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#1 Substantial Cash Flow
One of the key reasons that 
many, many people find serviced 
accommodation so attractive is 
because they can simply take the 
very same property that they own 
– whether they lived in it or have 
been operating it as a buy-to-let 
- and can fairly easily turn it into 
Serviced Accommodation. 

Naturally you need to learn how to do it properly, 
and yes there are a few things you need to do to 
become an SA operator, but nevertheless, done 
well, - and it’s not as hard to do as some people 
think - the cash flow can be simply staggering.

Here’s an actual example of one of my properties 
that was bought for £195,000 in July 2008 (value in 
2018: £265,000)

2008 to 2015 – Run as a buy-to-let

Monthly income 
(rent) £750 to £795 p/m

Profit (after mortgage 
and costs) £150 p/m (£1,800 p/a)

Then everything changed 3 years ago.

2015 – converted to Serviced 
Accommodation

Profit (after mortgage 
and costs)

£2,500 p/m  
(£30,000 p/a)

As well as the increase in the value of the property 
which is always welcome, the huge increase in 
profit/cash flow is unbelievable. But by no means 
uncommon.

So, if like I did, you’re thinking about getting into 
Serviced Accommodation (SA), or even Rent-to-
Rent (R2R) – where you can become a serviced 
accommodation operator without actually owning 
any property -  the best place to start is by looking 
at Booking.com, one of the ‘go to’ websites for SA.  

Look at the nightly rates that are achievable for 
properties similar to yours in your area and do 
some calculations. I guarantee you’ll be shocked! 
If there is nothing in your area that might be even 
better news; there’s almost always a market for 
accommodation wherever you are and you could 
well have no competition in the area which gives 
you a virtual monopoly and profits to match! 

SA can provide real, ongoing, substantial Cash 
Flow!
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#2

Also known as Section 24 and 
the reason so many landlords are 
leaving or considering quitting buy-
to-let. 

From 5th April 2017 the changes were introduced, 
to be phased in gradually over 4 years, so that 
by 2020, 100% of finance costs will be capped 
at 20% tax relief only, even if the landlord pays 
the higher 40 or 45% tax. The effect will be that 
many landlords will end up paying more tax on 
their property income, and some will potentially 
be pushed into a higher tax bracket because of it. 

Then to offset these losses, many will increase the 
rents, which will cause tenant strife and potentially 
more rent arrears and evictions. 

Serviced Accommodation however is not impacted 
by Section 24. There is a clear – intended – 
exemption in the bill for Furnished Holiday Lets 
(FHL), which is a type of serviced accommodation. 
So if you like the idea of making more money, 
and paying less tax, because you get to keep 
all our your interest rate relief, then Serviced 
Accommodation is definitely for you.

Anti-Landlord legislation
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#3

George Osborne’s attack on the 
landlord sector didn’t stop with the 
introduction of Section 24. 

In addition he announced that additional residential 
properties (those in addition to the one you live in) 
will be subject to stamp duty, not just at the existing 
residential rate – excessively high to start with – but 
at an extra 3% over and above this.

That means that ANY investment property you buy 
in the UK will attract stamp duty. 

Here’s the SDLT – Stamp Duty Land Tax for 
purchasing a property you intend to live in:

Property or lease premium or transfer value SDLT rate

Up to £125,000 0

The next £125,000 (the portion from £125,001 to £250,000) 2%

The next £675,000 (the portion from £250,001 to £925,000) 5%

The next £575,000 (the portion from £925,001 to £1.5 million) 10%

The remaining amount (the portion above £1.5 million) 12%

And here’s the same table but with the added 3% surcharge per tier for ‘investment’ properties.

Property or lease premium or transfer value
SDLT rate for 
Investment 
Properties

Up to £125,000 3%

The next £125,000 (the portion from £125,001 to £250,000) 5%

The next £675,000 (the portion from £250,001 to £925,000) 8%

The next £575,000 (the portion from £925,001 to £1.5 million) 13%

The remaining amount (the portion above £1.5 million) 15%

Stamp Duty
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So what will you now pay? As of April 2018 the average house price in the UK was £226,906. For our 
example let’s use the average house price in Bristol, significantly cheaper than London but a good area to 
invest in.

Example If you buy a house in Bristol for £278,600 as an ‘investment’ property, the SDLT you owe is 
calculated as follows:

• 3% on the first £125,000 = £3,750

• 5% on the next £125,000 = £6,250

• 8% on the final £28,600 = £2,288

• Total SDLT = £12,288

A staggering amount of money to pay on top of the purchase price and a great deal to recoup. If you were to 
buy an investment property in London at the April 18 average price of £487,500 the stamp duty would be an 
eye-watering £29,000!

So how does it all impact serviced accommodation? Well, here’s the great news. It doesn’t.

In England and Wales* you can operate your serviced accommodation as normal residential class C3: as 
some councils will allow that, and some people believe there are benefits in doing this. Personally I’ll always 
go for class C1; Commercial, because if the property is C3 when you buy it you’ll pay council tax AND the 
additional stamp duty on it. *It’s the same concept in Scotland but the class numbers differ.

If however you have the planning use changed to C1, (the same use class as hotels, B&Bs and guest 
houses) it becomes a commercial transaction so the council tax will be changed into business rates and, 
rather than being subject to residential stamp duty you’ll only be paying commercial stamp duty, which is 
much, much lower.

Here’s the stamp duty table for ‘Commercial’ property – class C1:

Property or lease premium or transfer value SDLT rate C1

Up to £150,000 0%

The next £100,000 (the portion from £150,001 to £250,000) 2%

The remaining amount (the portion above £250,000) 5%

 

Example As before, buying a property in Bristol for £278,600 but this time for use as a commercial property, 
the SDLT you owe is calculated as follows:

• 0% on the first £150,000 = £0

• 2% on the next £100,000 = £2,000

• 5% on the final £28,600 = £1,430

•  Total SDLT = £3,430 – That’s £8,858 less stamp duty than for the same price residential  
investment property!

And, if you take our average London property price of £487,500 as an example again, you’d pay £13,875, 
compared to £29,000 for residential.

Of course you need to do the paperwork - there’s almost always a little pain with gain - but the good news 
is, it’s relatively straightforward to do and, if the property is purchased as a commercial unit instead of as a 
residential unit, then, simple as anything, you’re paying commercial stamp duty, and saving many tens of 
thousands of pounds.
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#4

Unfortunately at some point virtually 
every landlord is going to experience 
bad debt from their tenants.  

Whether it’s arrears, a ‘moonlight flit’ to avoid 
paying, or damage caused to the property that 
they’re liable for but refuse to pay up for, there are 
a number of ways in which regular buy-to-lets can 
encounter bad debt problems.

This just isn’t possible with serviced 
accommodation.

Why? Because with SA you take full payment on 
a credit/debit card, or a bank transfer, before the 
guest is allowed to stay. So, if the stay isn’t paid for, 
in full, then the guests aren’t granted access.

As a further precaution, and whilst it happens only 
infrequently let’s say the guest accidentally knocks 
over a bedside lamp, and it breaks. Is there a way in 
which you can recover that, too? Absolutely. Because 
not only have you taken full payment, but you’re 
holding a payment card, and contract that they’ve 
signed with the card number. And – assuming you’ve 
gone through the right procedures and are using a 
robust system - the contracts that the guest signed 
allow you to charge any amount within seven days 
that you deem appropriate, to make good anything 
they might have done at the property.

The one that we most frequently have to invoke, 
and again this still isn’t very often, is a charge for 
cleaning after smoking. We make it absolutely clear 
it is not legal to smoke inside, and anybody caught 
doing so, will be charged a deep clean of £300. 
Again, no risk and zero bad debt with SA.

Say Goodbye to Bad Debt
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#5

We’ve already discussed 
‘Substantial Cash Flow’, now we’re 
looking at ‘Positive Cash Flow’, 
which is a little different.  

With residential buy-to-lets, normally the rent is paid 
monthly, and on occasion we end up with some 
arrears. With serviced accommodation, arrears 
aren’t possible as full payment is taken at the time 
of booking, secured and backed by a card. So how 
does this help with positive cash flow? As a typical 

example let’s say that in December someone is 
planning a trip to your town/city for the following 
March. They decide to stay in your accommodation 
and place a £1,500 advance booking. You receive 
£1,500 - all of it - up front, straight into your bank 
as soon as they book. Positive cash flow!

Depending on the payment services provider (such 
as ‘Stripe’, one I’d recommend) you may have to wait 
between 7 and 14 days for the money to be released 
to you, but you still know it’s coming in. That’s 
money in your bank and It’s a very nice cushion.

Positive Cash Flow
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#6

There are always things you have 
to do to make guests comfortable 
and safe. But how does the ‘red 
tape’ in SA compare with that of 
buy-to-let? If we look at HMOs for 
instance, which is another way of 
making a lot more money from the 
same house.

To operate an HMO there are – quite rightly - very 
stringent planning and licensing requirements 
that you have to adhere to. You have to install  
emergency lighting, perhaps fire and noise 
separation, fire doors, and so on – It can be a long 
list. You may end up spending tens of thousands of 
pounds to turn a regular house into an HMO.

With serviced accommodation, there are virtually 
no physical set up changes required. That said, I 
would always strongly recommend that you get a 
fire risk assessment carried out on your property; 
it’s not a legal requirement but it is common sense 
and will likely cost around £150 to £200, but 
that’s it. There is simply no long list of technical 
regulations. You have to comply with the basics, a 
gas safety check once a year, an electrical safety 
check every few years, but there’s no structural 
alterations to the property whatsoever. For peace of 
mind we put in mains interlinked smoke detectors, 
but that, again, is not a legal requirement to run the 
property as service accommodation. 

The critical thing to recognise here, and why the 
regulations are less onerous, is because with 
serviced accommodation you’re not providing  
a place for people to ‘live’. This mean they are 
guests, not tenants. 

Say for instance you have a 4-bedroom property. 
Under a normal residential tenancy you might rent 
it out to 4 couples, and this instantly becomes a 
HMO, with all the attendant legal requirements 
and costs that entails. Alternatively you could take 
that same property, and with the requisite planning 

commission, turn it into a serviced accommodation 
unit. Those eight people can now stay in the same 
property, and give you even more money, but 
you’re not subject to HMO regulations, because 
you’re not running it as an HMO, nor taking on the 
expenses that come with this.

Please though never put profit above safety – no 
amount of money is worth putting your guest’s 
lives at risk. Always install the required systems. 
In one of our four-storey properties as well as the 
mains interlinked, fire detection systems at the 
top of that staircase, there is a velux window. The 
fire risk assessment suggested that as opposed 
to getting all the smoke trapped in that stairwell, 
should anything unfortunate happen, or should 
one of the properties catch fire, we’ve installed an 
automatic opening system. The cost was six or 
seven hundred pounds, but in my mind a necessity. 
Take the right advice, comply with your legal 
responsibilities, and do everything you reasonably 
can to make sure your guests are as safe as 
possible, then you will all sleep soundly at night.

We’ll quite often put in fire doors too, even where 
there’s no mandatory requirement to do it. We 
would far rather spend a few hundred pounds on a 
fire door, complete with the intumescent strip, than 
risk not just the whole property going up in flames 
but also the lives of your guests. They’re not huge 
things, but they’re things that we choose to do, and 
the cost isn’t high.

No Complex Regulations
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#7 Simple, Scalable Systems

In life when you follow a system, 
things are always much easier, 
and this equally applies to serviced 
accommodation. And, you’ll be 
pleased to know that we’ve made 
all the mistakes already, so you 
don’t have to! But what we have 
done is learn from these mistakes 
to ensure we never repeat them.

The fundamental definition of insanity is doing 
the same thing, and expecting a different result. 
Therefore, it follows that sanity is doing the same 
thing and getting the same result. Engineers call 
it repeatability. To keep you sane we’ve created 
something called  the DIAMOND model, which can 

provide you with a strong backbone for your SA 
business. It’s the model which we have followed 
to achieve the success that we have today. Our 
business systems and protocols will create a 
repeatable system for the sustained development 
of your SA business.

The first D stands for ‘Discover’

What strategies and properties will work in your 
chosen DIAMOND Mine area? We have a proven 
system for discovering what areas are best suited 
to which types of serviced accommodation. 

The I is for ‘Interrogate’

The model enables the interrogation of Booking.
com, Google, Airbnb, and many other resources, 
such that we know before we even start, the price 
per night, the expectations on occupancy, and all 
the key costs. We prepare a little mini business 
case for the property before we even start. 
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The A is for ‘Acquire’

Unsurprisingly we also have a system for acquiring 
the properties, offering you seven different 
acquisition strategies.

You can obviously buy them, but for instance, on 
the stamp duty point, before you go and buy them, 
you might want to do specific things, like get the 
planning use class changed, such that you’re not 
paying extremely high stamp duty.

Alternatively you might choose to ‘acquire’ 
properties that you don’t own, and simply control 
them using a management agreement; which is 
often referred to as ‘rent to rent’. 

The M is for ‘Marketing’

You could have the very best property in the very 
best location and your business plan is nigh on 
perfect. But If you don’t market it, you’ll have no 
guests. Got no guests, you’re going to go bust. 
Marketing needs to be at the centre of all you do in 
the SA business. Where and how will you market 
your properties? Marketing skills are crucial for 
obtaining and retaining customers.

The O is for ‘Operations’

This refers to all the practical aspects of SA. 
How do you let people in and out? How do you 

take money off them? How do you organise the 
cleaners? How do you organise the linen? The 
operational side may be not the most exciting part 
of SA, but I’m sure you’d agree if you don’t have 
systems for the operations, you don’t have  
a business!

The N is for ‘Numbers’

You have to ‘manage it to measure it’. But just 
because you’re measuring it, doesn’t mean you’re 
managing it. You need to do both and management 
systems need to be in place; with the minimum 
being a monthly property report for review and, if 
need be, taking action.

The final D is for ‘Duplicate’

Once you’ve got your first successful SA in an 
area, you will want to duplicate the model. You 
can’t have a business with just one serviced 
accommodation unit. We’ll show you how to scale 
your business for success!

D-I-A-M-O-N-D…  Your own personal diamond 
mine.

Your Magnificent Seven Reasons.

Your Magnificent Seven Step System.

Want to know more? Come along to our FREE Six Figure Summit 
To find out more about how you can create a property and 

investment strategy to provide you with financial freedom, come 
along to one of our free Six Figure Summit weekends. 

It’s your opportunity to access a wealth of knowledge on a variety of 
topics delivered by our experienced trainers and mentors.

Don’t delay – read more at http://bit.ly/ts6fs
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