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Project Brief

Lahoreis home to significantbuildingsincludingmany high profile universitiesand schools great piecesof historical
architectureand museums Historicallyscripted,the Mughalcity andits architectureisa badgein L a h oaredit Isis
alsothe engineeringhub of Pakistanwith industriessuchas car manufacture,heavymachinery,steel, IT, chemicals
and computersare contributingto its 13.2%to P a k i sadtianalécenomy It is currentlyranked122nd largestin the
world for GDPwith an averagegrowth rate of nearly6% (Bureau of Statistics 2016)

The purposeof this prefeasibilityis to facilitate the potential investorsto build a state of the art hostel which could
focusthe working classand studentslooking for secureand healthy residencein the capital city of Punjab,Lahore
This document will provide them with a financial viability of the businesswhich forms basisof any investment
decision

Accordingo Punjabdevelopmentalstatistic,the total studentenrollmentin Lahorestandsat 123279in 2016-17. The
breakdownincludes46 degreecollegesand 22 post graduatecollegeswith the total enrollmentof 53,035 and 65,968
studentsrespectivelyin the yearof 201617.

Number of Institutes, Enrolment and Teaching Staff in All Categories of Colleges in 2016

Intermediate Colleges Degree Colleges Post Graduate Colleges

Division/ District : Number :
Number % Enrolment Teaching Number of Enrolment |Teaching Sta of Enrolment Teaching

Institutes Staff Institutes . Staff

Institutes

The Punjab 932 56,582 1,334 670 503,494 13,149 240 | 375,222 9,271

Lahore Division 16 4,917 257 83 75,352 2,046 29 87,887 2,347

Lahore 13 4,276 257 46 53,035 1,477 22 65,968 1,995

Source: Bureaaf statistics PunjalRunjab Developmental Statistics

Approximately4 kanalof land would be requiredfor the establishmentof the hostel Thisproject would have
four types of rooms4 bed, 3 bed, 2 bed and 1 bed. The hostel holds a completerange of facilitiesincluding
food mess,leisurearea, café & barber shopand would be ableto carter the 600 peoplein the hostel which

would be openfor visitors Livingin sharedroom would costa personPKR6,500 and singleroom will costPKR
12,000.

Beds Room Rent No. of Person
4 PKR-6500 243
3 PKR-7500 186
2 PKR-9500 115
1 PKR-12000 54
Total 600

Accordingo assumptionderivedin the pre-feasibility,the maximumroom chargefor a singlestudent/one bed
room would not cost more than PKR23,000 which includesmesschargesof approximatelyPKR7,000to PKR
9,000 and other servicesof approx PKR2,000 (barber, internet, leisure spending) Thismaximumroom rent
will godownasnumberof bedperroomincreasesandapproacheKRL7,500 minimumfor a4 bedroom.




Global Market

G IO ba I M d rkEt Global Hotel and Hostel Revenue (2017)

There are more than 22000 properties
registeredat Hostelworld, spreadacrossmore
than 2,600 citiesin all the world.

Europe has almost 1,000 cities with hostels,
however it is in  Asia, where the largest
presenceof hostelsis felt, with more than
7,750hostels

5%

959
“There are 22,000 hostels at
Hostelworld”
The governance structure in the hostel SourcePhocuswrighCollierdntemationl
industry is far lesscomplexthan in the hotel Global hostel industry revenu

industry, Most hostels are independently
owned and operated, and Portugal is no
exceptionto thisrule.

Is expected to reach USD 7 billign
in 2018, at a staggering. 8% yearly
growth

(Source: Phocuswright, Colliers International)

Potential for growth

The integration in chains is scarce, with the major players accounting for
merely 8% of the global hostel beds’ supplies (the top 5 hotel chains account
for 20% of total room supply).

Top hostel chains account for more than 30% of the total revenue, while the
top 5 hotel chains account for around 15% of the global hotel industry revenue.
(Source: Phocuswright, Colliers International)




Largest Player in Global Market

Major Players (Total beds) —_

America

A&O 22,000
Generator 8,600
Meininger 8,400
St Chrihnstopher’s 3,500
PlusHostels 2,000

Wombats 1,900
ClinkHostels 1,750

North
America

Europe

Thelargesthostel chainin the world is A&O, basedin
Germany,recently acquired by TPGReal Estate,with Source: Hostel Word, Colliers ~ Intemational
more than 30 hostels(24 in Germany4 in Austria)and

22.000 beds

Menninger, also based in Germany, comprises 18 Total Hostels and Hostel Beds
hostels (10 in Germanyand 4 in Austria) and 8.400 integrated in the 10 largest Global
beds, together with  Wombats, based in Austria (6 Hostel chains
hostels,1.900 beds,with 2 in Viennaand 2 in Germany)

EJ;?;ZL attest Germanyasthe largesthostel marketin 19 m Hostels

Total Begs [ 20000

StChr i st larpanceGenemtor,both basedin the 125
United Kingdom,have 19 and 12 hostels, 3.500 and
8.639beds, respectively

45.000

30.000

StChr i st lompitcledes8shostelsin London 100
and combinesa bar (B e | u)swithi theshostel

business

- 15.000
Hostels integrated in chains are, usually, mega

hostels For instance the averagehostelin the top

3 chains,hasmorethan 600beds 50

0
In Spain, Equity Point has 3 hostels (1.500 beds) in rf:ﬁh"
Barcelona, while HipHop Hostelsinclude 14 hostelsin Soure: Collers htemational
Paris EquityPoint isthe only largestglobalplayerpresent

in Portugal(Lisbon) (Source Colliersinternational)
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Local Market Appetite

Total Student Enrolilments in 2016

Division/ District Enrolment Male Female Teaching Staff
The Punjab 935,298 81,031 87,125 23,754
Lahore Division 168,156 81,031 87,125 4,650
Lahore 123,279 57,473 65,806 3729

Forthe proposedproject, we havetargeted universitystudentsstationedat Lahoredivisionand city
specifically Thetotal enrolmentin 2016 for all collegesand universitieswasrecorded123279 in
2016 We havetargeted male studentswhich have a strength of more than 50,000 in Lahore In
market research,we havereachedto conclusionthat approximately30% to 40% student enrolled
are non native of Lahoreand accommodatedin either university as private guest/ hostel The
studentaccommodatedn private hostel are lookingfor better facilitiesto which we considerour
target for the proposedbusinessOn estimate,around 10,000 studentsare continuouslylookingfor
hostel near by there institutes. Thefollowing list of institutes/ universitiesare locatednearto our
proposediocation (refer nextslide)

Perspective Clients

2015 2016 e 2017 e 2018 f
Total Male Female Male Female Male Female Male Female
University of health sciences 27,05910,08616,97310,48917,651 10,908 18,356 11,343 19,089

Universities

University of Lahore 13,79310,292 3,501 11,885 4,044 13,522 4,600 15,206 5,173
University of Central Punjab 7551 5052 2499 5664 2,803 6,179 3,057 6,661 3,296
University of Education (TOWnship o ga/ 4 438 1496 5305 1,769 6,259 2.086 7.342 2448
Campus)

University of Management & 7326 5335 1,991 5675 2,119 5998 2,239 6,264 2,337
Technology

Igﬁo'\r’g“haj University, Model TOW 5 g0 5 394 1554 2442 1585 2492 1.617 2541 1,650
University of South Asia 3.162 2,730 432 2,894 458 3238 512 3416 540

Preston University, Lahore Campu 1,883 1,597 286 1,678 300 1,762 316 1,851 332

Beaconhouse National University
Lahore

Imperial College of Business studis
Lahore

Source: developmental Statistics of Punili52016

1,907 1,063 844 1,095 869 1,128 895 1,161 922

1,281 1,176 105 1,234 110 1,295 116 1,360 121

a



Proposed Location
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In the abovemap, the blue line coveringa distanceof 11.8 km cartersfour universitieswith a average
studentandteachingstaff of more than 42,000. Moreoverafter completionof orangeline it is expected/
anticipatedthat studentsfrom far areasspeciallyThokarcan now easilyaccessheir universitiesand
collegesHenceour proposedlocationseemsto be viable




Project Evaluation

Project setup cost

To build a state of the art hostel, the project will require an estimated total cost of
PKR 248 million ($ 2.1 million). This project cost includes the working capital of PK

81 million.

Description Details Remarks
Total Equity (60%) PKR 149,106,675 ProjectFinancing
Bank Loan (40%) PKR 99,404,450 ProjectFinancing
Tenure of the loan 10 years
Costof Debt/ Bank Loan 14% Annual MarkupLong
(Kd) Term Loan)
Cost of Equity (R) 9.75% + 5% = 14.75%
WACCDiscount Rate 14.45% WACS{?(;)"(/;SL; )75%)+
Fixed Cost Cost Useful life
Land (A) PKR 100,000,000
Building and Infrastructure PKR 121,500,000 10 years
(B)
Office Equipment (C) PKR 19,000,000 05 years
Fixture & Fitting (D) PKR 8,011,125 05 years
Total- PKR PKR 248,511,125

General Assumption
The Fixed assets require for this project are suggested above along with there useft
life. There are three fixed assets which will be depreciated over their useful life.




Project Evaluation

Project Valuation
Free Cash Flow

2019-20 2020-2021 2021-2022 2022-2023 2023-2024 2024-2025 2025-2026 2026-2027 2027-2028 2028-2029 Terminal

Year
Net Income 707,864 4,369,03414,130,66519,170,41(24,741,141 36,197,237 42,909,569 50,355,586 58,619,435 67,795,288 -
Add Depreciation 10,262,225 10,262,225 10,262,225 10,262,225 10,262,225 4,860,000 4,860,000 4,860,000 4,860,000 4,860,000 -
LessWC Changes (8,420,000 (842,000) (926,200) (1,018,820(1,120,702 (1,232,772) (1,356,049) (1,491,654) (1,640,820) (1,804,902) -

AddInterest Expense 13,531,19612,801,89711,963,68:11,000,28¢ 9,893,017 8,620,385 7,157,696 5,476,565 3,544,371 1,323,619 -

less Capital
Expenditure (248,511,125 i ) i i ) ) )
Freecash flow (232,429,841 26,591,15£ 35,430,37239,414,10: 43,775,682 48,444,850 53,571,215 59,200,497 65,382,986 72,174,005 872,942,113

NPV of Free Cash Floy (232,429,841 23,233,862 27,048,55¢ 26,290,827 25,513,48: 24,669,971 23,836,183 23,015,201 22,209,479 21,420,945 259,085,598

Project Valuation Terminal

_ . Value
FCFHhs the cashflow availableto the suppliersof
capital after all operating expensesare paid with Terminal . GDP
working and fixed capital investment are made  GrowthRate 5.71% Growth
Consideringhe cashflow projection preparedafter rate- FY 18
taking into account project setup cost, key Terminal
assumptionand operating results, the project is WACC 14.45% WACC
expectedto generate IRR26.5% and NPV of PKR Estimated
184,520,012 The estimated paybackperiod of the : 20282029

L Terminal Free 72,174,005
projectis 5 years
cash flow

Based on the fixed & variablecost and after taken Estimated

. ) . 872,942,113 20282029
analyzingthe growth assumption (20192020 to Terminal Value

20282029, the monthly room rent PKR- year on NPV of 20282029
yearis calculatedasunder :- Terminal Value 259,085,598

Growth of 10% in revenue of per room over the years

2019-2020 2020-2021 2021-2022 2022-2023 2023-2024 2024-2025 2025-2026 2026-2027 2027-2028 2028-2029

4 bed 6,500 7,150 7,865 8,652 9,517 10,468 11,515 12,667 13,933 15,327
3 bed 7,500 8,250 9,075 9,983 10,981 12,079 13,287 14,615 16,077 17,685
2 bed 9,563 10,519 11,571 12,728 14,000 15,401 16,941 18,635 20,498 22,548
1bed 12,000 13,200 14,520 15,972 17,569 19,326 21,259 23,385 25,723 28,295




per Sq. Feet per sq. ft. cost Cost

1 4500 5,556 PKR25,000,000

4 18000 5,556 PKRL00,000,00C
Number of Floor 6
Total Area of Hostel per floor 18,000 sq. ft 4 kanal
Covered Area 13,500 sq. ft 75% covered area
Uncovered Area / vacant are; 4,500 sq. ft. 25% vacant area
Total covered area 6 floors 81,000 sq. ft (13,500/floor) *(6 floors)
Construction cost per sq. ft. PKR 1,500 Transactiorteamresearch
Total Infrastructure cost 12 1F;EOR 000 covered area * construction co:

(C) Office Equipment Description
Tables and office PKR 1,000,000 reception, computer room, cash roon
Camera PKR 3,000,000 500,000/floor *6 floors
Lock System PKR 2,500,000 (10,000/room)*235 total rooms
AC PKR 12,500,000 121N 23 Eé%%%éc’ 1 ton:
Total O E PKRL9,000,000

Accordingo LahoreDevelopmentAuthority (LDA)overedareacouldbe 75%of the
total availableland. Securityis the mostimportant determinantof successfuhostel
Building 6 floors can accommodateapproximately600 people which is our base

assumption




(D) Fixture and Fitting

Number  Cost Description
Fixture & Furniture
Beds 599 7,000 4,189,500 Transactiort Researct
Mattress 599 4,000 2,394,000 Transactiort Researct
Kitchen cost
Fridge 30 40,000 1,215,000 Transactiort Researct
Microwave 30 7,000 212,625 Transactiort Research
Total F&F 8,011,125

Accordingto our in houseresearchwe haveestimated599 bedsand mattresseach,
and 30 microwavesand 30 fridge for eachkitchens(30 total).

Revenue Assumption: Number of Room

No. of Ppl.
in a room

Total sq. feet= % occupied *

Room size
total sq. feet

Units

Total No. of Ppl. % occupied

Fourbed 61 4 243 30% 24.300 400
Three bed 62 3 186 23% 18,630 300
Twinbed 58 2 115 16% 12,960 225
Single 54 1 54 8% 6,480 120
Kitchen 30 3% 2,430 80
\L/g‘gzgwea 20% 16,200

Total 234 598 100% 81,000

Thetotal coveredareaof the hostelwith 6 floorsis estimatedto 81,000 sq. ft. which
includesa rangeof singlebed to four bed room. Theroom sizeallocatedrepresents
20ft*20ft, 17.5*17.25ft, 1515 sq ft, 1210 sqft for Fourbed, three bed, twin bed
andsinglebedrespectively ﬂ




Revenue

Aug-Nov Dec-March Apr-July

Max No.
of

capacity

O. Rent/ Revenue 0. Rate Rent Revenue O. Rent/ Revenue
Rate person (000) ; /person (000) Rate person (000)

E‘;‘g 244  75% 6,500 1,189 100% 6,500 1,586 75% 6,500 1,189
Tbherge 186 75% 7,500 1,046 100% 7,500 1,395 75% 7,500 1,046
E’(‘a’g‘ 116  75% 9,500 826  100% 9,500 1,102 75% 9,500 826.5
Sgg%'e 54  75% 12,000 486  100% 12,000 648 75% 12,000 486
Total 600 3,548 4,731 3,548.5

Total Revenue for the year PKR 49,691

For the first two years,it is assumedthat 75% occupancyrate will prevail for 8 months (April to
Nov), whereas full occupancyof 100 for the remaining 4 months DecMarch) From year 3
onwards100% occupancyate is consideredfor 8 months (Aug Mar) and 75%for the remaining4
months (April- July)whichwe assumedasvacation Moreover,the rent per room would increaseat
10%onyearon yearbases

Other revenue

yearl Description
Branding 2,400,000 Market Research
No. of occupants (6,733) *food price (PKR 100) *
Food Mess 2,859,813 (50%) * (360 days)
No. of occupants (6,733) *cutting price (PKR 20(

Barber shop 4,779,750 (50%) * (360 days)

: S. tables (6)* Play time available (840)* Revenue/
Leisure 3,304,000 min (PKR 5) * (360 days)
Total 13,343,563 10% growth (yrs.-20)

Thebrandingrevenuecould be achievedby placinga LEDscreenon the top of the building Other
three revenuesourcesare directly relatedto the occupancyate of the hostelso during calculation
of there revenuewe haveassumedhat 50% of the occupancyate. m




Staff Salary

Description No. of employees Salary/ month Yearly Salary
Hostel Manager 2 100,000 2,400,000
Assistant Managel 2 60,000 1,440,000
Lower Staff 36 20,000 8,640,000
Security Guard 5 20,000 1,200,000

12,480,000 year 1 ( 10%

Total salaries 1,140,000 Growth YOY2-10

For cleaningserviceswe have allocated6 cleaningand maintenancestaff for each
floor.

Electricity consumption

5 months 7 months Description
Rate/ Unit 16 16 Commercial price/ un
AC (in units) - 142,320
Other (in units) 19,380 19,380  an*light+ Fridge

Microwave
Total PKR 310,080 PKR 2,587,20
Beds Rooms Daily unit Total
consumed

Single and Twin 112 16 1,792
Three & Four 123 24 2,952
Monthly Units consumed 142,320

Commerciaprice of unit consumeds approx 16 rps. Major consumerof electricityis
Air conditionerwe have proposedto install 112 units of 1 ton ACin Singleand Twin
bedand123unitsof 1.5 ton ACin three to four beds

Accordingto assumptionsl9,380 units are projected to during winters and 161,700
units in the summer seasonwhere AC are operational The bifurcation of units
consumedby ACduringsummerseasonss providedin the table above




Depreciation
Depreciation for

Cost Useful Life the Year Description
Building & 121,500,000 25 4,860,000 (121,500,000/25
Infrastructure
Fixture & Furniture 8,011,125 5 1,602,225 (8,011,125/5)
Office Equipment 19,000,000 5 3,800,000 (19,000,000/5)

Finance Cost- Amortization

Year 1 2 3 4 5
loan amount 98,833,400 93,949,9888,337,26¢81,886,34(74,472,01¢
Principle payments 4,883,416 5,612,715 6,450,929 7,414,324 8,521,594
Outstanding 93,949,984 88,337,26¢81,886,34(74,472,01€65,950,42:
Interest amount 13,531,196 12,801,89711,963,68:11,000,28¢ 9,893,017
long term loan 88,337,269 81,886,34(74,472,01€65,950,42256,156,19¢

Current portion of

loan 5,612,715 6,450,929 7,414,324 8,521,594 9,794,226

Finance Cost- Amortization

Year 6
Loan Amount 65,950,422 56,156,19€¢44,899,28(31,961,23:17,090,99:
Principle Payments 9,794,226 11,256,91¢12,938,04:14,870,24117,090,99:
Outstanding 56,156,196 44,899,28(31,961,23:17,090,99: -

Interest Amount 8,620,385 7,157,696 5,476,565 3,544,371 1,323,619

Long Term Loan 44,899,280 31,961,23:17,090,99: - -
Current Portion of
loan

Thefinancialcostfor the loanis 14%for a period of 10 yearsso the monthly paymentsfor this
loan would be PKR1.534 million and would start after the completion of the infrastructure

11,256,916 12,938,04,14,870,24117,090,99: -

buildingis completed E



Income Statement
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ABOUT US

Punjab board of investment & trade is a provincial trade
and investment promotion agency established by the
Government of Punjab in 2009. In today's global economy,
trade and investment play an increasingly important role in
generating means for transformative change. At PBIT, we
strive to ensure that this transformative change is
sustainable and more impactful. PBIT is committed to
enhancing the global competitiveness of Punjab and its
business. To this end, we work to attract new investments
in the region and strengthen the existing ones by
promoting local investment opportunities, facilitating
businesses and highlighting the distinct advantages of
Punjab as a business location.

Incorporated under Section 42 under the Companies
Ordinance of 1984, Punjab Board of Investments & Trade
(PBIT) assists companies which intend to invest in the
manufacturing and services sectors of Punjab. The wide
range of services provided by PBIT include providing
information on the opportunities for investments, as well as
facilitating companies which are looking for joint venture
partners. PBIT acts as Punjab's marketing arm and
actively promotes the province worldwide as one of the
best investment hubs in Asia. PBIT as Special Economic
Zone  Authority Punjab also evaluates  the
applications/proposals from Developers to declare their
Industrial Parks as Special Economic Zones. For granting
one time import duty exemption on machinery, equipment,
spare parts, consumables in Special Economic Zones,
PBIT is responsible to issue a confirmation Letter on the
status of the applicant prior to seeking the permission from
the relevant department/agencies to claim for the
exemption. Investors are always encouraged to discuss
their project interests with PBIT officers, wherein
Information can be obtained on major public/private
projects, prevailing sectoral policy framework, existing
incentive regime, financing options, trade statistics etc.
Punjab Board of Investment & Trade is a Steering
Committee Member and the Director of South Asia at the
World Association of Investment Promotion Agencies
(WAIPA) - a prestigious world association of organizations
similar to PBIT created by UNCTAD.

TRANSACTIONS
Department

Punjab Board of Investment and Trade targets a
socio-economic growth through its Transactions
Department. The department plans to fortify its deep
roots, both locally and internationally, by reaching out
to leading businesses for discussing the panoramic
commercial opportunities. As per the initiative of
inventiveness, the department plans to provide a
transaction advisory as defined in its role to bring-in
the investments and establish new businesses. For
this purpose, Pitch books of different identified
sectors are a new resourcefulness of this department
which would target to develop the in-house capacity
of production by connecting the local and
international market players. This would not only
ensure the technology transfer but also create
several jobs in the province. The department plans to
connect through the regional IPAs, financial
institutions, the embassies in different countries and
local chambers as well so as to fast-track the
process of economic growth and industrialization in
Punjab in regard to its recognition as ‘The Land of
Opportunities

Contact:

Rana Waqas

Additional Director

Head of Transactions | PBIT
Rana.Wagas@pbit.gop.pk

Samad Rasheed

Deputy Manager
Transactions , PBIT
Samad.Rasheed@pbit.gop.pk

Ghazi Asad
Investment Associate
Transactions , PBIT
Ghazi.asad@pbit.gop.pk
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