam County Courier Journal publishes an annual Visitors and Newcomers Guide, with 

20,000 copies distributed free of charge by the Putnam County Chamber of Commerce, Palatka 

Welcome Center, Crescent City Hall, real estate agents, tour operators, festivals, lodgings, and 

other entities whose goal is bringing visitors to Putnam County. The Crescent City Historic 

Walking Tour Guide is an excellent resource that should be widely distributed, including Palatka 

and County tourism information centers. 
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It is the consultant’s recommendation that more detailed and thorough listings of the tourism 

attractions in Crescent City be created for all print and online information. For example, in the 

Visitor and Newcomers Guide, “Historic Places of Putnam County” should present more of the 

City’s historic architecture, and include pictures of the many unique historic homes in Crescent 

City, which are more interesing to visitors than commercial buildings. Under the “Crescent City 

Historic District” listing on page 5, it should indicate the following: “there are more than 2 dozen 

historic buildings and homes to view via the Crescent City Historic Walking Tour Guide, available 

at City Hall, 3 N Summit Street (US 17), Crescent City, FL 32122.” It is important to provide 

addresses for every destination, as most people use GPS to find places. Under the Guide’s 

listings for “Museums, Galleries, and Parks” on page 6, no Crescent City lakefront parks are 

included, and they should be, along with addresses so places can be found via GPS. Most visitors 

will have quit reading by page 24, where “Parks, recreational areas and public facilities” are listed, 

the only place where Crescent City’s unique and desirable lakefront parks are briefly mentioned, 

but addresses, detailed descriptions, or attractive pictures are lacking. On page 26, “Places to go, 

things to do outdoors” there is no mention of the many outdoor recreation opportunities in the City 

of Lake Crescent, including Hallie’s Landing and its glass bottom boat tour, paddle boarding and 

kayaking on Lake Stella (used by outfitters from Palataka because it is superior for paddle 

boarding and kayaking than the St. Johns which is too rough), and paddling to Bear Island on 

Lake Crescent.  

 

The Bartram Trail in Putnam County is another excellent example that promotes paddling, hiking 

and biking routes that include Crescent City in its paddling map, but Crescent City’s hiking and 

biking route offerings should be expanded. Crescent City is not even named nor included on the 

Bartram Hiking & Biking Routes Map. Bicyclists are a growing and important niche for Palatka 

inns and hotels, and could be drawn to Crescent City if desirable accommodations and mapped 

routes were made available. 

 

Tripadvisor.com is used by many travelers to check consumer reviews for lodgings, restaurants, 

and attractions. Currently, the “Things to Do in Crescent City” tab shows very little, and none of 

the top attractions. It shows the Simpson-Reed Trail as a major attraction – this trail is in Crescent 

City, California! The consultant reported the error to Tripadvisor, and added the Historic Walking 

Tour as a Crescent City attraction, along with a 5-star review. The Tripadvisor site for Crescent 

City needs much more information added, and reviews. 

  

The city’s web site, crescentcity-fl.com, has a link to 

“Walking Tour Guide”, but the historic building 

photographs are not easily accessible and only 

seen when hovering a mouse over each number. 

More pictures need to be fully displayed, to entice 

visitors to visit. There is a treasure trove of 

interesting nostalgic pictures accessed via the link 

Crescent City Historical Archive, but visitors need to 

be given easier and more direct access to the best 
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and most interesting of the historical pictures. The City’s history and historical architecture, and 

recreational offerings, need to be much more visible and strongly promoted at the City website. A 

redesign is recommended to give visitors easier access to information. As an example to emulate, 

the Palatka website, palatka-fl.gov, has a “Visitor” tab at the top of its home page which takes 

visitors to places to easily find attractions, community events, and details on downtown Palatka. 

 

Putnam County’s Chamber of Commerce has online and print information available for visitors, 

detailing the many recreational opportunities, events, and attractions for visitors to experience. Its 

web site does have the Crescent City Historic Walking Tour Guide on its “Brochures” page, but it 

has been placed at the bottom of the list instead of alphabetical order. It should be listed there as 

“Historic Walking Tour Guide of Crescent City” right after “Historic Churches Tour Guide” at the 

site, since the same visitors would probably be interested in both and more likely to see if grouped. 

Also at the site, the Putnam County Bicycle Route map brochure includes only one route in 

Crescent City, but does not have Lake Stella on the map at all, it should be shown as the scenic 

bike route runs alongside Lake Stella and no one would know from looking at the map. Plus, more 

scenic bike routes that feature Crescent City should be added. Bicyclists would love to know about 

places like Hallie’s Landing on Lake Stella, a lovely place to take a break and enjoy great burgers 

and wings, or 3 Bananas on Crescent Lake. 
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4. Market Area Analysis 

Market Area Definition 

The subject of this report is a proposed +40-room, boutique hotel. The +2.16-acre hotel site (“the 

Subject”), with frontage on Summit Street (US Hwy 17) and Central Avenue, is located within the 

Community Redevelopment Area (CRA) in downtown Crescent City, Putnam County, Florida. The 

address is 301 Central Avenue, Crescent City, Florida 32112.  

The greater market area is defined as Putnam County. The direct market area is defined as the 

Palatka/Crescent City Micropolitan Statistical Area. Putnam County has a population of about 

79,000 in 2019; nearly 39% of this population is 55 years of age and older. Population is growing 

at the rate of 0.5% per year, with population estimated to reach about 81,000 in 2024, and seniors 

are projected to reflect 40% of the total. The Putnam County FY 2018-19 Budget Book presents 

the following brief history. 

 

The following pages present economic and demographic information for Putnam County. 
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In Putnam County and Palatka, commercial lodging demand is mostly generated by Georgia 

Pacific, the St. Johns River Water Management District office, Seminole Electric Cooperative, 

Veritas Steel, Continental Building Products, and numerous small businesses.  
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Crescent City 

Crescent City is a small town nestled between two beautiful lakes in rural Putnam County, 

approximately 28 miles north of Deland and 23 miles south of Palatka. Crescent City is known as 

the “Bass Capital of the World” and offers outstanding recreational fishing. It is also a proud “Tree 

City USA” with canopies of live oaks and Spanish moss evoking Olde Florida charm and nostalgia.   

The city of Crescent City is the second most populous city after Palatka, with about 1,555 

residents, as shown in the graphic below: 

 

 

Crescent City was founded in 1876 by Charles R. Griffing, a real 

estate developer, who laid out 63 city blocks and 172 grove lots 

on the northern boundary of the city. The former Dunn’s Lake was 

renamed Crescent Lake and the development named Crescent 

City. It was marketed as a semi-tropical location for winter 

residents to wealthy Northerners. Beginning in 1876, the 

steamship Euphemia made three round trips into Crescent City 

from Jacksonville each week up the St. Johns River via Dunn’s 
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Creek. By 1877, a dozen families had settled there and daily steamship service was established 

between Crescent City and Jacksonville. Prior to the 1870s, agriculture and livestock were the 

two major industries, but the new grove lots helped establish a thriving 

citrus industry. However, the “Great Freeze” of 1894-95 marked the 

end of the newly established citrus industry and devastated the City’s 

population, from 554 people to 352 at the turn of the century. By 1909 

the citrus industry began to prosper again, and by 1915 there were 

some 90 growers shipping fruit from packing houses in Crescent City.  

However, disaster struck again in the form of the Mediterranean fruit 

fly which decimated the local citrus industry, followed by the real 

estate bust that occurred throughout the entire state in the late 1920s. The citrus industry 

continued to a lesser degree until a major freeze in the 1980s and has ceased to exist. Ferns for 

the ornamental flower industry are now the major agricultural crop in the area.  

Today, the area is home to a growing number of retirees, artists, and small businesses. Its 

downtown historic district contains more than two dozen historic buildings, highlighted on a 

Historic Walking Tour Guide. There are several restaurants, including the popular Three Bananas 

waterfront restaurant on Lake Crescent, which according to its owner Pam Calder, attracts a very 

high volume of diners per year, with over 99% from out-of-town. The restaurant’s success 

highlights the popularity of Crescent City as a destination for a variety of leisure travelers who are 

potential lodging guests, including senior adventure/history travelers, fisherman, 

nature/hiking/kayaking adventurers, special event attendees, and group/family events.  

The Crescent City Community Redevelopment Area (CRA) was established in 1995 and updated 

in 2018 pursuant to the State of Florida’s Community Redevelopment Act, which enables the City 

Commission, acting as the Community Redevelopment Agency, to make public improvements 

that will encourage private investment and facilitate neighborhood revitalization.  The City’s vision 

for the downtown CRA District is to create a more vibrant, livable, walkable and workable 

downtown supporting a diverse mix of uses that recognize the historic, rural character of the 

community, creating both entrepreneurial and employment opportunities.  

In 2011, the City retained Real Estate Research Consultants and the University of Florida, College 

of Architecture to develop a vision for redevelopment of the Subject and the downtown CRA, 

recognizing the City’s key assets as the “4 A’s” – Aquatics (situated between two lakes), 

Architecture (more than 2 dozen historic buildings), Arts (artists’ presence in the area is growing), 

and Antiques (several antique shops and/or museums). 

Building on the visioning process, the CRA has focused on several areas for improvement: 

Marina Development: The City owns Margary Neal Nelson Sunrise Park on Crescent Lake, with 

a boat ramp and boat trailer parking, and completed a $375,000 improvement to the shoreline 

and pier with boat slips in 2019. Additional plans call for the incorporation of a pedestrian 

experience through a boardwalk, a “lookout” on Crescent Lake in the marina area, and restoring 
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the old jail and water wheel station as an historic trail for visitors and residents to enjoy. Future 

planned improvements include a support building with restrooms, bait and tackle, fuel and marine 

supplies, along with pedestrian connections to Central Avenue.  

Historic Based Tourism:  The CRA has identified public assets suitable for developing historic-

based tourism opportunities and improved connections between the water and the business 

district. The CRA recently produced a glossy brochure, “Crescent City Historic Walking Tour 

Guide”, funded by the Putnam County Tourist Development Council. It promotes the more than 

two dozen historic homes, churches, and commercial buildings from the 1870s through the 1920s. 

The City also participates in Putnam County’s promotion of the world famous naturalist William 

Bartram’s travels through Florida along the St Johns River in 1765 and 1774. The County 

publishes and distributes maps and literature promoting “Bartram Trail in Putnam County” with 

hiking, biking, and paddling routes that include Crescent City. 

Anecdotal evidence from area merchants, visitor counts at several festivals and events, hotel 

occupied room nights, and actual 3 Bananas restaurant patron counts obtained by the consultant 

suggest that over 200,000 visitors annually explore Crescent City as ‘day-trippers’ and some 

could be converted to overnight hotel guests if appealing accommodations were available. FDOT 

reports an average daily traffic count of 9,900 vehicles in Crescent City, which reflects an annual 

total of 3.6 million vehicles. An unknown portion of the total traffic reflects leisure travelers; 

200,000 reflects about 5.6% of the total traffic. This is a small percentage of the mostly through-

traffic utilizing 17 as the primary north-south artery in Putnam County, which provides access to 

the only county access to crossing the St. Johns River, in Palatka.  

According to Three Bananas Restaurant owner Pam Calder, during 309 days of operation from 

July 2018 to July 2019, a very high volume of guests (actual numbers were shared with the 

consultant) walked through the door of her establishment, with over 99% from out-of-town 

(Crescent City’s population is only 1,550). During Daytona’s Bike Week in March 2019 (with a 

total of 500,000 attendees), Ms. Calder stated that bikers attending the 10-day Daytona event 

filled her restaurant on a daily basis; in April the Catfish Festival brought thousands of people to 

the area and filled her restaurant; Daytona’s Biketoberfest in October (with a total of 100,000 

attendees) drew hundreds of patrons each day over 5 days; in November and December fishing 

groups brought 75 to 150 guests per each fishing tournament. Ms. Calder reports that on 

weekends she usually has anywhere from 5 to 20 diners asking where to stay the night in 

Crescent City, either on a current trip or planning to come back again. 

Putnam County Tourism Trends 

Putnam County attributes 13.2% of its total jobs to the leisure & Hospitality Industry, a higher 

percentage than most FL counties, but well below the top tourist markets in Florida. Of the state’s 

1.2 million leisure & hospitality employees, about 1,700 are in Putnam County. 
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In addition to “inter-state” travel, “intra-state” travel is increasing also, fueled by a growing senior 

population that enjoys travel. A December 2018 report by the Florida Legislature Office of 

Economic and Demographic Research indicates that baby boomer populations are increasing 

across the state, especially in central Florida. Baby boomers have a strong interest in overnight 

‘leisure getaway’ trips within a few hours’ drive, and major population centers in Orlando, 

Jacksonville, Tampa/St. Pete and the Villages are metro areas that reflect a growing market of 

millions of seniors who represent potential adventure/history travelers for Crescent City to tap.  
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Crescent City is located 70 miles north of Orlando, the most visited destination in the United 

States. A record breaking 75 million tourists traveled to Central Florida in 2018, the first in the US 

to pass 70 million visitors in one year, according to Visit Orlando, up from 72 million in 2017, 68 

million in 2016 and 66 million in 2015. If only 1/4 of 1% or .0025% of these visitors desire a 

nature/history travel experience and seek out Putnam County as an overnight destination that 

reflects a potential 187,500 visitors; the 14,600 total annual room-nights available at the Subject 

hotel reflect only a small fraction of this potential demand. 

Domestic leisure travelers, the majority of which travel via personal vehicle to the Orlando area, 

reflect the vast majority or 83% of total domestic overnight visitors.  These out-of-state visitors 

may also be inclined to take the scenic US Hwy 17 route between Orlando and North Florida and 

spend a night in Crescent City enroute to their final destination, if desirable lodging was available 

and visitors are made aware of this option as they make their travel plans to Orlando. 
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5. Lodging Supply and Demand Analysis 

Market Area Supply and Demand Trends 

This section presents a summary of the consultant’s analysis of the competitive lodging supply 

and demand characteristics of the local market. 

While factors such as location, brand (or lack of), amenities, property age, and management all 

factor into determining hotel competitiveness, the industry generally recognizes the concept of 

“chain scales” as one of the most relevant competitive ranking factors. Smith Travel Research, 

Inc. (STR), the nation’s leading lodging industry research firm, annually presents its “STR U.S. 

Chain Scales” which ranks hotel brands or chains based on the previous year’s annual system 

wide (global) Average Daily Rate (ADR), with the highest ADR achieved by hotels categorized as 

Luxury. There are six chain classifications, with the lowest ADR reflected by Economy properties. 

The STR Chain Scales reflect mostly ‘hard’ franchise brands. ‘Soft’ brand or marketing affiliations 

like Marriott’s Autograph Collection, Preferred Hotels and Resorts, and Hilton’s Curio are primarily 

independent and/or historic hotels that are usually luxury or upscale properties that seek to 

increase access, exposure, credibility and profitability through a soft brand affiliation. 

Average Daily Rate (ADR) reflects a measure of room rate achieved, reflected by total rooms 

revenue divided by total room nights accommodated (including complimentary room nights). This 

statistic provides a much truer picture of a hotel’s operating performance than its published or 

“rack” rates, which are often heavily discounted. ADR is the industry standard room rate statistic 

for performance comparison purposes, along with Revenue per Available Room (RevPAR). 

RevPAR is calculated by multiplying occupancy by ADR, and provides an indication of how well 

rooms revenue is being maximized; RevPAR is a standard industry performance measure which 

is widely utilized by hotel managers and investors. 

Within Putnam County, there are two upper midscale chain hotels (AAA ranked as 2.5-star 

hotels), several midscale chain hotels (2.5- and 2-star lodgings), several independent and chain 

economy lodging facilities (2-star lodgings), and several small (under 8 rooms) bed & breakfasts 

or fish camps. The largest number of travelers patronize midscale and upper midscale properties; 

they are affordable to the widest range of the traveling public, and provide a strong perceived 

price/value relationship to consumers. It is recommended that the proposed hotel be developed 

as an upper midscale hotel, with a soft brand affiliation, or as an independent. In order to obtain 

a soft brand affiliation, franchise companies such as Marriott or Hilton have a minimum number 

of rooms, usually 60 or 70, and the subject will not meet this threshold at 40 rooms. Best Western 

has a lower threshold; it sometimes allows approximately 50 rooms. 
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The table below presents the current STR Chain Scales and brands represented within each.  
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Relevant lodging performance indicators are reflected by Smith Travel Research (STR), a leading, 

independent research firm that compiles data on the lodging industry; its published data is 

routinely used by typical hotel investors and industry experts. A custom STR Trend report was 

ordered by Nichols Hospitality Consulting, Inc. for this study. The custom STR includes the only 

two upper midscale properties in the Putnam County/Palatka market (69-room Hampton Inn 

Palatka and 72-room Holiday Inn Express & Suites Palatka), considered to be most 

comparable to the proposed upper midscale subject hotel. The set also includes two midscale 

inns (54-room Best Western of Palatka and 118-room Quality Inn & Suites Riverfront 

Palatka).These properties provide an indication of the ADR and occupancy potential for the 

Subject, since it is expected to compete for some of the leisure demand and small groups that 

are currently accommodated in Palatka. The custom STR data for the selected hotels reveals 

greatly improved operating results in 2019. Based on actual YTD performance through June, 2019 

is shaping up to be a year of record high local lodging performance in all three indicators – ADR, 

occupancy, and RevPAR.  

1. No new lodging supply has been added to Palatka since the Hampton Inn in 2016. Other 
local competitive lodging product ranges in age from 9 years (Holiday Inn Express & Suites), 25 
years (Best Western), to 41 years old (Quality Inn Riverfront). The addition of the Hampton in late 
2016 created a temporary oversupply, with the absorption of new rooms exerting downward 
pressure on both occupancy levels and room rate growth in 2017 and 2018; the Hampton appears 
to have achieved stabilization in 2019 and both occupancy and ADR are showing strong growth 
in the market area for the year-to-date. 

2. For year-to date through June 2019, the selected custom STR Trend Palatka properties 
reflect occupancy up 17.3% from 70.0% to 82.1%. High annual occupancy levels have fueled 
strong ADR increases, resulting in RevPAR growth that exceeds national averages. With 
increasing lodging demand, the market is enjoying record high performance benchmarks. 

3. Average daily rate (ADR) for the selected properties increased 4.8% for the year-to-date, 
from $100.95 to $105.77. ADR was $99.38 for YE 2018, and is on track to increase 4.0% to 6.0% 
over YE 2018 by YE 2019, reflecting consistent growth in recent years. 

4. RevPAR (rooms revenue per available room, an industry standard performance indicator 
which takes into account both occupancy and ADR) increased a healthy 9.3% in 2018, and has 
increased 22.9% through June 2019, from $70.62 to $86.83, reflecting continued positive growth, 
well above national average rates of RevPAR growth. 

5. In the trailing 12 months, the market reflected a low of 53.3% in August 2018 to a high of 
92.5% in March 2019. There is a year-round stabilizing influence of a commercial lodging demand 
base in Palatka, augmented by weekend leisure demand, special event leisure demand, and/or 
targeted SMERF (social, military, education, religious or fraternal) meetings and groups. The 
market exhibits distinct weekly fluctuations. By day of the week, Sunday is historically the lowest 
occupancy, averaging 53.7% over the past twelve months. Tuesday and Wednesday reflect 
weekly peak occupancy of 75% to 77%% over the past 12 months, followed by Saturday at 73%. 
Strong occupancy at midweek generally indicates a reliable base of commercial lodging demand, 
and strong weekend occupancy indicates high leisure demand. 
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Custom STR Trend Operating Performance - Trailing Twelve Month Moving Average 

 

Occupancy (%)

January February March April May June July August September October November December

2017 62.7 62.9 63.2

2018 64.1 64.8 65.7 64.7 64.4 64.8 64.9 65.0 64.5 64.1 64.3 64.5

2019 65.4 65.9 66.5 67.6 69.4 70.5

ADR ($)

January February March April May June July August September October November December

2017 92.21 92.54 92.80

2018 92.97 93.72 94.62 95.28 95.88 96.81 97.52 98.31 98.19 98.64 99.06 99.38

2019 99.77 100.70 101.37 101.47 101.97 102.30

RevPAR ($)

January February March April May June July August September October November December

2017 57.85 58.20 58.67

2018 59.59 60.72 62.21 61.65 61.77 62.73 63.32 63.90 63.34 63.27 63.66 64.11

2019 65.21 66.38 67.38 68.59 70.76 72.15

Supply

January February March April May June July August September October November December

2017 114,245 114,245 114,245

2018 114,245 114,245 114,245 114,245 114,245 114,245 114,245 114,245 114,245 114,245 114,245 114,245

2019 114,245 114,245 114,245 114,245 114,245 114,245

Demand

January February March April May June July August September October November December

2017 71,669 71,854 72,222

2018 73,224 74,017 75,109 73,926 73,605 74,029 74,173 74,257 73,697 73,280 73,424 73,700

2019 74,665 75,305 75,934 77,232 79,279 80,576

Revenue ($)

January February March April May June July August September October November December

2017 6,608,602 6,649,624 6,702,506

2018 6,807,962 6,937,115 7,106,947 7,043,388 7,057,178 7,166,892 7,233,444 7,300,041 7,236,638 7,228,349 7,273,251 7,324,515

2019 7,449,483 7,583,073 7,697,378 7,836,607 8,084,449 8,242,704

Source: STR, Inc.

High value is boxed. Low value is boxed and italicized.
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Custom STR Trend Operating Performance – Day of Week Analysis 

 

Occupancy (%)

Sun Mon Tue Wed Thu Fri Sat Total Month

Jul - 18 38.0 61.1 59.4 63.3 54.9 51.4 58.1 55.0

Aug - 18 36.8 62.2 64.3 63.9 48.4 46.6 51.3 53.3

Sep - 18 40.9 56.4 64.9 68.3 61.1 50.5 59.4 56.9

Oct - 18 52.1 72.4 75.7 75.7 75.2 70.5 70.9 70.8

Nov - 18 38.3 61.3 62.9 66.9 70.0 66.2 67.7 62.3

Dec - 18 45.1 57.7 62.5 65.3 57.3 52.8 58.7 56.7

Jan - 19 54.5 77.4 71.2 76.6 71.4 68.8 65.3 69.7

Feb - 19 71.2 86.5 87.5 90.3 89.6 88.3 94.2 86.8

Mar - 19 78.8 93.8 95.5 95.4 93.6 96.1 95.8 92.5

Apr - 19 60.9 81.8 86.9 87.7 78.1 82.0 89.3 81.2

May - 19 69.3 77.2 86.3 88.0 85.9 89.5 90.9 84.3

Jun - 19 60.1 83.7 87.4 86.7 81.8 74.8 79.3 78.5

Total Year 53.7 72.3 75.2 77.2 72.0 70.2 73.4 70.5

ADR

Sun Mon Tue Wed Thu Fri Sat Total Month

Jul - 18 95.52 101.26 102.30 99.73 92.79 96.67 94.07 97.95

Aug - 18 95.77 104.40 105.77 105.71 94.73 95.30 93.92 100.10

Sep - 18 92.76 98.58 101.21 98.98 95.92 95.73 98.35 97.59

Oct - 18 94.14 101.46 100.48 99.68 97.58 98.43 98.67 99.01

Nov - 18 95.64 95.01 96.02 100.24 97.29 96.81 96.77 96.95

Dec - 18 88.90 93.98 95.49 96.79 93.42 94.92 91.56 93.60

Jan - 19 92.08 98.87 98.64 98.40 97.10 96.28 97.63 97.29

Feb - 19 101.96 106.25 108.93 109.65 108.79 116.16 120.18 110.61

Mar - 19 101.31 104.17 106.65 106.82 103.39 120.35 122.06 110.06

Apr - 19 95.85 101.60 103.35 101.61 96.52 103.78 106.79 101.74

May - 19 103.04 102.17 104.59 104.09 102.47 112.63 118.34 107.00

Jun - 19 102.01 107.30 106.56 107.78 105.07 108.17 105.80 106.13

Total Year 97.35 101.56 102.83 102.77 99.46 105.09 105.79 102.30

RevPAR

Sun Mon Tue Wed Thu Fri Sat Total Month

Jul - 18 36.26 61.85 60.79 63.17 50.92 49.73 54.70 53.82

Aug - 18 35.26 64.96 68.01 67.54 45.82 44.39 48.16 53.37

Sep - 18 37.93 55.59 65.64 67.59 58.61 48.33 58.38 55.49

Oct - 18 49.03 73.46 76.02 75.42 73.34 69.42 69.98 70.05

Nov - 18 36.59 58.28 60.36 67.09 68.13 64.08 65.55 60.42

Dec - 18 40.10 54.23 59.64 63.24 53.50 50.12 53.77 53.11

Jan - 19 50.16 76.52 70.22 75.39 69.30 66.29 63.71 67.78

Feb - 19 72.56 91.91 95.35 98.97 97.49 102.52 113.17 96.00

Mar - 19 79.88 97.76 101.88 101.87 96.78 115.66 116.91 101.79

Apr - 19 58.42 83.09 89.81 89.11 75.39 85.13 95.36 82.61

May - 19 71.44 78.83 90.22 91.59 88.07 100.83 107.56 90.15

Jun - 19 61.34 89.81 93.11 93.49 85.93 80.87 83.90 83.30

Total Year 52.29 73.42 77.33 79.38 71.62 73.74 77.65 72.15

Source:  STR, Inc.
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Custom STR Trend Performance Indicators October 2016 – June 2019 

 

Date Occupancy ADR RevPar Supply Demand Revenue Census & Sample %

This Year % Chg This Year % Chg This Year % Chg This Year % Chg This Year % Chg This Year % Chg Census Props Census Rooms

% Rooms STAR 

Participants

Oct 16 67.7 91.84 62.19 9,703 6,570 603,418 4 313 100.0

Nov 16 58.8 87.17 51.27 9,390 5,523 481,413 4 313 100.0

Dec 16 50.1 84.58 42.38 9,703 4,862 411,208 4 313 100.0

Jun YTD 2016

Total 2016

Jan 17 49.4 89.14 44.03 9,703 4,793 427,263 4 313 100.0

Feb 17 70.4 93.73 66.02 8,764 6,173 578,570 4 313 100.0

Mar 17 74.8 97.00 72.51 9,703 7,253 703,530 4 313 100.0

Apr 17 80.0 93.22 74.55 9,390 7,509 699,996 4 313 100.0

May 17 66.5 95.07 63.18 9,703 6,449 613,083 4 313 100.0

Jun 17 60.2 91.03 54.76 9,390 5,649 514,231 4 313 100.0

Jul 17 53.5 87.84 46.97 9,703 5,188 455,704 4 313 100.0

Aug 17 52.4 88.66 46.50 9,703 5,089 451,205 4 313 100.0

Sep 17 62.8 99.07 62.24 9,390 5,899 584,429 4 313 100.0

Oct 17 75.0 10.8 94.48 2.9 70.90 14.0 9,703 0.0 7,282 10.8 687,970 14.0 4 313 100.0

Nov 17 60.8 3.3 91.53 5.0 55.64 8.5 9,390 0.0 5,708 3.3 522,435 8.5 4 313 100.0

Dec 17 53.9 7.6 88.74 4.9 47.83 12.9 9,703 0.0 5,230 7.6 464,090 12.9 4 313 100.0

Jun YTD 2017 66.8 93.50 62.43 56,653 37,826 3,536,673

Total 2017 63.2 92.80 58.67 114,245 72,222 6,702,506

Jan 18 59.7 20.9 91.93 3.1 54.90 24.7 9,703 0.0 5,795 20.9 532,719 24.7 4 313 100.0

Feb 18 79.5 12.8 101.60 8.4 80.75 22.3 8,764 0.0 6,966 12.8 707,723 22.3 4 313 100.0

Mar 18 86.0 15.1 104.66 7.9 90.01 24.1 9,703 0.0 8,345 15.1 873,362 24.1 4 313 100.0

Apr 18 67.4 -15.8 100.61 7.9 67.78 -9.1 9,390 0.0 6,326 -15.8 636,437 -9.1 4 313 100.0

May 18 63.2 -5.0 102.30 7.6 64.61 2.2 9,703 0.0 6,128 -5.0 626,873 2.2 4 313 100.0

Jun 18 64.7 7.5 102.74 12.9 66.45 21.3 9,390 0.0 6,073 7.5 623,945 21.3 4 313 100.0

Jul 18 55.0 2.8 97.95 11.5 53.82 14.6 9,703 0.0 5,332 2.8 522,256 14.6 4 313 100.0

Aug 18 53.3 1.7 100.10 12.9 53.37 14.8 9,703 0.0 5,173 1.7 517,802 14.8 4 313 100.0

Sep 18 56.9 -9.5 97.59 -1.5 55.49 -10.8 9,390 0.0 5,339 -9.5 521,026 -10.8 4 313 100.0

Oct 18 70.8 -5.7 99.01 4.8 70.05 -1.2 9,703 0.0 6,865 -5.7 679,681 -1.2 4 313 100.0

Nov 18 62.3 2.5 96.95 5.9 60.42 8.6 9,390 0.0 5,852 2.5 567,337 8.6 4 313 100.0

Dec 18 56.7 5.3 93.60 5.5 53.11 11.0 9,703 0.0 5,506 5.3 515,354 11.0 4 313 100.0

Jun YTD 2018 70.0 4.8 100.95 8.0 70.62 13.1 56,653 0.0 39,633 4.8 4,001,059 13.1

Total 2018 64.5 2.0 99.38 7.1 64.11 9.3 114,245 0.0 73,700 2.0 7,324,515 9.3

Jan 19 69.7 16.7 97.29 5.8 67.78 23.5 9,703 0.0 6,760 16.7 657,687 23.5 4 313 100.0

Feb 19 86.8 9.2 110.61 8.9 96.00 18.9 8,764 0.0 7,606 9.2 841,313 18.9 4 313 100.0

Mar 19 92.5 7.5 110.06 5.2 101.79 13.1 9,703 0.0 8,974 7.5 987,667 13.1 4 313 100.0

Apr 19 81.2 20.5 101.74 1.1 82.61 21.9 9,390 0.0 7,624 20.5 775,666 21.9 4 313 100.0

May 19 84.3 33.4 107.00 4.6 90.15 39.5 9,703 0.0 8,175 33.4 874,715 39.5 4 313 100.0

Jun 19 78.5 21.4 106.13 3.3 83.30 25.4 9,390 0.0 7,370 21.4 782,200 25.4 4 313 100.0

Jun YTD 2019 82.1 17.3 105.77 4.8 86.83 22.9 56,653 0.0 46,509 17.3 4,919,248 22.9

Source:  STR, Inc.
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Custom STR Trend Selected Market Area Hotels 

 

STR Code Name of Establishment City & State Zip Code Class Aff Date

Open 

Date Rooms

29777 Best Western Inn Of Palatka East Palatka, FL 32131 Midscale Class Jan 1994 Jan 1994 54

64188 Hampton Inn Palatka Palatka, FL 32177 Upper Midscale Class Sep 2016 Sep 2016 69

60532 Holiday Inn Express & Suites Palatka Northwest Palatka, FL 32177 Upper Midscale Class Jan 2010 Jan 2010 72

720 Quality Inn & Suites Riverfront Palatka Palatka, FL 32177 Midscale Class Jul 2006 Aug 1978 118

Source:  STR, Inc. Total Properties: 4 313
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Several bed & breakfast inns offer unique accommodations in historical buildings in Palatka and 

Crescent City, but the small number of rooms offered and limited advertising budgets make it 

difficult for these properties to achieve over 50% occupancy on an annual basis. In Crescent City, 

the 4-room Sprague House Bed & Breakfast has thirteen 5-star reviews from Tripadvisor 

travelers, but they range from May 2011 to nothing more recent than November 2018; guests 

prefer to see recent reviews. Further, the consultant found numerous calls to the reservations 

number went unanswered; it is unclear if this inn is still operating full time. No one from the Inn 

responded to the consultant’s emailed and telephone requests for information. 

In Palatka, the 4-room, 1884 Grand Gables Inn advertises rack rates from $139 up to $159 during 

peak demand periods, but online booking sites offer its rooms from $114 to $127. Green Gables 

earned 25 excellent traveler reviews on Tripadvisor out of 26 total reviews, and is popular with 

leisure travelers, especially couples on getaway vacations. Some travelers noted that they liked 

the proximity to St. Augustine while avoiding the higher lodging prices there.  

The 4-room Bartram Inn Bed & Breakfast offers views of the St. Johns River. It promotes itself 

to cycling groups, who have made Palatka a “hub” for cycling in NE Florida via the Putnam 

Blueways and Trails network. However, the Bartram Inn does not operate year-round; it is closed 

from June 15 to September 1. This Inn does an extraordinarily good job of marketing local events 

and activities to potential guests.  

The Bartram Inn presents a well-crafted market positioning strategy in its selected name. John 

Bartram is a well known historical figure, a naturalist and author who explored the St. Johns River 

in the 1700s. This Inn references the Bartram Trail in Putnam County in its marketing information, 

noting that “modern explorers can follow in his footsteps and river wake.” Putnam County provides 

a wealth of online resources to enhance visitors with planning adventures within the pristine rural 

areas of the County by hiking, cycling, paddling, and driving tours. 

The following Calendar of Events is presented at its web site: 
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The Bartram Inn’s focus on presenting recreational activities and special events to attract leisure 

guests is a strategy that the subject hotel should utilize in Crescent City. 



Nichols Hospitality Consulting, Inc. Proposed Boutique Hotel, Crescent City, FL Supply and Demand Analysis 5-10 

 

Competitive Lodging Supply 

The subject hotel site is located in historical downtown Crescent City. There is currently no direct 

midscale or upper midscale lodging competition in Crescent City. The comp set selected by the 

consultant for this analysis for the purpose of yielding the most reliable data for the basis of 

forecasting the subject’s occupancy performance includes four Palatka properties: the Holiday 

Inn Express & Suites; the Best Western; the Hampton Inn; and the Quality Inn & Suites Riverfront. 

The subject’s occupancy performance will rely on penetrating the existing leisure demand, and to 

a lesser extent, commercial and meeting/group demand, so the occupancy performance of the 

Palatka properties is most relevant to projecting occupancy penetration and likely ADR 

performance. 

The consultant has estimated year end 2019 performance based on actual year-to-date 

performance through June, weighted to reflect annual increases based on 2018 actual 

performance. 

 The following table summarizes the important operating characteristics of the selected comp set; 

however, operating statistics for individual properties are confidential and not presented in this 

report.  
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Selected Comp Set Hotel Performance Data 

 

Note: Operating data for individual properties is confidential. 

 

 

 

Estimated 2019 Market Segmentation  Estimated  2018 Estimated  2019

Property

Number 

of Rooms  Occ ADR RevPAR ADR RevPAR

Occupancy 

Penetration

Yield 

Penetration

Primary Competitors

Hampton Inn Palatka 69 30 % 60 % 10 % 72 % $112 $81 77 % $118 $91 104.2 % 118.1 %

Best Western Palatka 54 40 55 5 63 $80 $50 72 $85 $61 97.5 79.6

Holiday Inn Express & Suites Palatka 72 30 60 10 69 $112 $77 77 $118 $91 104.2 118.1

Quality Inn & Suites Palatka 118 35 45 20 60 $90 $54 71 $95 $67 96.1 87.7

Totals/Averages 313 33 % 54 % 13 % 65 % $99 $65 74 % $104 $77 100.0 % 100.0 %

Source: Nichols Hospitality Consulting, Inc.
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No discussion of hotel competitiveness is complete without a review of TripAdvisor and its impact. 

In recent years, hotel customers are shaping a brand or a property’s online reputation by 

commenting and sharing experiences. A recent study by Ypartnership/Harrison Group reports 

that 77% of travelers consult TripAdvisor’s hotel reviews before booking a hotel reservation, and 

nearly half visited an online community, travel forum or blog in the past 12 months to check out a 

destination or travel supplier. While hoteliers are sometimes subjected to vindictive or fake 

reviews, this is rare and generally reflects less than 1% of reviews. TripAdvisor reviews should be 

viewed by hotel management as an opportunity to “sell” the property and highlight the hotel’s 

attributes, or address negative reviews in a positive constructive manner.  For example, if a guest 

complains that furniture looks worn or outdated, management can use the opportunity to 

announce and promote upcoming hotel renovations.  

TripAdvisor offers a fairly reliable indicator of customer satisfaction that is widely used by the 

traveling public. Information on the notable competitive advantages and disadvantages of each 

selected competitive property is presented below. Because of its relevance to potential hotel 

guests, each property’s TripAdvisor ranking has been included, and guest reviews were 

considered in this analysis. 

The 69-room Hampton Inn Palatka opened in September 2016 and is the newest hotel in the 

comp set. It is classified by Smith Travel as an upper midscale hotel, or a 2.5-star accommodation, 

and achieves the highest room rates among the Palatka hotels. It is ranked #1 out of 5 hotels in 

Palatka by Tripadvisor guest reviews. Of 258 reviews, 87% are excellent and very good. Positive 

recent guest comments named the friendly staff, complimentary breakfast, quiet and clean, 

proximity to downtown restaurants, river park, fenced well lighted free parking, and nice place to 

walk. Many guests also liked the close proximity to St. Augustine, 35 minutes away, favoring hotel 

prices that are much lower in Palatka, up to half the cost. Negative comments included lack of 

microwave in all but king suites, no pets are allowed (except service animals), and some guests 

felt the rooms were small. Rack rates (prior to discounts) range from $103 - $159. This hotel is 

currently very popular with business travelers, especially Hilton Honors members. The Hampton 

Inn has one 483-square-foot meeting room for catered banquets or classroom seating for up to 

25 people and theater seating for up to 50 people. 

The 72-room Holiday Inn Express & Suites opened in 2010 and is classified by Smith Travel as 

an upper midscale hotel, or a 2.5-star accommodation. It is ranked #2 out of 5 hotels in Palatka 

by Tripadvisor guest reviews, and achieves room rates similar to the Hampton. Of 122 reviews, 

93% are excellent and very good. Positive recent guest comments named the friendly staff, recent 

renovations, complimentary breakfast, quiet and clean, proximity to restaurants and shopping. 

Many guests also liked the easy access to St. Augustine, 35 minutes away, and lower hotel prices 

in Palatka, compared to St. Augustine. Negative comments included difficult to access from 

divided highway, shady people hanging around parking lot at night, workout equipment broken, 

low water pressure in shower. Rack rates (prior to discounts) range from $115 - $155. This hotel 

is currently very popular with business travelers, especially IHG Rewards members. The hotel 

has one 250-square-foot board room for up to 12 people. 
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The 54-room Best Western of Palatka opened in 1994 and is the oldest and smallest hotel in 

the comp set. It is classified by Smith Travel as a midscale hotel, or a 2.5-star accommodation. 

Of 196 TripAdvisor reviews, 84% are excellent and very good. Positive recent guest comments 

named the friendly staff, complimentary breakfast, quiet and clean. Negative comments included 

late night noise problems from long term Georgia-Pacific workers housed there, and the older 

building has exterior corridors. In addition to GA-Pacific, this hotel houses long term employees 

of Seminole Electric, FP&L, and St. Johns Ship Building.  Rack rates (prior to discounts) range 

from $80 - $115. The Best Western has a no meeting room available for guest use. 

The118-room Quality Inn & Suites Riverfront Palatka opened in 1978 and has been affiliated 

with Choice brands since July 2006. It is classified by Smith Travel as a midscale hotel, or a 2.5-

star accommodation, and is the largest among the Palatka hotels. It is ranked #5 out of 5 hotels 

in Palatka by TripAdvisor guest reviews, but has very few reviews. Of 8 reviews, 74% are excellent 

and very good. It is the only hotel in Palatka offering a full service restaurant and lounge. Also 

offers on-site catering, 21-slip boat dock with electrical hook-ups, fishing dock and boat rentals. 

Positive recent guest comments named the friendly staff, renovations, complimentary breakfast, 

river views, riverfront pool and deck, Beef O’Brady’s restaurant in the hotel. Negative comments 

included bad outdoor smell from river or local pulp mill; not enough reviews at TripAdvisor to be 

informative. Rack rates (prior to discounts) range from $93 - $132. The meeting room will 

accommodate up to 200 people, the largest meeting space among the Palatka hotels. 

Our investigation indicates no new supply is planned in the market area. While reasonable steps 

have been taken to investigate proposed hotel projects and their status, due to the nature of real 

estate development, it is impossible to determine with certainty every hotel that will be opened in 

the future, or what their marketing strategies and effect in the market will be. Depending on the 

outcome of current and future projects, the operating performance of the Subject Property may 

be positively or negatively affected.  

Lodging Demand Analysis 

Lodging demand analysis is performed by dividing the overall demand accommodated by the 

competitive hotels into individual segments based on the type of travel classification.  The three 

primary classifications occurring in the subject market area are commercial, leisure, and 

group/meeting. Market segmentation is a useful procedure because individual classifications 

often exhibit unique characteristics in terms of growth potential, seasonality of demand, average 

length of stay, double occupancy, facility requirements, price sensitivity, and so forth.  By 

quantifying the room night demand by market segment and analyzing the characteristics of each 

segment, lodging demand can be projected.   

Based on fieldwork, area analysis, and knowledge of the local lodging market, the distribution of 

accommodated room night demand is estimated as follows.    
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Competitive Set Accommodated Demand   

 

The characteristics of each market segment have been analyzed in order to forecast room night 

demand, and summarized in the following paragraphs.  

Commercial Demand 

The commercial demand segment reflects approximately 54% of the accommodated demand 

within the competitive set. The commercial segment consists of vendors, sales representatives, 

consultants, corporate executives, and other business professionals visiting area business 

establishments, as discussed earlier in the Market Area Analysis section of this report. Some 

commercial travelers like to add a day or two to their itinerary in the area for leisure, and Putnam 

County offers a convenient location to St. Augustine and its beaches, 30 miles east of Palatka.  

Palatka is the largest city in Putnam County, and serves as the county seat of government. The 

hotels there serve a concentration of commercial business demand. Palatka serves as home to 

Seminole Electric Cooperative, one of the largest generation and transmission cooperatives in 

the country. Putnam County is also home to Georgia-Pacific Corporation, the St. Johns River 

Water Management headquarters, VA Medical Center, Veritas Steel, Continental Building 

Products, Putnam Community Medical Center, St. Johns River State College, and numerous 

small businesses.  

Commercial demand is usually accommodated within a few miles of the place of business, unless 

the business traveler is seeing numerous clients throughout the region; then any central location 

could be considered, including Crescent City. However, it is unlikely that much of the existing 

Palatka based commercial lodging demand can be captured by the proposed subject hotel in 

Crescent City, located 25 miles south of Palatka. Crescent City does have some local businesses 

that generate lodging demand and this could be captured.  

Commercial demand is strongest Monday through Thursday nights, declines significantly on 

Friday and Saturday, and increases somewhat on Sunday. The typical length of stay for 

commercial guests ranges from one to three days, and the rate of double occupancy is a low 1.2 

to 1.3 people per room. The commercial segment includes numerous smaller classifications; 

however, the primary categories considered in this analysis are individual business travelers and 

Estimated Marketwide 

Market Segment

Leisure 28,074 33 %

Commercial 45,032 54

Meeting & Group 10,714 13

Total 83,821 100 %

Source: Nichols Hospitality Consulting, Inc.

Accommodated 

Demand

Percentage 

of Total
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corporate accounts. Their lodging choices are influenced by brand loyalty (and frequent traveler 

programs in particular), as well as location and convenience with respect to businesses and 

amenities. Corporate accounts are generated by local companies; demand in this sub-segment 

may include employees of the firm or its affiliates, and often consists of training groups. These 

companies typically designate hotels as “preferred” accommodations; in return, the selected 

lodging facilities generally offer a significant discount from their published rates. Typically, these 

rates are negotiated on an annual basis, and the size of the discount is tied to the number of room 

nights produced.  It is important to note that Marriott, IHG, and Hilton offer the most popular 

frequent guest programs, preferred by most commercial travelers.  

Economic and demographic trends influence commercial lodging demand; the trends that have 

the most direct correlation are changes in FIRE, service, wholesale trade, and total employment; 

occupied office space; and air passenger and/or highway counts. The Putnam County market 

area is enjoying commercial growth, which is generating increased commercial lodging demand.  

Leisure Demand 

The leisure demand segment reflects individuals and families seeking accommodations in the 

area for non-business purposes, which may include sports tourism, sightseeing, shopping, 

outdoor recreation, attending festivals or events in Putnam County, visiting friends and relatives, 

visiting nearby St. Augustine attractions, or numerous other non-business activities. Leisure 

demand is strongest Friday and Saturday nights and all week during holiday periods and the peak 

spring months.  

Adventure/history travel has strong appeal to baby boomers, whose populations are growing in 

Florida. 55Places.com lists the 25 most popular active adult communities in Florida, 20 of which 

are located within a two-hour drive of Crescent City, presenting an opportunity to market 

adventure/history travel to this growing demand segment. Latitude Margaritaville in Daytona 

(located 45 miles from Crescent City) tops the list as the most popular new 55+ Active Adult 

Community in Florida, with 6,900 new homes planned and the first phase quickly selling 412 

homes in 2018 and 578 in 2017 when the project was first announced. With 10,000 homes, On 

Top of the World in Ocala is one of the largest 55+ communities in Florida, and is located 63 miles 

from Crescent City. The Villages spans three counties, and is located about 70 miles from 

Crescent City. Over 60,000 households and 125,000 55+ residents comprise the Villages, one of 

the largest 55+ communities in the nation. It continues to grow at the rate of 200 to 250 new home 

sales per month in 2019. These active adult communities provide a growing source of hundreds 

of thousands of potential adventure/history travelers for Putnam County to attract. Reviews posted 

at tripadvisor.com for hotels in Palatka often indicate leisure travelers enjoying the history or 

recreational opportunities in Putnam County from within a two-hour radius of Crescent City. 
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Putnam County attributes 13.2% of its total jobs to the leisure & Hospitality Industry, a higher 

percentage than most FL counties, but well below the top tourist markets in Florida. Of the state’s 

1.2 million leisure & hospitality employees, about 1,700 are in Putnam County. Tourism is 

Florida’s 5th largest industry, attracting over 126 million visitors in 2018. Putnam County does not 

track attendance at most of its many festivals, events, and tournaments held throughout the year, 

but hotels report increased occupancy in 2019, and the four primary hotels in Palatka 

accommodated over 70,000 room nights in 2018, increasing to an estimated 84,000 by year end 

2019. The Palatka Blue Crab Festival in May 2019 attracted more than 75,000 people during the 

three-day event, according to its organizers, the Palatka Young Professionals. It is likely that 

Putnam County attracts hundreds of thousands of visitors annually to its attractions and events, 

but they are mostly ‘day trippers’ from nearby metropolitan areas. Other Putnam County festivals 

include the Florida Azeala Festival, St. Johns River Catfish Festival, Blueberry Festival, and 

numerous fishing tournaments. 

Putnam County’s Chamber of Commerce has online and print information available for visitors, 

detailing the many recreational opportunities, events, and attractions for visitors to experience. 

The Putnam County Courier Journal publishes an annual Visitors and Newcomers Guide, with 

20,000 copies distributed free of charge by the Putnam County Chamber of Commerce, Palatka 

Welcome Center, Crescent City Hall, real estate agents, tour operators, festivals, lodgings, and 

other entities whose goal is bringing visitors to Putnam County. The Crescent City Historic 

Walking Tour Guide is an excellent resource that should be widely distributed, including Palatka 

and County tourism information centers. 

It is the consultant’s recommendation that more detailed and thorough listings of the tourism 

attractions in Crescent City be created for all print and online information. For example, in the 

Visitor and Newcomers Guide, “Historic Places of Putnam County” should present more of the 

City’s historic architecture, and include pictures of the many historic homes in Crescent City, which 

are more interesing to visitors than commercial buildings. Under the “Crescent City Historic 

District” listing on page 5, it should indicate the following: “there are more than 2 dozen historic 

buildings to see via the Crescent City Historic Walking Tour Guide, available at City Hall, 3 N 

Summit Street (US 17), Crescent City, FL 32122.” It is important to provide addresses for every 

destination, as most people use GPS to find places. Under the Guide’s listings for “Museums, 

Galleries, and Parks” on page 6, no Crescent City lakefront parks are included, and they should 

be, along with addresses so places can be found via GPS. Most visitors will have quit reading by 

page 24, where “Parks, recreational areas and public facilities” are listed, the only place where 

Crescent City’s unique and desirable lakefront parks are briefly mentioned, but addresses, 

detailed descriptions, or attractive pictures are lacking. On page 26, “Places to go, things to do 

outdoors” there is no mention of the many outdoor recreation opportunities in the City of Lake 

Crescent, including Hallie’s Landing and its glass bottom boat tour, paddle boarding and kayaking 

on Lake Stella (used by outfitters from Palataka because it is superior for paddle boarding and 

kayaking than the St. Johns which is too rough), and paddling to Bear Island on Lake Crescent.  
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The Bartram Trail in Putnam County is another excellent example that promotes paddling, hiking 

and biking routes that include Crescent City in its paddling map, but Crescent City’s hiking and 

biking route offerings should be expanded. Crescent City is not even named nor included on the 

Bartram Hiking & Biking Routes Map. Bicyclists are a growing and important niche for Palatka 

inns and hotels, and could be drawn to Crescent City if desirable accommodations and mapped 

routes were made available. 

Tripadvisor.com is used by many travelers to check consumer reviews for lodgings, restaurants, 

and attractions. Currently, the “Things to Do in Crescent City” tab shows very little, and none of 

the top attractions. It also shows the Simpson-Reed Trail as a major attraction – this trail is in 

Crescent City, California! The consultant reported the error to Tripadvisor, and added the Historic 

Walking Tour as a Crescent City attraction, along with a 5-star review. The Tripadvisor site for 

Crescent City needs much more information added, and reviews. 

 The city’s web site, crescentcity-fl.com, has a link 

to “Walking Tour Guide”, but the historic building 

photographs are not easily accessible and only 

seen when hovering a mouse over each number. 

More pictures need to be fully displayed without 

hovering, to entice visitors to visit. There is a 

treasure trove of interesting nostalgic pictures 

accessed via the link Crescent City Historical 

Archive, but visitors need to be given easier and 

more direct access to the best and most interesting 

of the historical pictures. The City’s history and 

historical architecture, and recreational offerings, need to be much more visible and strongly 

promoted at the City website. A redesign is recommended to give visitors easier access to 

information. As an example to emulate, the Palatka website, palatka-fl.gov, has a “Visitor” tab at 

the top of its home page which takes visitors to places to easily find attractions, community events, 

and details on downtown Palatka. 

The Putnam County Chamber of Commerce web site does have the Crescent City Historic 

Walking Tour Guide on its “Brochures” page, but it has been placed at the bottom of the list instead 

of alphabetical order. It should be listed there as “Historic Walking Tour Guide of Crescent City” 

right after “Historic Churches Tour Guide” at the site, since the same visitors would probably be 

interested in both and more likely to see if grouped. Also at the site, the Putnam County Bicycle 

Route map brochure includes only one route in Crescent City, but does not have Lake Stella on 

the map at all, it should be shown as the scenic bike route runs alongside Lake Stella and no one 

would know from looking at the map. Plus, more scenic bike routes that feature Crescent City 

should be added. Bicyclists would love to know about Hallie’s Landing on Lake Stella, a lovely 

place to take a break and enjoy great burgers and wings. 
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6. Projection of Occupancy and Average Rate 

This section presents a summary of the consultant’s forecast of occupancy and average daily 

rate (ADR) for the Subject property, based on market research conducted in the course of this 

study, and application of market penetration and/or build up methodology. The forecast 

presented herein reflects an operating strategy that would be implemented by a competent hotel 

management team to achieve an optimal mix of occupancy and ADR (i.e., yield management) 

as measured by Revenue per Available Room (RevPAR).  

National Lodging Highlights 

Through mid-2019, the US lodging industry’s up cycle momentum that began in 2010 continues, 

albeit at a slower pace, buoyed by growth in the US economy. CBRE Hotels reports that, if 

growth continues as projected into 2020, it will mark a 10-year period of uninterrupted RevPAR 

growth, something US hoteliers have never experienced in the past 90 years of record keeping. 

Smith Travel Research (STR) presents the following operating statistics for the US lodging 

industry for 2019 through June, continuing the record run, with RevPAR higher: 

 

However, in August 2019, geopolitical and macroeconomic issues are causing concern for large 

international corporations, with a drop in transient business travel noted during the second 

quarter of 2019, which was offset by continued strong leisure demand. STR’s lodging forecast 

anticipates supply growth increasing 1.9% in 2019, the long term average, and 2019 occupancy 

of about 66%, largely unchanged from 2018. Demand growth is expected to be highest in the 

Midscale and Upper Midscale sectors. ADR growth is expected to match the year-end 2018 

annual inflation rate of 1.9%, with a resulting 2.0% growth in RevPAR. The following tables 

present a summary of US lodging activity compiled by Smith Travel Research, Inc. (STR). 
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Airbnb poses a threat to hotel operations 

in some markets, and its ability to erode 

market share, as well as book hotels from 

its platform, is likely to increase in the 

future, with seven new categories for 

booking. 

 

 

CBRE cautions that despite record occupancy levels, ADR growth continues to challenge 

hoteliers, due to increased supply growth, low inflation, the sharing economy (Airbnb), revenue 

management beyond RevPAR and book-direct, best-price guarantees that all exert downward 

pressure on the ability of operators to raise rates. However, CBRE research indicates that US 

gross domestic product, employment, and income growth for the next two years should support 

lodging demand growth of two percent or more per year, with occupancy levels expected to 

remain near their peak. 

US hotel industry revenue topped an estimated $208 billion in 2017, with gross operating profit 

of $77 billion. On a per-available-room basis, house profit reached an all-time high, exceeding 

the previous peak in 2007.  
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Occupancy Penetration Forecast 

Occupancy is forecasted by estimating the subject proposed hotel’s occupancy penetration by 

market segment (leisure, commercial, and meeting & group) for each year of the forecast 

period. Penetration rates for the subject hotel have been determined based on the historical 

performance of similar hotels in the micro and macro marketplace, and taking into account the 

competitive advantages and disadvantages as outlined previously in this report. 

The subject’s forecasted market share and occupancy levels are based upon its anticipated 

competitive position within the designated competitive set, as quantified by the occupancy 

penetration rate. The occupancy penetration rate is the ratio of a property's market share to its 

fair share of market demand accommodated by its competitive set. In this equation, market 

share represents that portion of total market demand accommodated by a property and fair 

share represents each subject hotel's portion of the total supply (calculated as the subject's 

room count divided by the total supply of the market at large). A property achieving 100% of its 

fair share will achieve occupancy on par with that achieved by its competitive set; if its market 

share falls above or below its fair share, its corresponding market penetration rate will be above 

or below 100%. Penetration rates can be calculated for each market segment of a property, and 

for the property as a whole.   

Penetration rates for the subject hotel and the selected competitive hotels have been forecasted 

based upon the historical performance of each property and the changes foreseen in the 

marketplace going forward. The following tables set forth, by market segment, the projected 

stabilized penetration rates for the subject property and each hotel in the competitive set. The 

subject hotel is projected to be open as of January 1, 2022, and stabilized as of January 1, 

2025. The table below presents the current estimated lodging demand in the area. 

Estimated Market Area Accommodated Demand by Segment 

Estimated Marketwide 

Market Segment

Leisure 28,074 33 %

Commercial 45,032 54

Meeting & Group 10,714 13

Total 83,821 100 %

Source: Nichols Hospitality Consulting, Inc.

Accommodated 

Demand

Percentage 

of Total
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Leisure Segment Occupancy Penetration Forecast (Stabilized Year 4) 

Property

Number of 

Rooms Fair Share

Projected 

Penetration

Projected 

Market Share

Projected 

Capture

Hampton Inn Palatka 69 19.5 % 90.0 % 18.4 % 5,957

Best Western Palatka 54 15.3 100.0 16.0 5,180

Holiday Inn Express & Suites Palatka 72 20.4 95.0 20.3 6,561

Quality Inn & Suites Palatka 118 33.4 70.0 24.5 7,923

Crescent City Boutique Hotel 40 11.3 175.0 20.8 6,715

Totals 353 100.0 % 100.0 % 100.0 % 32,336

Source: Nichols Hospitality Consulting, Inc.  

The Subject proposed hotel is projected to achieve a stabilized leisure segment penetration rate 

of 175%, yielding about 6,715 annual room nights, or 65% of total accommodated demand. This 

high penetration level, well above 100%, reflects the fact that the proposed hotel will cater 

extensively to the leisure segment, due to the lack of a strong commercial demand base in 

Crescent City; this segment comprises the majority of the Palatka lodging market. Commercial 

demand is most often site specific, as commercial travelers prefer accommodations located in 

close proximity to local businesses that generate business travel demand. Commercial-oriented 

hotels are less dependent upon leisure demand, which in the market area can be weaker during 

weekdays, but very strong on weekends, along with extreme seasonal fluctuations as presented 

earlier in this report.  

Leisure guests are expected to be attracted to the appeal of the subject’s historic themed 

architecture, small town charm, lake proximity and views, as well as desirable all-new guest 

rooms and suites. Its location within walking of downtown Crescent City’s restaurants, shopping, 

and history, as well as both Lake Stella and Crescent Lake, will appeal to leisure guests.  

Putnam County attributes 13.2% of its total jobs to the leisure & Hospitality Industry, a higher 

percentage than most FL counties, but well below the top tourist markets in Florida. Of the 

state’s 1.2 million leisure & hospitality employees, about 1,700 are in Putnam County.  

A December 2018 report by the Florida Legislature Office of Economic and Demographic 

Research indicates that baby boomer populations are increasing across the state, especially in 

central Florida. Baby boomers have a strong interest in overnight getaway trips within a few 

hours’ drive of their residence, and reflect a growing market for a hotel in Crescent City to 

attract. 

The proposed hotel’s management team will also want to consider capturing leisure demand 

through participation in organizations, programs and grants offered by entities such as Visit 

Florida, the state’s official tourism industry marketing corporation. For example, Putnam County 

has produced marketing literature and web information highlighting the Bartram Trail in Putnam 
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County with a grant from the Florida Humanities Council, with funds from the National 

Endowment for the Humanities and Visit Florida. 

Crescent City is located 70 miles north of Orlando, the most visited destination in the United 

States. A record breaking 75 million tourists traveled to Central Florida in 2018, the first in the 

US to pass 70 million visitors in one year, according to Visit Orlando, up from 72 million in 2017, 

68 million in 2016 and 66 million in 2015. If only 1/4 of 1% or .0025% of these visitors desire a 

nature/history travel experience and seek out Putnam County as an overnight destination that 

reflects a potential 187,500 visitors. The 40-room Subject would have 14,600 total available 

room-nights to fill. The proximity of Crescent City to one of the world’s most popular leisure 

destinations should be addressed in the proposed hotel’s marketing plan.  

Domestic leisure travelers, the majority of which travel via personal vehicle to the Orlando area, 

reflect the vast majority or 83% of total domestic overnight visitors.  These visitors may also be 

inclined to take the scenic US Hwy 17 route through Florida and spend a night in Crescent City 

enroute to their final destination, if made aware of lodging available there and are made aware 

of this option as they make their travel plans. 

As noted earlier, 82% of prospective leisure travelers use the Internet as the primary destination 

and travel information source; it is important that a strong Internet presence underpin the 

proposed subject hotel’s marketing strategy. However, care must be taken not to allow OTA 

channels (like Expedia and Priceline) to dominate too large a share of room revenue via 

booking commissions. 

Commercial Segment Occupancy Penetration Forecast (Stabilized Year 4) 

Property

Number of 

Rooms Fair Share

Projected 

Penetration

Projected 

Market Share

Projected 

Capture

Hampton Inn Palatka 69 19.5 % 120.0 % 25.2 % 12,396  

Best Western Palatka 54 15.3 95.0 15.6 7,680  

Holiday Inn Express & Suites Palatka 72 20.4 115.0 25.2 12,396  

Quality Inn & Suites Palatka 118 33.4 80.0 28.7 14,133  

Crescent City Boutique Hotel 40 11.3 43.0 5.2 2,575  

Totals 353 100.0 % 100.0 % 100.0 % 49,181

Source: Nichols Hospitality Consulting, Inc.  

The Subject proposed hotel is projected to achieve a stabilized commercial segment 

penetration rate of 43%, yielding about 2,575 annual room nights, or 25% of total 

accommodated demand. The commercial market segment is strong in the Palatka market area, 

accounting for nearly half of the accommodated demand within the competitive set. The 

commercial market segment consists of vendors, sales representatives, corporate executives, 

and other business professionals visiting area business establishments, as discussed earlier in 

the Market Area Analysis section of this report. In Putnam County and Palatka, commercial 
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lodging demand is mostly generated by Georgia Pacific, the St. Johns River Water Management 

District office, Seminole Electric Cooperative, Veritas Steel, Continental Building Products, and 

numerous small businesses. Some business travelers, especially sales representatives 

covering large regional territories, may prefer Crescent City as a central location to make sales 

calls from Palatka (30 minutes to the north) to Deland (30 minutes to the south) along US Hwy 

17. 

 Most corporate travelers prefer to stay close to their business destination, and many prefer 

major brand hotels that offer rewards programs. Thus, the hotels in Palatka will enjoy a much 

stronger commercial penetration rate than the Subject. 

Meeting & Group Segment Occupancy Penetration Forecast (Stabilized Year 4) 

Property

Number of 

Rooms Fair Share

Projected 

Penetration

Projected 

Market Share

Projected 

Capture

Hampton Inn Palatka 69 19.5 % 45.0 % 8.8 % 1,033  

Best Western Palatka 54 15.3 45.0 6.9 808  

Holiday Inn Express & Suites Palatka 72 20.4 45.0 9.2 1,078  

Quality Inn & Suites Palatka 118 33.4 200.0 67.1 7,851  

Crescent City Boutique Hotel 40 11.3 70.0 8.0 931  

Totals 353 100.0 % 100.0 % 100.0 % 11,701

Source: Nichols Hospitality Consulting, Inc.  

The Subject proposed hotel is projected to achieve a stabilized meeting & group segment 

penetration rate of 70%, yielding about 931 annual room nights, or 9% of total accommodated 

demand. The proposed hotel is forecasted to achieve a stabilized meeting & group segment 

penetration rate of 70%. This penetration estimate, while low in comparison to the larger hotels 

in Palatka with some meeting space, reflects the positive impact of the subject property’s 

recommended +1,500 square feet of meeting space, plus opportunities for outdoor functions at 

nearby lakefront parks or historic buildings.  A 1,500-square-foot meeting room would have the 

following capacities: 150 people for receptions; 125 for banquets using 5’ round tables; and 62 

for classroom style seating. 

This analysis results in the following projected market penetration levels for the Subject 

Property. 
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Overall Projected Occupancy Penetration Rates (Stabilized Year 4) 

Property

Number of 

Rooms Fair Share

Projected 

Market Share

Adjusted 

Penetration

Projected 

Capture

Hampton Inn Palatka 69 19.5 % 20.8 % 106.4 % 19,386  

Best Western Palatka 54 15.3 14.7 95.9 13,669  

Holiday Inn Express & Suites Palatka 72 20.4 21.5 105.4 20,035  

Quality Inn & Suites Palatka 118 33.4 32.1 96.0 29,907  

Crescent City Boutique Hotel 40 11.3 11.0 96.8 10,221  

Totals 353 100.0 % 100.0 % 100.0 % 93,218

Source: Nichols Hospitality Consulting, Inc.

  

The proposed independent hotel is expected to achieve overall stabilized occupancy 

penetration of about 97%, slightly below its “fair share” of 100%, and lower than the major brand 

hotels in the comp set, due to the competitive advantages enjoyed by the Palatka properties as 

presented earlier in this report. 

Occupancy Penetration Forecast for the Subject Proposed Hotel 

The subject’s occupancy was forecasted by estimating the proposed hotel’s occupancy 

penetration by market segment (i.e., commercial, leisure, group & meeting) for each year of the 

forecast period. Penetration rates for the subject and competitive hotels were projected based 

upon historical performance and/or the conditions foreseen in the marketplace going forward. 

Considerations such as brand, location, facilities and amenities offered, age or condition, and 

management have been weighed. 

Based on the consultant’s analysis summarized in this report, the subject’s occupancy is 

projected by estimating the hotel’s occupancy penetration by market segment for each year of 

the forecast period. The results are used as a basis for the forecast of occupancy penetration 

rates for the subject. 

This analysis results in the following projected occupancy levels for the Subject Property. The 

2022 projected growth actually reflects three years, 2019 to 2022.  

The consultant has analyzed the competitive strengths and weaknesses of the Subject 

proposed hotel in order to forecast market penetration levels by market segment, with the 

following primary considerations: 

1. Independent Hotel Status: The Subject, as an unaffiliated hotel, will likely be at a 

competitive disadvantage to the branded hotels within the comp set. At only 40 rooms, it is 

unlikely to qualify for either a soft or hard brand affiliation. However, operating as an 
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independent gives the Subject freedom from rigid franchise design standards and a ‘cookie 

cutter’ look. A strong marketing presence on the Internet will be essential to a successfully 

promoting the hotel, due to the lack of brand franchise system marketing. 

2. Crescent City Location:  This is a strength for drawing leisure travelers, and a weakness 

for drawing commercial travelers. The Subject will be at a competitive disadvantage to the 

hotels located in Palatka due to the existence of a strong commercial lodging demand base 

there, which provides a steady year round source of lodging demand and accounts for over 

half of total accommodated demand. However, the Crescent City location is a competitive 

advantage as a desirable destination for leisure travelers seeking an authentic Olde Florida 

or adventure/history/nature experience.  

3. Meeting Space: The Subject is expected to become a preferred location for Putnam 

County weddings, social events, and meetings. Meeting and banquet facilities will include 

approximately +1,500 square feet under air conditioning. There are numerous additional 

nearby lakefront outdoor event venues available, which are extremely popular with wedding 

parties at Florida hotels, and greatly increases the subject’s ability to host wedding groups 

and other social groups. 

4. Latest Technology/Social Media: It is recommended that the Subject hotel offer the latest 

in hotel technology (including high speed WiFi) for ease of check in, safety and convenience 

for its guests, and embrace social media and smartphone technology to build loyalty, attract 

and retain customers. Social media sites like Facebook, Twitter, and TripAdvisor are 

commonly used by travelers to select hotels. Hoteliers are using apps to help guests 

manage bookings and offering interactive maps/GPS to increase occupancy and enhance 

the guest experience. 

5.  New Guest Rooms: Hotel guests prefer to stay at the newest accommodations they can 

find to suit their travel budget. The Subject will offer the newest rooms in the market, some 

with lake views, which should help the hotel to ramp up its occupancy and ADR and give it a 

competitive ‘newness’ advantage for several years.  

6. Accessibility: The Subject site is located directly on US Hwy 17, the major north-south 

artery in Putnam County, with an average daily vehicle count in Crescent City of 9,900 in 

2018. US Hwy 17 averages about 6,100 vehicles per day south of Crescent City, and 8,000 

vehicles per day north of Crescent City (population 1,555). In comparison, the bridge over 

the St. Johns River in Palatka averages about 32,500 vehicles per day. Palatka provides 

east-west routes connecting with St. Augustine and I-95 to the east and Gainesville and I-75 

to the west, and provides the closest east-west routes for Crescent City. 
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Subject Property's Projected Occupancy 

Lodging Market Segment

Leisure

Potential Demand 28,074 31,385 31,699 32,016 32,336

Subject Property Market Share 17.7 % 18.9 % 20.3 % 20.8 %

Subject Property Capture 5,564 5,999 6,497 6,715

Subject Property Penetration 156.4 % 167.0 % 179.1 % 183.3 %

Commercial

Potential Demand 45,032 47,734 48,212 48,694 49,181

Subject Property Market Share 4.9 % 5.0 % 5.1 % 5.2 %

Subject Property Capture 2,333 2,413 2,493 2,575

Subject Property Penetration 43.1 % 44.2 % 45.2 % 46.2 %

Meeting & Group

Potential Demand 10,714 11,357 11,471 11,586 11,701

Subject Property Market Share 6.4 % 6.9 % 7.4 % 8.0 %

Subject Property Capture 723 792 861 931

Subject Property Penetration 56.2 % 60.9 % 65.6 % 70.2 %

Total Room Nights Captured 8,620 9,203 9,851 10,221

Available Room Nights 14,600 14,600 14,600 14,600

Subject Property Projected Occupancy 59 % 63 % 67 % 70 %

Marketwide Available Room Nights 114,245 128,845 128,845 128,845 128,845

Subject Property Fair Share 11 % 11 % 11 % 11 %

Marketwide Occupied Room Nights 84,399 90,477 91,382 92,295 93,218

Subject Property Market Share 10 % 10 % 11 % 11 %

Marketwide Average Occupancy 74 % 70 % 71 % 72 % 72 %

Subject Property Market Penetration % 84 % 89 % 94 % 97 %

*Stabilized Year

Source: Nichols Hospitality Consulting, Inc.

2022 2023 2024 2025*2019

 

Based on this analysis, the subject property is projected to achieve occupancy of 59% in Year 

One, 63% in Year Two, 67% in Year Three and stabilized occupancy of 70% in Year Four. This 

is based on market penetration of 84% in year one, 89% in year two, and stabilizing at 97% in 

year four, or slightly below its fair share, occupancy wise. The subject property’s projected 

occupancy performance is considered to be appropriate given local lodging dynamics, its 

independent status versus major brand competitors, facilities, rate structure, location, and 

market orientation.  

The proposed hotel is expected to stabilize at 70% occupancy in Year Four of the projection 

period. Stabilized occupancy is intended to reflect the anticipated results of the Subject over its 

remaining economic life, given any and all changes in its life cycle. The stabilized occupancy 

excludes from consideration any abnormal relationship between supply and demand, as well as 

any nonrecurring conditions that may result in unusually high or low occupancies. Although the 

Subject may operate at occupancies above this stabilized level, it is equally possible for new 
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competition and temporary economic downturns to force the occupancy below this selected 

point of stability. 

Based on analysis of local lodging demand generators, it is anticipated that the subject property 

will generate approximately 66% of its accommodated demand from the leisure segment, 25% 

from the commercial segment, and 9% from the meeting & group segment.  

Subject Property's Projected Market Segmentation  

Leisure 65 % 65 % 66 % 66 %

Commercial 27 26 25 25

Meeting & Group 8 9 9 9

Total 100 % 100 % 100 % 100 %

Source: Nichols Hospitality Consulting, Inc.

2024 20252022 2023

 

Average Daily Rate Analysis 

Average daily rate (ADR) is calculated by dividing the total room revenue achieved during a 

specified period by the number of rooms sold or occupied during the same period. A hotel's 

average room rate is the weighted average of the various amounts charged to different market 

segments, such as rack rates, published rates, commercial rates, government per diem rates, 

contract rates, and complimentary rooms are factored in as well. The average rate also takes 

into account differentials during peak and off-peak periods, including various seasons of the 

year, holidays, and weekends.  Different types of rooms may also command varying rates, and 

thus have an impact on the overall average rate.  

The property’s average rate was projected using a competitive positioning method. The average 

rates achieved by the subject property and/or its competitors were analyzed. These rates 

establish a range that reflects certain characteristics of both the brand and the specific market, 

such as price sensitivity, demand orientation, and occupancy. The subject property's average 

rate is then projected based on analysis of such factors as size, quality, facilities, amenities, 

market orientation, location, management, image, and affiliation, in comparison to its 

competitors.  

The following table summarizes projected average rates and room revenue by market segment 

for the subject proposed hotel. 
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Projected ADR by Market Segment for Proposed Hotel 

Base Year

Leisure

Average Rate Growth — 9.0 % 4.0 % 3.0 % 2.5 %

Captured Room Nights 5,564 5,999 6,497 6,715

Rooms Revenue $721,687 $809,253 $902,709 $956,308

Subject Hotel Average Rate $119.00 $129.71 $134.90 $138.95 $142.42

Commercial

Average Rate Growth — 9.0 % 4.0 % 3.0 % 2.5 %

Captured Room Nights 2,333 2,413 2,493 2,575

Rooms Revenue $277,241 $298,130 $317,321 $335,919

Subject Hotel Average Rate $109.00 $118.81 $123.56 $127.27 $130.45

Meeting & Group

Average Rate Growth — 9.0 % 4.0 % 3.0 % 2.5 %

Captured Room Nights 723 792 861 931

Rooms Revenue $77,982 $88,845 $99,555 $110,362

Subject Hotel Average Rate $99.00 $107.91 $112.23 $115.59 $118.48

Total

Average Rate Growth — 9.0 % 4.0 % 3.1 % 2.4 %

Captured Room Nights 8,620 9,203 9,851 10,221

Rooms Revenue $1,076,910 $1,196,228 $1,319,586 $1,402,589

Subject Hotel Average Rate $114.62 $124.93 $129.98 $133.95 $137.22

Subject Hotel ADR Penetration 110.1 % 111.2 % 111.3 % 111.2 %

Marketwide Average Rate Growth — 9.0 % 3.0 % 3.0 % 2.5 %

Marketwide Average Rate $104.12 $113.49 $116.89 $120.40 $123.41

Note: 2022 rate growth reflects 3 years, 2019 - 2022.

Source:  Nichols Hospitality Consulting, Inc.

2019 2022 2023 2024 2025

 

Based on market segment analysis, Nichols Hospitality Consulting, Inc. has projected an ADR 

for the proposed hotel of $114.62 if it were open and stabilized today, in 2019 dollars. This is 

bracketed slightly below the Hampton Inn and Holiday Inn Express & Suites Palatka, both in the 

range of $115-$120, currently the highest ADR achieved in the local area.  

The STR custom Trend report indicates that annual ADR growth averaged 7.1% in 2018, and 

4.8% for the year-to-date 2019. Going forward, conservatively forecasting approximately 3.0% 

annual average growth results in a total increase of 9.0% for the market between 2019 and 

2022 (three years).  The compound average annual growth by segment, as shown in the 

previous table, based on the calculated ADR by market segment, yields a blended total ADR in 

Forecast Year One (commencing January 1, 2022) of $124.93 ADR is forecast to increase 4.0% 

in Year Two and 3.1% in Year Three. A base underlying inflation rate of 2.5% has been applied 

upon stabilization and thereafter.  

Based on the consultant’s analysis, the following table presents the forecast of occupancy and 

average rate for the subject. 
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Forecast of Occupancy and Average Rate, Proposed Hotel 

Year RevPAR

1 59 % $124.93                  --- % $73.71

2 63 % $129.98 4.0 % $81.89

3 67 % $133.95 3.1 % $89.75

Stabilized 70 % $137.22 2.4 % $96.05

5 70 % $140.65 2.5 % $98.46

Source: Nichols Hospitality Consulting, Inc.

Occupancy

Average Rate 

Forecast Average Rate Increase
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7.  Financial Forecast 

Premise of the Forecast  

This analysis presents an operating pro forma for the proposed Subject independent +40-room 

upper midscale boutique hotel located in Crescent City, Florida. The opening date is assumed to 

be January, 2022. It is assumed that the hotel will be granted a liquor license via Conditional Use 

Permit by the City; and operated and marketed by a professional hotel management company 

throughout the period of these projections. This forecast assumes that pre-opening marketing will 

commence at least six (6) months prior to the opening of the hotel.  

In order to prepare statements of income and expense for the subject, actual income and expense 

statements for comparable hotel properties were analyzed by the consultant, along with selected 

data from the Smith Travel Research HOST Almanac: US Hotel Operating Statistics Study. Hotel 

operating statistics as similar as possible to the projected ADR and occupancy for the subject 

were analyzed, as the projected revenue stream provides the basis for most expense calculations. 

The STR data was cross-checked by the consultant with actual hotel operating statements for 

comparable properties (which are proprietary and cannot be identified herein) to determine 

reasonableness and appropriateness of each line item. 

For comparability purposes, whole dollar amounts (presented in thousands) have been analyzed 

and presented as PAR (Per Available Room) and POR (Per Occupied Room). Differing line items 

require different comparative analysis; some are best analyzed as a percentage of revenue, some 

line items are compared PAR, and some POR. The consultant has selected the appropriate 

methods of comparison for each line item in the following forecast. 

The forecast of income and expense reflects the consultant’s subjective estimate of how a 

knowledgeable hotel investor would project the Subject Property's future operating results, 

including consideration of the dynamics of the local market and national economy.  

The forecast is based on Base Year 2019, and inflated each year. Year One reflects 2022, with 

three years of inflationary and real economic growth considered between the Base Year and Year 

One. 

Fixed and Variable Component Analysis 

A fixed and variable component model is used to project a lodging facility's revenue and expense 

levels (excluding room revenue, which is based on projected occupancy and average rates). This 

model is based on the premise that hotel revenues and expenses have one component that is 

fixed and another that varies directly with occupancy and facility usage. A projection can be made 

by taking a known level of revenue or expense and calculating its fixed and variable components. 

The fixed component is then held constant, while the variable component is adjusted for the 
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percent change between the projected occupancy and facility usage and that which produced the 

known level of revenue or expense.  

The following table illustrates the revenue and expense categories that can be projected using 

this fixed and variable component model.  

Range of Fixed and Variable Ratios  

 

Inflation Assumption 

A rate of inflation must be established that will be applied to most revenue and expense 

categories. The following table shows inflation estimated by the Consumer Price Index (CPI-U).   

CPI-U Inflation History 

 

Selected

Category Percent Fixed Percent Variable Index of Variability Fixed Ratio

Departmental Expenses

   Rooms 30 - 50 50 - 70 Occupancy 60

   Food & Beverage 35 - 60 40 - 65 Food & Beverage Revenue 40

Undistributed Operating Expenses

   Administrative & General 65 - 85 15 - 35 Total Revenue 75

   Marketing 65 - 85 15 - 35 Total Revenue 70

   Franchise Fees 0 100 Occupancy 0

   Property Operations & Maintenance 55 - 75 25 - 45 Total Revenue 60

   Utilities 70 - 90 10 - 30 Total Revenue 75

Management Fee 0 100 Total Revenue 0

Fixed Expenses

   Property Taxes 100 0 Total Revenue 100

   Insurance 100 0 Total Revenue 100

   Reserve for Replacement 0 100 Total Revenue 0

Source:  Nichols Hospitality Consulting, Inc.

National Consumer Percent Change

Year Price Index from Previous Year

1988 118.3 —  %

2008 215.3 3.8

2009 214.5 (0.4)

2010 218.1 1.7

2011 224.9 3.2

2012 229.6 2.1

2013 233.0 1.5

2014 234.8 0.8

2015 236.5 0.7

2016 241.4 2.1

2017 246.5 2.1

2018 251.6 2.1

Avg. Annual Comp. Change,

1988-2018 2.5 %

2008-2018 1.6

Source: Bureau of Labor Statistics, US City Average (CPI-U)



Nichols Hospitality Consulting, Inc.                       Proposed Boutique Hotel, Crescent City, FL                             Financial Forecast 7-3 

Because the value of real estate is predicated on cash flows over a relatively long period, inflation 

should be considered from a long-term perspective. From 1988 to 2018, the national CPI-U 

increased at an average annual compounded rate of 2.5%; and from 2008 to 2018, the average 

annual compounded rate declined to 1.6%. In consideration of these historical trends, the 

projections set forth above, and assessment of probable property appreciation levels, an 

underlying inflation rate of 2.5% for all revenue and expense items has been applied for each 

projection year. 

Forecast of Income and Expense 

Each revenue and expense item has been projected based upon a review of comparable income 

and expense statements, taking into account the unique attributes of the Subject. The following 

forecast is based upon calendar years beginning January 1, 2022 for the proposed hotel, 

expressed in inflated dollars for each year.  

Rooms Revenue 

Rooms revenue is determined by two variables: occupancy and average daily rate (ADR), as 

previously analyzed and detailed in this report. Based on the preceding analysis presented in this 

report, the following table presents the forecast of occupancy and average rate, with occupancy 

stabilization achieved in Year Four.  

Forecast of Occupancy and Average Rate to Stabilization 

 

Following the stabilized year 2025, the Subject’s average rate is projected to increase along with 

the underlying rate of inflation, or 2.5%.  

Food & Beverage Revenue 

Food and beverage facilities assumed for this forecast include a 15- to 25-seat lobby bar serving 

a full array of alcoholic beverages and light snacks. A significant portion of F&B revenue is 

expected to be generated by the recommended 1,500-square foot meeting and banquet room. 

Based on the consultant’s analysis of comparable data and the subject hotel’s facilities, food and 

beverage revenue is projected at $7,282 PAR or $33.82 POR (including banquet revenue that 

will not include hotel room rentals) in Forecast Year One.  

 

Year RevPAR

2019 $114.12                  --- %

2022 59 % $124.93 9.5 % $73.71

2023 63 % $129.98 4.0 % $81.89

2024 67 % $133.95 3.1 % $89.75

2025 70 % $137.22 2.4 % $96.05

Source: Nichols Hospitality Consulting, Inc.

Occupancy Average Rate Average Rate Increase
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Miscellaneous Income (Net) 

Revenue accruing to this category for the Subject Property includes income generated by 

communications (including complimentary Internet and telephone), sundry shop sales, laundry 

and valet commissions, vending machine commissions, ATM commissions, in-room movies, and 

miscellaneous charges and income. Based on analysis of comparable data, projected other 

income equates to $3.47 POR for the subject hotel in Forecast Year One. 

Rooms Expense 

Rooms expense consists of items related to the sale and upkeep of guestrooms and public space. 

Salaries, wages, and employee benefits account for a substantial portion of this category. 

Although payroll varies somewhat with occupancy (managers can schedule maids, valet 

personnel, and housekeeping staff according to demand requirements), much of a hotel's payroll 

is fixed. Front desk personnel, public area cleaners, the executive housekeeper, and other 

supervisors must be maintained at all times. As a result, salaries, wages, and employee benefits 

are only moderately sensitive to changes in occupancy. Commissions and reservations expenses, 

including OTA commissions, are usually based on room sales, and thus are highly sensitive to 

changes in occupancy and average rate.  Guest toiletry supplies vary with occupancy; linens, 

towels and other operating expenses are only slightly affected by volume.  

Stabilized rooms expense for comparable properties typically range from 20.0% to 26.0% of 

rooms revenue. Based on analysis of comparable data, rooms expense has been projected to 

decrease from 24.5% of rooms revenue in Year 1 to stabilize at 22% of rooms revenue in Year 4. 

This reflects $30.60 POR in Year One. 

Food & Beverage Expense 

Food and beverage (F&B) expense consists of items necessary for the operation of the Subject 

hotel's food and beverage facilities, including both supplies and labor. The major source of food 

& beverage income at the subject hotel is expected to be banquet revenue, which generally 

produces high profit margins in the range of 20% to 30%, much more profitable than restaurant 

revenue (which often just breaks even) and highly profitable beverage revenue, which often 

produces high profit margins in the range of 30% to 40%. Based on the consultant’s analysis of 

comparable data, which reflects total F&B expense of 7o% to 75%, food and beverage expense 

is projected at 73.7% of F&B revenue in Forecast Year One, decreasing to and stabilizing at 

70.0% of food and beverage revenue in Forecast Year Four.  

Administrative and General Expense 

Administrative and general expense includes the salaries and wages of all administrative 

personnel who are not directly associated with a particular department. Expense items related to 

the management and operation of the property are also allocated to this category. Most 

administrative and general expenses are relatively fixed. The exceptions are cash overages and 

shortages; commissions on credit card charges; provision for doubtful accounts, which are 
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moderately affected by the number of transactions or total revenue; and salaries, wages, and 

benefits, which are very slightly influenced by volume. Comparable properties indicate A&G 

expense typically ranging from 9.0% to 12.0% of total revenue. For the subject small 40-room 

hotel, this expense has been projected at 13.8% of total revenue in Forecast Year 1, declining to 

and stabilizing at 12.0% of total revenue in Forecast Year 3.  

Marketing Expense 

Marketing expense consists of all in-house costs associated with advertising, sales, and 

promotions to attract and retain customers, especially group sales. Marketing can be used to 

create an image, develop customer awareness, and stimulate patronage of a property's various 

facilities, especially its meeting space. An adequately funded and targeted marketing plan 

executed by a hotel sales professional will be essential to facilitate the successful marketing of 

the subject, particularly to attract meeting/group demand and banquets.  Marketing expense for 

the subject hotel has been projected at 11.6% of total revenue or $162,000 in Forecast Year One, 

decreasing to a stabilized level of 10.2% of total revenue in Year 4.  

Property Operations & Maintenance Expense 

Newly constructed properties such as the subject are protected for several years by modern 

equipment and manufacturers' warranties. The quality of construction can also have a direct 

impact on future maintenance requirements, and the use of high-quality building materials and 

construction methods can reduce maintenance expenditures over the long term. Comparable data 

for similar properties indicate this expense ranging from 4.0% to 6.0% of total revenue (excluding 

capital improvements, reflected in the Reserve for Replacement line item). This expense has been 

forecast at 4.0% of total revenue in Year One, increasing to a stabilized level of 5.8% of total 

revenue.  

Utilities Expense 

This expense is typically comprised of electricity (60% to 65% of total expense), water & sewer 

(17% to 23% of total), gas (10% to 15%), and waste disposal (3% to 7%). Typical hotel equipment 

usage for properties located in the Southeastern US is dominated by cooling (46% of KWh); 

internal lighting (19%); water heating/cooking/refrigeration (11%); motors/air compressors (5%); 

external lighting (4%); and office equipment/miscellaneous (9%). While utility expense varies due 

to local energy costs, electricity and water are generally the two dominant expenses. Comparable 

stabilized properties indicate typical utility costs ranging from 4.0% to 6.0% of total revenue. Total 

utility expense for the subject is estimated to reflect 6.4% or $10.46 POR in Year One, decreasing 

to a stabilized level of 5.6% of total revenue.  

Information & Technology Systems Expense 

Information & technology systems expense consists of the cost of providing wireless Internet 

service for guests, along with the cost of cable TV and telephone. Comparable stabilized 

properties indicate typical expense for this category ranging from 0.7% to 1.5% of total revenue. 

This expense for the subject is estimated to reflect 1.0% of total revenue. 
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Management Fee Expense 

Management expense consists of the basic fee paid to a professional hotel management 

company to operate the Subject Property. Although most hotel management companies employ 

a fee schedule that includes a basic fee (usually a percentage of total revenue) and an incentive 

fee (usually a percentage of defined profit), the incentive portion is generally subordinated to debt 

service and does not appear in this forecast of net income before debt service. Fees paid to hotel 

management companies which provide management expertise but no brand identity typically 

range from 3.0% to 4.0% of total revenue. A market-oriented base management fee of 3.0% has 

been applied in this forecast. 

Property Tax Expense 

The Putnam County Property Appraiser is responsible for the assessments for all real property 

located in Putnam County.  The subject site is located within the City of Crescent City, which has 

a millage rate of 8.5914, scheduled to be reduced to 7.4914 in 2020, according to City Manager 

Patrick Kennedy. Putnam County has a current millage rate of 17.1058 for both real estate and 

tangible personal property (hotel furniture, fixtures and equipment). A base combined millage rate 

is estimated at 24.5972 for the purposes of this analysis, but millage rates could change. 

According to the Property Appraiser’s office, assessed value for tax purposes is determined by a 

combination of standard appraisal approaches, including Sales and Income Capitalization. For 

comparison purposes, the 69-room Hampton Inn Palatka, which opened in 2016, is assessed at 

$4,046,930 or $58,651 per room (excluding tangible personal property, FF&E). The upper 

midscale Hilton branded Hampton Inn paid $90,566 in real property taxes in 2018. The proposed 

Subject will be an upper midscale hotel, so a similar assessment may be warranted. At $60,000 

per room, plus an estimated $10,000 per room for FF&E, an estimated assessed value of $70,000 

per room yields a projected improvement value for tax purposes of $2,800,000. Based on the 

estimated millage rate, and assuming the Subject is complete and operational on January 1, this 

would result in an annual tax bill of approximately $69,000 in Year One, which will be applied in 

this forecast.  

Insurance Expense 

The insurance expense category consists of the cost of insuring a hotel and its contents against 

damage or destruction by fire, weather, sprinkler leakage, boiler explosion, plate glass breakage, 

and so forth. General insurance costs include liability premiums, fidelity, and theft coverage. 

Insurance rates are based on many factors, including building design and construction, fire 

detection and extinguishing equipment, fire district, and flood zone. Comparable properties’ 

insurance expense ranges from approximately $300 to $700 PAR. The Subject Property's 

insurance expense is estimated at $431 per available room or $17,240 in Year One. 

Reserve for Replacement 

Furniture, fixtures, and equipment are essential to hotel operations, and their quality often 

influences a property's class. This category includes all non-real estate items that are capitalized, 
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rather than expensed. The furniture, fixtures, and equipment of a hotel are exposed to heavy use 

and must be replaced at regular intervals. The useful life of these items is determined by their 

quality, durability, and the amount of use. The International Society of Hospitality Consultants 

(ISHC) undertook a major industry-sponsored study of the capital expenditure requirements for 

hotels. The findings of the study were published in Cap Ex, A Study of Capital Expenditure in the 

US Hotel Industry. The historical capital expenditures of well-maintained hotels were investigated 

through the compilation of data provided by most of the major hotel companies in the United 

States. Hotel lenders, franchisors and investors typically require reserves for replacement ranging 

from 3% to 5% of total revenue; as an independent hotel, the Subject can choose the level of 

reserves to fund, or can choose to fund capital expenditures from operating income. Reserves for 

replacement have been forecasted at 3% of total revenue per year, after a ramp up of 1% in Year 

1, 2% in Year 2 and 2.5% in Year 3 (stepping up reserves in newly built properties is a standard 

industry practice acceptable to most investors, due to the newness of the property and warranties 

in place in the initial years).   

Forecast of Income and Expense 

Based on the preceding analysis, a forecast of income and expense has been formulated for the 

Subject Property for ten operating years, beginning January 1, 2022, expressed in inflated dollars 

for each year. The Subject is expected to stabilize in Year Four. 

The tables on the following pages present both a detailed forecast through the stabilized year, 

including amounts per available room (PAR) and per occupied room (POR), and a less detailed 

ten-year forecast of income and expense for the Subject Property. 
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Detailed Forecast of Income and Expense to Stabilized Year, Proposed Boutique Hotel, Crescent City, FL 

 

Number of Rooms: 40 40 40 40

Occupancy: 59% 63% 67% 70%

Average Rate: $124.93 $129.98 $133.95 $137.22

RevPAR: $73.71 $81.89 $89.75 $96.05

Days Open: 365 365 365 365

Occupied Rooms: 8,614 %Gross  PAR   POR   9,198 %Gross  PAR   POR   9,782 %Gross  PAR   POR   10,220 %Gross  PAR   POR   

REVENUE

   Rooms $1,076 77.0 % $26,900 $124.91 $1,196 77.6 % $29,900 $130.03 $1,310 78.0 % $32,750 $133.92 $1,402 78.2 % $35,050 $137.18

   Food & Beverage 291 20.8 7,282 33.81 313 20.3 7,826 34.03 336 20.0 8,393 34.32 356 19.8 8,889 34.79

   Other Income (Net) 30 2.1 748 3.47 32 2.1 795 3.46 34 2.0 845 3.46 36 2.0 889 3.48

     Total 1,397 100.0 34,929 162.20 1,541 100.0 38,521 167.52 1,680 100.0 41,988 171.70 1,793 100.0 44,828 175.45

DEPARTMENTAL EXPENSES *

   Rooms 264 24.5 6,591 30.60 281 23.5 7,027 30.56 295 22.5 7,369 30.13 308 22.0 7,711 30.18

   Food & Beverage 215 73.7 5,369 24.93 226 72.3 5,656 24.60 238 70.9 5,953 24.34 249 70.0 6,222 24.35

      Total 478 34.2 11,960 55.54 507 32.9 12,682 55.15 533 31.7 13,322 54.48 557 31.1 13,933 54.53

DEPARTMENTAL INCOME 919 65.8 22,969 106.66 1,034 67.1 25,839 112.37 1,147 68.3 28,666 117.22 1,236 68.9 30,895 120.92

OPERATING EXPENSES

   Administrative & General 193 13.8 4,813 22.35 200 13.0 5,012 21.80 208 12.4 5,210 21.31 216 12.0 5,393 21.11

   Marketing 162 11.6 4,054 18.82 169 11.0 4,236 18.42 177 10.5 4,416 18.06 183 10.2 4,580 17.92

   Property Operations & Maintenance 56 4.0 1,397 6.49 68 4.4 1,695 7.37 101 6.0 2,518 10.30 105 5.8 2,622 10.26

   Utilities 90 6.4 2,253 10.46 94 6.1 2,346 10.20 98 5.8 2,439 9.97 101 5.6 2,524 9.88

   Information & Telecommunications 16 1.1 397 1.84 17 1.1 418 1.82 18 1.0 438 1.79 18 1.0 456 1.78

      Total 517 36.9 12,913 59.96 548 35.6 13,707 59.61 601 35.7 15,022 61.43 623 34.6 15,575 60.96

GROSS OPERATING PROFIT 402 28.9 10,056 46.70 485 31.5 12,132 52.76 546 32.6 13,645 55.79 613 34.3 15,320 59.96

Management Fee 42 3.0 1,048 4.87 46 3.0 1,156 5.03 50 3.0 1,260 5.15 54 3.0 1,345 5.26

INCOME BEFORE FIXED CHARGES 360 25.9 9,008 41.83 439 28.5 10,977 47.74 495 29.6 12,385 50.64 559 31.3 13,975 54.70

FIXED EXPENSES

   Property Taxes 69 4.9 1,725 8.01 71 4.6 1,768 7.69 72 4.3 1,812 7.41 74 4.1 1,858 7.27

   Insurance 17 1.2 431 2.00 18 1.1 442 1.92 18 1.1 453 1.85 19 1.0 464 1.82

   Reserve for Replacement 14 1.0 349 1.62 31 2.0 770 3.35 42 2.5 1,050 4.29 54 3.0 1,345 5.26

      Total 100 7.1 2,505 11.63 119 7.7 2,980 12.96 133 7.9 3,315 13.55 147 8.1 3,666 14.35

NET OPERATING INCOME $260 18.8 % $6,503 $30.20 $320 20.8 % $7,997 $34.78 $363 21.7 % $9,070 $37.09 $412 23.2 % $10,309 $40.35

Note:  Revenue and expense whole dollar amounts expressed in thousands (,000).

*Departmental expenses are expressed as a percentage of departmental revenues.

Source: Nichols Hospitality Consulting, Inc.
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Ten-Year Forecast of Income and Expense, Proposed Boutique Hotel, Crescent City, FL 

Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Number of Rooms: 40 40 40 40 40 40 40 40 40 40

Occupied Rooms: 8,614 9,198 9,782 10,220 10,220 10,220 10,220 10,220 10,220 10,220

Occupancy: 59% 63% 67% 70% 70% 70% 70% 70% 70% 70%

Average Rate: $124.93 % of $129.98 % of $133.95 % of $137.22 % of $140.65 % of $144.17 % of $147.77 % of $151.47 % of $155.25 % of $159.13 % of

RevPAR: $73.71 Gross $81.89 Gross $89.75 Gross $96.05 Gross $98.46 Gross $100.92 Gross $103.44 Gross $106.03 Gross $108.68 Gross $111.39 Gross

REVENUE

   Rooms $1,076 77.0 % $1,196 77.6 % $1,310 78.0 % $1,402 78.2 % $1,437 78.2 % $1,473 78.2 % $1,510 78.2 % $1,548 78.2 % $1,587 78.2 % $1,626 78.2 %

   Food & Beverage 291 20.8 313 20.3 336 20.0 356 19.8 364 19.8 374 19.8 383 19.8 392 19.8 402 19.8 412 19.8

   Other Income (Net) 30 2.1 32 2.1 34 2.0 36 2.0 36 2.0 37 2.0 38 2.0 39 2.0 40 2.0 41 2.0

      Total 1,397 100.0 1,541 100.0 1,680 100.0 1,793 100.0 1,838 100.0 1,884 100.0 1,931 100.0 1,980 100.0 2,030 100.0 2,080 100.0

 DEPARTMENTAL EXPENSES*

   Rooms 264 24.5 281 23.5 295 22.5 308 22.0 316 22.0 324 22.0 332 22.0 341 22.0 349 22.0 358 22.0

   Food & Beverage 215 73.7 226 72.3 238 70.9 249 70.0 255 70.0 261 70.0 268 70.0 275 70.0 282 70.0 289 70.0

      Total 478 34.2 507 32.9 533 31.7 557 31.1 571 31.1 586 31.1 600 31.1 615 31.1 631 31.1 646 31.1

DEPARTMENTAL INCOME 919 65.8 1,034 67.1 1,147 68.3 1,236 68.9 1,267 68.9 1,298 68.9 1,331 68.9 1,364 68.9 1,399 68.9 1,433 68.9

OPERATING EXPENSES

   Administrative & General 193 13.8 200 13.0 208 12.4 216 12.0 221 12.0 227 12.0 232 12.0 238 12.0 244 12.0 250 12.0

   Marketing 162 11.6 169 11.0 177 10.5 183 10.2 188 10.2 192 10.2 197 10.2 202 10.2 207 10.2 212 10.2

   Property Operations & Maintenance 56 4.0 68 4.4 101 6.0 105 5.8 108 5.8 110 5.8 113 5.8 116 5.8 119 5.8 122 5.8

   Utilities 90 6.4 94 6.1 98 5.8 101 5.6 103 5.6 106 5.6 109 5.6 111 5.6 114 5.6 117 5.6

   Information & Telecommunications 16 1.1 17 1.1 18 1.0 18 1.0 19 1.0 19 1.0 20 1.0 20 1.0 21 1.0 21 1.0

      Total 517 36.9 548 35.6 601 35.7 623 34.6 639 34.6 655 34.6 671 34.6 688 34.6 705 34.6 722 34.6

GROSS OPERATING PROFIT 402 28.9 485 31.5 546 32.6 613 34.3 628 34.3 644 34.3 660 34.3 677 34.3 694 34.3 711 34.3

 Management Fee 42 3.0 46 3.0 50 3.0 54 3.0 55 3.0 57 3.0 58 3.0 59 3.0 61 3.0 62 3.0

INCOME BEFORE FIXED CHARGES 360 25.9 439 28.5 495 29.6 559 31.3 573 31.3 587 31.3 602 31.3 617 31.3 633 31.3 648 31.3

FIXED EXPENSES

   Property Taxes 69 4.9 71 4.6 72 4.3 74 4.1 76 4.1 78 4.1 80 4.1 82 4.1 84 4.1 86 4.1

   Insurance 17 1.2 18 1.1 18 1.1 19 1.0 19 1.0 19 1.0 20 1.0 20 1.0 21 1.0 22 1.0

   Reserve for Replacement 14 1.0 31 2.0 42 2.5 54 3.0 55 3.0 57 3.0 58 3.0 59 3.0 61 3.0 62 3.0

      Total 100 7.1 119 7.7 133 7.9 147 8.1 150 8.1 154 8.1 158 8.1 162 8.1 166 8.1 170 8.1

NET OPERATING INCOME $260 18.8 % $320 20.8 % $363 21.7 % $412 23.2 % $423 23.2 % $433 23.2 % $444 23.2 % $455 23.2 % $467 23.2 % $478 23.2 %

Note:  Revenue and expense whole dollar amounts expressed in thousands (,000). 1 1 1 1 1 1 1

*Departmental expenses are expressed as a percentage of departmental revenues.

Source:  Nichols Hospitality Consulting, Inc.



Nichols Hospitality Consulting, Inc.                  Proposed Boutique Hotel, Crescent City, FL  Financial Forecast 7-10 

This page intentionally left blank. 



Nichols Hospitality Consulting, Inc.                                                                                                                                                Qualifications  1    

Qualifications of Jan Nichols 

 
Ms. Nichols has been a hospitality industry consultant for 40 years, and has 
conducted over a thousand valuations, appraisals, and feasibility studies of 
hotels and resorts for REITS, lenders, pension fund advisors, life companies, 
municipalities, and investors throughout the United States, Mexico, Central 
America, Canada, the Caribbean, and Europe. Full qualifications may be 
viewed at www.nicholsconsulting.biz. 

 
 
NICHOLS HOSPITALITY CONSULTING, INC. 
President 
DeLand, Florida 
 
HVS INTERNATIONAL 
Associate Managing Director, Orlando, Florida 
Director of Consulting Services, Miami, Florida 
 
RESORT & URBAN PROPERTY CONSULTANTS, INC. 
Vice President 
Tampa, Florida 
 
KPMG PEAT MARWICK 
Senior Manager/Director of Hospitality Consulting Services 
Atlanta, Georgia 
 
MERRILL LYNCH ADVISORY & APPRAISAL,  
INVESTMENT BANKING REAL ESTATE GROUP (NYC-based) 
Manager of Hospitality Consulting & Appraisal Services 
Atlanta, Georgia 
 
LAVENTHOL & HORWATH 
Senior Consultant 
Atlanta, Georgia 
Washington, DC 
 
U.S. TRAVEL DATA CENTER 
Research Analyst 
Washington, DC 
 

 
B.S., Hotel Administration, University of Wisconsin-Stout, Cum Laude, 1978. Minor in 
Tourism Development. Successfully completed Appraisal Institute course work in 
Principals of Appraisal, Capitalization Theory & Technique, Standards of 
Professional Practice, Report Writing & Valuation Analysis, and Advanced 
Applications, as well as annual appraisal education sponsored by the State of Florida 
Real Estate Appraisal Board; FL Certified General Appraiser, 1993 - 2016. Certified 
Hotel Administrator (CHA), American Hotel & Lodging Association, since 2000; this 
certification reflects professional competence in all aspects of hotel management and 
marketing. 
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2001-Present 

1998-2001 

1992-1998 
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1984-1989 
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Education 
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Statement of Limiting Conditions  

1. This report is to be used in whole and not in part. None of this material may be copied or 
used in any form without the expressed written permission of Nichols Hospitality 
Consulting, Inc. The report cannot be disseminated to third parties or the public through 
advertising, public relations, news, sales, or other media.  The use of this report is 
subject to the terms and conditions set forth in the engagement letter with the client. 

2. No responsibility is assumed for matters of a legal nature, nor are any opinions rendered 
as to title, which is assumed to be marketable and free of any deed restrictions and 
easements.  

3. The consultant has assumed that there are no hidden or unapparent conditions of the 
sub-soil or structures, such as underground storage tanks, that would render the 
property more or less valuable.  No responsibility is assumed for these conditions or for 
any engineering that may be required to discover them. 

4. The consultant has not considered the presence of potentially hazardous materials such 
as asbestos, urea formaldehyde foam insulation, PCBs, any form of toxic waste, 
polychlorinated biphengyls, pesticides, or lead-based paints. The consultant is not 
qualified to detect hazardous substances, and urges the client to retain an expert in this 
field if desired. 

5. The Americans with Disabilities Act (ADA) became effective on January 26, 1992.  The 
consultant has conducted no specific compliance survey to determine whether the 
subject property is operating now, or in the future, in accordance with the various 
detailed requirements of the ADA.   

6. The consultant has made no survey of the property, and assumes no responsibility in 
connection with such matters.  Sketches, photographs, maps, and other exhibits are 
included to assist the reader in visualizing the property.  It is assumed that the use of the 
land and improvements is within the boundaries of the property described, and that there 
is no encroachment or trespass unless noted. 

7. All information, financial operating statements, estimates, and opinions obtained from 
parties not employed by Nichols Hospitality Consulting, Inc. are assumed to be true and 
correct.  The consultant assumes no liability resulting from misinformation. 

8. Unless noted, the consultant assumes that there are no encroachments, zoning 
violations, or building violations encumbering the subject property. 

9. The property is assumed to be in full compliance with all applicable federal, state, local, 
and private codes, laws, consents, licenses, and regulations (including a liquor license 
where appropriate), and that all licenses, permits, certificates, franchises, and so forth 
can be freely renewed or transferred to a potential purchaser. 
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10. All mortgages, liens, encumbrances, leases, and servitudes have been disregarded 
unless specified otherwise. 

11. The consultant is not required to give testimony or attendance in court by reason of this 
analysis without previous arrangements, and only when the consultant’s standard per 
diem fees and travel costs are paid prior to the appearance. 

12. If the reader is making a fiduciary or individual investment decision and has any 
questions concerning the material presented in this report, it is recommended that the 
reader contact the consultant. 

13. The consultant takes no responsibility for any events or circumstances that take place 
subsequent to either the date of this report or the date of the field inspection, whichever 
occurs first. 

14. It is agreed that any liability to the client is limited to the amount of the fee paid as 
liquidated damages.  The consultant’s responsibility is limited to the client, and use of 
this report by third parties shall be solely at the risk of the client and/or third parties.  The 
use of this report is also subject to the terms and conditions set forth in the engagement 
letter with the client. 

15. This study was prepared by Jan L. Nichols as an employee of Nichols Hospitality 
Consulting, Inc.  All opinions, recommendations, and conclusions expressed during the 
course of this assignment are rendered as an employee, rather than as an individual. 
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